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24201

Presidential Documents

Title 3-The President

PROCLAMATION 4098

Termination of Additional Duty
for Balance of Payments Purposes

By the President of the United States of Amen'ca

A Proclamation

WHEREAS, in order to impose a surcharge required by the balance
of payments position of the United Statcs, Proclamation 4074, dated
August 15, 1971, terminated in part for such period as necessary prior
Presidential Proclamations insofar as such proclamations were incon-
sistent with, or proclaimed duties dlfferent from, those made effective
pursuant to the terms of Proclamation 4074;

WHEREAS, a multilateral agreement has been reached among the
Group of Ten major industrial nations which permits removal of the
surcharge;

WHEREAS, under section 350(a) (6) of the Tariff Act of 1930, as
amended (hereinafter referred to as "the Tariff Act"), and section
255 (b) of the Trade Expansion Act of 1962 (hereinafter referred to as
"the TEA"), and other authority, the President may, at any time, ter-
minate, in whole or in part, for such period as may be necessary, any
proclamation, issued pursuant to section 350 of the Tariff Act or Title II
of the TEA;

WHEREAS, under section 350(a) (1) (B) of the Tariff Act and
section 201 (a) (2) of the TEA, the President may proclaim modifica-
tions of any existing duty as he determines to be required or appropriate
to carry out trade agreements entered into under the authority of those
Acts; and

WHEREAS, I hereby determine that modification of existing duties
to restore the rates of duty applicable on August 15, 1971, terminated
in part for such period as necessary by Proclamation 4074, is required or
appropriate to carry out such trade agreements;

NOW, THEREFORE, I, RICHARD NIXON, President of the
United States of America, acting under the authority vested in me by
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THE PRESIDENT

the Constitution and the statutes, including, but not limited to, the Tariff
Act, and the TEA, respectively, do proclaim as follows:

A. I hereby terminate paragraphs B and C of Proclamation 4074.

B. I hereby proclaim 'such modification of duties as is necessary to
restore the rates of duty in effect on August 15, 1971.

P. To implement this Proclamation, the subpart inserted after subpart
B of part 2 of the Appendix to the Tariff Schedules of the United States,
entitled "SUBPART C-TEMPORARY MODIFICATIONS FOR
BALANCE OF PAYMENTS PURPOSES" is deleted therefrom.

D. This Proclamation shall be effective with respect to merchandise
entered, or withdrawn from warehouse, for consumption on or after
December 20, 1971.

IN WITNESS WHEREOF, I have hereunto set my hand this
twentieti day of December in the year of our Lord nineteen hundred and
seventy-one, and of the Independence of the United States of America
the one hundred and ninety-sixth.

[FR Doc.71-18820 Filed 12-21-71;9:59 am]
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THE PRESIDENT

PROCLAMATION 4099

Modifying Proclamation No. 3279,
Relating to Imports of Petroleum

and Petroleum Products
By the President of the United States of America

A Proclamation

The Director of the Office of Emergency Preparedness with the advice
of the Oil Policy Committee, has found that the national security will
not be adversely affected by changes in the oil import control program
which would increase licensed imports into Districts I-IV, including the
Canadian Component of those imports, by approximately 100,000 barrels
per day during 1972 over the 1971 level of imports.

The Director, with the advice of the Oil Policy Committee, has recom-
mended that Proclamation No. 3279,1 as amended, be further amended
to adjust imports in conformity with that finding. He has, with the advice
of the Oil Policy Committee, also recommended that the quantity of
crude oil, unfinished oils, and finished products that may be imported
into Districts I-IV continue to be determined on the basis of 12.2% of
the quantity of crude oil and natural gas liquids which the Secretary of
the Interior estimates will be produced in those districts, adjusted to
reflect other national security determinations.

I agree7 with the above finding and recommendation of the Director
and deem it necessary and consistent with the security objectives of
Proclamation No. 3279, as amended, to adjust the imports of petroleum
and petroleum products, and to improve the administration of the
program, as hereinafter provided.

NOW, THEREFORE, I, RICHARD NIXON, President of the
United States of America, acting under and by virtue of the authority
vested in me by the Constitution and laws of the United States, including
section 232 of the Trade Expansion Act of 1962, do hereby proclaim
that, effective as of this date, Proclamation No. 3279, as amended, is
further amended as follows:

1. Paragraph (a) of Section 1A is amended as follows:

(a) In.subparagraph (1) substitute "through December 31, 1972"
for "during the period March 1, 1970 through December 31, 1971."

(b) Subparagraph (2) is deleted.

(c) Subparagraph (3) is renumbered as subparagraph (2) and re-
vised to read as follows:

"During the period January 1, 1972 through December 31, 1972,
'Canadian imports under allocations made pursuant to this subparagraph

124 F.R. 1781; 3 CFR, 1959-1963 comp., p. 11.
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THE PRESIDENT

(2) into Districts I-IV shall not exceed an average of 540,000 barrels
per day. Entries for consumption of crude oil or unfinished oils trans-
ported by pipeline may be made until midnight January 15, 1973 under
any license authorizing such imports from Canada for that period and
until midnight January 15, 1972 under any license authorizing, such
imports from Canada for the preceding allocation period. The Secretary
shall by regulation provide for allocations of such imports. The regula-
tions shall provide that licenses issued under such allocations shall permit
the entry, or withdrawal from warehouses, for consumption of Canadian
imports only."

(d) Subparagraph (4) is renumbered as subparagraph (3).

2. In subparagraph (1) of paragraph (a) of Section 2 substitute
"965,000" for "960,000."

IN WITNESS WHEREOF, I have hereunto set my hand this
twentieth day of December, in the year of our Lord nineteen hundred
seventy-one, and of the Independence of the United States of America
the one hundred ninety-sixth.

[FR Doc.71-18840 Filed 12-21-71; 12:06 pm]
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Rules and Regulations
Title 5-ADMINISTRATIVE

PERSONNEL
Chapter I-Civil Service Commission

PART 213-EXCEPTED SERVICE

Action

Section 213.3259 is amended to show
that in the Office of Domestic and Anti-
Poverty Operations not to exceed 10 posi-
tions of Regional Director, GS-15, are
excepted under schedule B until Decem-
ber 31, 1973. Employment under this
authority may not exceed 2 years.

Effective on publication in the FEDERAL
REGISTER (12-22-71), subparagraph (2)
is added to paragraph (a) of § 213.3259
as set out below.
§ 213.3259 Action.

(a) Office of Domestic and Anti-Pov-
erty Operations. * * *

(2) Until December 31, 1973, not to
exceed 10 positions of Regional Director,
GS-15. Employment unaer this authority.
may not exceed 2 years.

* * * * *

(5 U.S.C. 3301, 3302. E.O. 10577; 3 CPR
1954 -58 Camp., p. 218)

UNITED STATES CIVIL SERV-
ICE COM1ISSION,

[SEAL] JA3!ES C. SPRY,
Executive Assistant
to the Commissioners.

[FR Doc.71-18665 Filed 12-21-71;8:46 am]

PART 213-EXCEPTED SERVICE

Office of Economic Opportunity

Section 213.3373 is amended to show
that one position of confidential secre-
tary to.the Assistant Director for Opera-
tions is excepted under schedule C.

Effective on publication in the F!D-
ERAL REGISTER (12-22-71), subparagraph
(4) is added to paragraph (c) of
§ 213.3373 as set out below.

§ 213.3373 Office of Economic Oppor-
tunity.
• * * $ *

(c) Office of the Assistant Director
for Operations. * * *

(4) One confidential secretary to the
Assistant Director.

* * * * *

(5 U.S.C. sections 3301, 3302, E.O. 10577; 3
CFF. 1954-58 Camp., p. 218)

UNnMD STATES CIvIL SERV-
ICE COMMISSION,

[sEAL] JAMES C. SPaY,
Executive Assistant
to the Commissioners.

[FR Doe.71-18668 Filed 12-21-71;8:46 am]

PART 213-EXCEPTED SERVICE

Temporary Boards and Commissions

Section 213.3399 Is amended to show
that one position of confidential secre-
tary to the Chairman, Price CommlSon,
Cost-of-Living Council, is excepted un-
der schedule C.

Effective on publication in the Fna-
ERAL REGISTER (12-22-71). subparagraph
(3) is added' to paragraph (a) of
§ 213.3399 as set out below.

§ 213.3399 Temporary boards and com-
missions.

(a) Cost-of-Living Council and Re-
lated Organizations. 0 * 0

(3) One confidential secretary to the
Chairman, Price Commission.
(5 U.S.C. 3301, 3302, E.O. 10577; 3 OF.
1954-58 Comp., p. 218)

UNITED STATES CIxM SE1V-
ICE COMMISSION,

[SEAL] JAMES C. SPnY,
Executive Asslstant
to the Commissioners.

[FR Doc.71-18667 Filed 12-21-71;8:48 am]

PART 213-EXCEPTED SERVICE

Entire Executive Civil Service
Section 213.3102(aa) of Schedule A

is amended to show that the grade cover-
age of the authority has been extended
to include positions in grade GS-11.

Effective on publication in the FED-
ERAL REGISTER (12-22-71), paragraph
(aa) of § 213.3102 Is amended as Eet out
below.

§ 213.3102 Entire executive civil serv-
ice.

(aa) Scientific and profesonal re-
search associate positions at GS-11 and
above when filled on a temporary basis
by persons having a doctoral degree in an
appropriate field of study for research
activities of mutual interest to appoint-
ees and their agencies. Appointments are
limited to persons referred by the Na-
tional Research Council under its post-
doctoral research associate program and
may be made initially for 1 year only.
An agency may extend an appointment
made under this authority for up to 1 ad-
ditional year when the program commit-
tee at the laboratory concerned deter-
mines that extension will benefit both
the associate and the laboratory.

." 0 0 0 0

(5 U.S.C. reca. 3301, 3302, .O. 10577; 3 CPR
1954-"8 Comp., p. 218)

UrnED STATES CIL SERV-
ICE CozsusIon,

[SEAL] JAMES C. Sray,
Executive Assistant to

the Commissioners.
[FRF.Do.71-188 FGI~lcd 12-21-71; 8:46 aml

Title 7-AGRICULTURE
Chapter I-Consumer and Marketing

Service (Standards, Inspections,
Marketing Practices), Department of
Agriculture

PART 58-GRADING AND INSPEC-
TION GENERAL SPECIFICATIONS
FOR APPROVED DAIRY PLANTS
AND STANDARDS FOR GRADES OF
DAIRY PRODUCTS

Subpart H--U.S. Standards for Grades
of Bulk American Cheese for Man-
ufacluring
A notice of proposed rule making

covering the Issuance of U.S. Standards
for Grades of Bulk American Cheese for
Manufacturing was published in the
FEDmnAL REGISTE' of October 27, 1971 (36
P.R. 20608). It afforded interested per-
sons the opportunity to submit within
30 days to the Hearing Clerk written
data, views, or arguments in connection
wlth the proposal.

Statement of consideration. In 1963
the National Cheese Institute. Inc. asked
the Department to develop a separate
U.S. grade standard for bulk cheese for
manufacturing. The standards being
promulgated will recoeize the quality
characteristics and end use of bulk
cheese for manufacturing and will be
applicable to cheese packed in barrels
and other bulk forms.

In response to the notice of proposed
rule making, the Hearing Clerk received
one comment. The comment came from
the National Cheese Institute, Inc. which
represents over 50 percent of the cheese
manufacturers and between 80 to g per-
cent of the cheese distributors. The In-
stitute comment was favorable and rec-
ommended that the standards become
effective Immediately upon publication
in the FDzrAL REGisTEr. After considera-
tion of the comment submitted, a few
minor editorial changes were made.

It Is hereby found that good cause
exists for not postponing the. effective
date of this section until 30 days after
its publication in the F .natA. REsT
(5 U.S.C. 553) In that (1) immediate
asistance will be provided for the com-
mercial trading of bulk American cheese
for manufacturing on the basis of US.
grade, (2) the Government purchase
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RULES AND REGULATIONS

programs will be assisted by having a
specific US. grade standard for this
product, (3) the standard has been given
extensive field trials to prove its effec-
tiveness and to provide industry famil-
iarity with the provisions of the stand-
ard, and (4) compliance with this
standard will not require any special
preparation on the part of industry sub-
ject thereto which cannot be completed
by such effective date.

U.S. Standards for Grades of Bulk-
American Cheese for Manufacturing are
hereby promulgated pursuant to tlhe au-
thority contained in the Agricultural
Marketing Act of 1946 (see. 202-208, 60
Stat. 1087, as amended; 7 U.S.C. 1621-
1627). The standards are applicable only
to cheese made for use in the manufac-
ture of pasteurized process cheese prod-
ucts or as an ingredient in other food
products.

The standards are as follows:
Subpart H-U.S. Standards for Grades of Bulk

American Cheese for Manufacturing'
DsF'n rroNs

Sec.
58.2455 Bulk American cheese for manufac-

turing.
58.2456 Variety and type of cheese included.
58.2457 Type of packaging.

U.S. Gars

58.2458 Nomenclature of U.S. grades.
58.2459 Basis for determination of U.S.

grades.
ExPLANATION OP TERSs

58.2460 Explanatlon of terms.

AuTnorrr: The provisions of this subpart
E issued under sees. 202-208, 60 Stat. 1087,
as amended; 7 U.S.C. 1621-1627.

DEFINITIONS

§ 58.2455 Bulk American cheese for
manufacturing.

"Bulk American cheese for manufac-
turing" is cheese made for use in the
manufacture of pasteurized process
cheese products or as an ingredient in
other food products. The composition re-
quirements of the curd shall be that of
the particular variety and type of cheese
made. Bulk American cheese used in
pasteurized process cheese or other food
products shall have such defects as mold,
soft spots, or salt spots removed before
use.

§ 58.2456 Variety and type of cheese
included.

The varieties and types of cheese in-
eluded in these standards are as follows:

(a) Cheddar cheese and cheddar
cheese for manufacturing shall conform
to the provisions of the Definitions and
Standards of Identity for Food and Food
Products of the Food and Drug Adminis-
tration (21 CFR 19.500 and 19.502, re-
spectively).

(b) Washed curd cheese (soaked curd
cheese), and washed curd cheese for

I Compliance with these standards does not
excuse failure to comply with the provisions
of the Federal Food, Drug, and Cosmetic Act.

manufacturing shall conform to the pro-
visions of the Definitions and Standards
of Identity for Food and Food Products
of the Food and Drug Administration
(21 CFR 19.505 and 19.507, respectively).

(c) Granular cheese (stirred curd
cheese), and granular cheese for manu-
facturing shall conform to the provisions
of the Definitions and Standards of
Identity for Food and Food Products of
the Food and Drug Administration (21
CFR 19.535 and 19.537, respectively). ,

(d) Colby cheese and colby cheese for
manufacturing shall conform to the pro-
visions of the Definitions and Standards
of Identity for Food and Food Products
of the Food and Drug Administration (21
CFR 19.510 and 19.512, respectively).
§ 58.2457 Types of.packaging.

The following are the types of pack-
aging for bulk American cheese for
manufacturing:

(a) The cheese shall have a clean
primary container in good condition,
which will entirely cover the cheese and
be properly closed or sealed so as to pro-
tect it from damage, contamination, or
dessication.

(b) The cheese and the primary con-
tainer may or may not be placed in a
secondary container.

(c) If requested, the primary and/or
secondary container may be inspected in
accordance with the U.S. Standards for
Condition of Food Containers (7 CFR
42).

U.S. GRms
§ 58.2458 Nomenclature of U.S. grades.

The nomenclature of U.S. grades Is
as follows:

(a) U.S. Extra Grade.
(b) U.S. Standard Grade.
(c) U.S. Commercial Grade.

§ 58.2459 Basis for determination of
U.S. grades.

(a) The U.S. grades of bulk American
cheese for manufacturing shall be de-
termined on the basis of rating the
following quality factors:

(1) Flavor.
(2) Body and texture.
(b) The rating of each quality factor

shall be established on the basis of
the attributes present in each produc-
tion lot in which the cheese may be
formed. At least one production unit
shall be selected at random from each
production lot. No single piece of cheese,
whatever its shape, shall weigh less than
100 pounds. If the cheese in a production
unit is derived from more than one pro-
duction lot, the grade shall be deter-
mined on the basis of the lowest grade
for either lot. The cheese shall be
graded no sooner than 10 days of age.
The cheese shall be properly identified as
to place of manufacture, variety and
type, and marked to include date of man-
ufacture, vat or production lot. The pro-
duction unit(s) representative of the pro-
duction lot of cheese shall be sampled
and graded by taking a satisfactory plug
with a standard bulk cheese trier from

any surface of the cheese. The plug s-hall
be taken at a slight angle to the sur-
face of the cheese. The final U.S. grade
shall be established on the basis of the
lowest rating of any one of the quality
factors.

(1) U.S. Extra Grade. U.S. Extra
Grade bulk American cheese for manu-
facturing conforms to the following:

(i) Flavor. Is pleasing and free from
undesirable flavors and odors, may pos-
sess to a very slight degree, a bitter
flavor; and to a slight degree, feed, and
acid flavor. See table I.

(i) Body and texture. A sEtple drawn
from the cheese shall be firm and suffi-
ciently compact to draw a satisfactory
plug, however 'may appear loosely knit
and open and may have Wwo sweet holes,
but shall be free of other gas holesi,
Therefore, it may possess the following:
To a slight degree, sweet holes, coarcO,
short, mealy, weak; to a definite degree,
curdy, and open. See table IXI.

(2) U.S. Standard Grade. U.S. Stand-
ard Grade bulk American cheese for
manufacturing conforms to the follow-
ing:

(i) Flavor. May possess certain un-
desirable flavors to a limited degree; to a
very slight degree, onion; to a slight de-
gree, bitter, yeasty, malty, Old mill',
weedy, barny, lipase, fruity, utensil, sul-
fide and whey taint; to a definite degree,
feed and acid. See table I.

(i) Body and texture. A plug drawn
from the cheese may ba loosely knit with
large and connecting mechanical open-
ings. In addition to threo to four sweet
holes, it may have scattered yeast holes
and other scattered gas holes, however,
pinny gas holes are permitted only to a
very slight degree. May possess the fol-
lowing: To a slight degree, gassy, alitty,
and corky; to a definite degree, sweet
holes, coarse, short, mealy, weak, pasty,
and crumbly; to a pronounced degree,
curdy and open. See table Ir.

(3) U.S. Commercial Grade. U.S. Com-
mercial Grade bulk American cheese
for manufacturing conforms to the
followingn:

(I) Flavor. May possess certain un-
desirable flavors to a limited degree; to a
very slight degree, metaillo and sour; to
a slight degree, onion; to a definite de-
gree, bitter, fruity, utensil, whey talnt,
yeasty, malty, old milk, weedy, barny,
lipase, and sulfide; to a pronounced do-
grea, feed and acid. See table X.

(i) Body and texture. A plu drawn
from the cheese may be loosely knit with
large and connecting mechanical open-
ings. In addition to having numerous
sweet holes, yeast holes and other gas
holes, it may have pinny gas holes to a
slight degree. May poszess the followvng,
defects: To a definite degree; gassy and
slitty; to a pronounced de-ree, curdy,
coarse, open, sweet holes, short, mealy,
weak, pasty, crumbly, and cory. See
table 1.
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TABz I-RLinyG or Pzxvn QuAnx~r F~cror.

IdentfimetIon of Extra Standard Corn.
flavo attributes Grade Grade mercw

Grade

Feed. S D P
-Acid ..........-- S D P
Bitter ................. VS S D

S D
Metatlic .............................- VS
Sour- - --------.. . VS
Whay taint ..- _ S D
Yeasty ........--------------------- S D

Ity-...S D
Old M ........ S D
W eedy ......................... S D
Onion ---- .- .. ..---------------. V S S
B ar y . ... . ..................- S D
Lipas ------------------------ S D
Sulde......-------------------- S D

VS-Very Slight S-Slight. D-Deflnite.P-Pronouned.

TABLU I-ATING OF BODT AND TExURz
QuAiTr FcMOR

U.S. U.S. U.S.
Identification of body Extra Standard Corn-
and textur attributes Grade Grade mercia

Grade

Cary----------- D P P
Coarse.. - S D P
Open. ..-. - - D P P
Sweet hole&--.-.-. S D P

h _S D P
Mealy_._ S D P
Weak- . S D P
Pasty .... ...........J. - I)D P
Crumbly - - ...............--- D P
Gassy- S D
Slitty S D
C orky -....--- ....- ..---- .... S P
Pinny ................. .....- V S S

S--Slight; D-Definit. P-Pronouncd.

VS-Very Slight.

§ 58.2460 Explanation of terms.
(a) General-(1) Variety. A particu-

lar cheese such as cheddar cheese, washed
curd cheese, colby cheese, and granular
cheese.

(2) Type. A distnction between one or
more classes of cheese in the same
variety, such as cheddar and cheddar for
manufacturing.

(3) Quality factor. A separate criteria
established for each of the following:
Flavor, body, and texture.

(4) Attribute. An inherent character-
istic of the product being graded.

(5) Production lot (vat). The cheese
manufactured from a single source
within a plant during the interval be-
tween start and finisb However the time
interval varies, and each production unit
must be identified as to date and order
of manufacture.

(6) Production unit (barrel or block).
A single discrete portion of a batch or
continuous production output, except In
instances where portions of two produc-
tion lots may be contained in a single
unit of either lot.

(7) Primary container. The immediate
container in which the product is pack-
aged and which serves to protect, pre-
serve, and mairtain the quality of the
product.

(8) Secondary container. The con-
tainer in which the product and the pri-
mary container is placed to protect and
preserve them during transit or storage.

(9) Bull: cheese trier. A trier made of
stainless steel capable of delivering a
satisfactory plug approximately 10
inches long and seven-eighths inch In
diameter at the top and five-eighths Inch
in diameter at the tip.

(b) With respect to flavor-(1) Very
slight. Detected only upon very critical
examination.

(2) Slight. Detected only upon critical
examination.

(3) Definite. Not intense but detect-
able.

(4) Pronounced. So intense as to be
easily identified.

(5) Feed. Feed flavors (such as alfalfa,
sweet clover, silage, or similar feed) in
milk carried through into the cheese.

(6) Acid. Sharp and puckery to the
taste, characteristic of lactic acid.

(7) Bitter. Distasteful, similar to taste
of quinine. Most frequently found in aged
cheese.

(8) Fruity. A fermented fruit-like
flavor resembling apples; generally in-
creasing in intensity as the cheese ages.

(9) Utensil. A flavor that is suggestive
of improper or inadequate washing and
sterilization of milking machines, uten-
sils, or factory equipment.

(10) Metallic. A flavor having quail-
ties suggestive of metal, imparting a
puckery sensation.

(11) Sour. An acidy pungent flavor re-
sembling vinegar.

(12) Whey-taint. A slightly acid flavor
and odor characteristic of fermented
whey caused by too slow expulsion of
whey from the curd.

(13) Yeasty. A flavor indicating yeasty
fermentation.

(14) Zfalty. A distinctive, harsh flavor
suggestive of malt.

(15) Old milk. Lacks freshness.
(16) Weedy. A flavor due to the use of

milk which possesses a common weedy
flavor. Present in cheese when cows have
eaten weedy hay or grazed on common
weed-infested pasture.

(17) Onion. This flavor is recognized
by the peculiar taste and aroma sugges-
tive of its name. Present In milk or cheese
-when cows have eaten onions, garlic, or
leeks.

(18) Barny. A flavor characteristic of
the odor of a cow stable.

(19) Lipase. A flavor suggestive of
rancidity or butyric acid, sometimes as-
socated with a bitterness.

(20) Sulide. A flavor of hydrogen sul-
fide similar to the flavor of water with a
high sulfur content.

(c) With respect to body and texture-
(1) Slight. An attribute which is barely
identifiable and present only to a small
degree.

(2) Definite. An attribute .vhich is
readily identifiable and present to a sub-
stantial degree.

(3) Pronounced. An attribute which is
markedly Identifiable and prezent to a
large degree.

(4) Smooth. Feels silky; not dry and
coarse or rough.

(5) Firm. Feels solid, not soft or weaL
(6) Waxy. When worked between the

fingers, molds well like wax.

(7) Curdy. Smooth but firm; when
worked between the fingers is rubbery
and not waxy or broken down.

(8) Coarse. Feels rough, dry, and
sandy.

(9) Open. Mechanical openings that
are Irregular in shape and are caused by
workmanship and not gas fermentation.

(10) Sweet holes. Spherical gas holes,
glossy in appearance; usually about the
size of BB shots; also referred to as shot
or swis- holes.

(11) Short. No elasticity to the plug
and when rubbed between the thumb
and fingers, It tends toward mealiness.

(12) Mrealy. Short body, does not mold
well and looks and feels like corn meal
when rubbed between the thumb and
fingers.

(13) Weal:. Requires little pressure to
crush, Is soft but Is not necessarily sticky
like a pasty cheese.

(14) Pasty. Usually weak body and
when the cheese is rubbed between the
thumb and fingers It becomes sticky and
smeary.

(15) Crumbly. Tends to fall apart
when rubbed between the thumb and
fingers.

(16) Gassy. Gas holes of various sizes
and may be scattered.

(17) Slitty. Narrow elongated slits gen-
erally associated with a cheese that is
gassy or yeasty. Sometimes referred to
as "Fish-eyes."

(18) Corky. Hard, tough, over-firm
cheese which does not readily break
down when rubbed between the thumb
and fingers.

(19) Pinny. Numerous very small gas
holes.

Done at Washington, D.C. this 1ltli
day of December 1971, to become effec-
tive on the date of Its publication in the
F=EnA R. cisTrs (12-22-71).

G.R. GrwAr,
Deputy Administrator.

Marl.etng Services.
IFP.D c.71-1CS 3 Fnlcd 12-21-71;8:48 am]

Chapter Vll--Agrlcultural Stabiliza-
tion and Conservation Service
(Agricultural Adjustment), Depart-
partment of Agriculture

SUBCHAPTER B-FARM MARKETING QUOTAS
AND ACREAGE ALLOTMENTS

PART 724-FIRE-CURED, DARK AIR-
CURED, VIRGINIA SUN-CURED,
CIGAR-BINDER (TYPES 51 AND 52),
AND CIGAR-FILLER AND BINDER
(TYPES 42, 43, 44, 53, 54, AND 55)
TOBACCO

Determinations and Announcements
for 1972-73 Marketing Year

Sections 724.12 through 724.15 are is-
sued pursuant to and In accordance with
the Agricultural Adjustment Act of 1938,
as amended, hereinafter referred to as
the "Act," to determine the reserve sup-
ply level and the total supply of each
kind of tobacco for the marketing year
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beginning October 1, 1971; to announce
for the 1972-73 marketing year the
amounts of the national marketing
quotas, national acreage allotments, na-
tional acreage factors for apportioning
the national acreage allotments (less re-
serves) to old farms, and the amounts
of the national reserves and parts thereof
available for (a) new farms and (b)
making corrections and adjusting in-
equities in old farm allotments for Fire-
cured (type 21), Fire-cured (types 22-
24), Dark air-cured, and Virginia sun-
cured tobacco. The material previously
appearing in these sections under center-
head DETERMNATIONS AND ANNOUNCE-
LIENTS-1971-72 MARKETING YEAR remain
in full force and effect as to the crop
to which it was applicable.

The determinations contained in
§§ 724.12 through 724.15 have been made
on the basis of the latest available statis-
tics of the Federal Government, and after
due consideration of data, views, and
recommendations received from Fire-
cured (type 21), Fire-cured (types 22-
24), Dark air-cured, and Virginia sun-
cured tobacco producers and others as
provided in a notice (36 F.R. 21208)
given in accordance with the provisions
of 5 U.S.C. 553.

It is determined that acreage-pound-
age quotas will not be announced for the
1972-73 marketing year for Fire-cured
(type 21), Fire-cured (types 22-24), Dark
air-cured (types 35 and 36), or Virginia
sun-cured (type 37) tobacco.

Since tobacco farmers are now making
their plans for producing tobacco in 1972
and need to know, at the earliest possible
date, the applicable 1972 tobacco allot-
ments for their farms, it is hereby found
that compliance with the 30-day effective
date provisions of 5 U.S.C. 553 is imprac-
ticable and contrary to the public inter-
est. Therefore, the determinations and
announcements contained herein shall
become effective upon the date of filing
with the Director, Office of the Federal
Register.

Section 312(b) of the Act provides, in
part, that the amount of the national
marketing quota is the total quantity of
such kind of tobacco which may be mar-
keted which will make available during
such marketing year a supply of such
tobacco equal to the reserve supply level.
The amount of the national marketing
quota so announced may, not later than
the following March 1, be increased by
not more than 20 per centum if the Sec-
retary determines that, such increase is
necessary in order to meet market de-
mands or to avoid undue restrictions of
marketings in adjusting the total supply
to the reserve supply level.

The reserve supply level is defined in
the Act as 105 percent of the normal
supply. The normal supply is defined in
the Act as a normal year's domestic con-
sumption and exports, plus 175 percent
of a normal year's domestic consumption
and 65 percent of a normal year's ex-
ports. A normal year's domestic con-
sumption is defined in the Act as the
yearly average qulntity produced in the
United States and consumed in the

United States during the 10 marketing
years immediately preceding the market-
ing year in which such consumption is
determined, adjusted for current trends
in such consumption. A normal year's
exports is defined in the Act as the
yearly average quantity produced in the
United States which was exported from
the United States during the 10 market-
ing years immediately preceding the
marketing year in which such exports
are determined, adjusted for current
trends in such exports.

Fire-cured (type 21) tobacco. The
yearly average quantity of Fire-cured
(type 21) tobacco produced in the United
States which is estimated to have been
consumed in the United States during
the 10 marketing years preceding the
1971-72 marketing year was about
3,240,000 pounds. The average annual
quantity of Fire-cured (type 21) to-
bacco produced in the United States and
exported from the United States during
the 10 marketing years preceding the
1971-72 marketing year was 5,699,000
pounds (farm sales weight basis). Taking
into account the irregular pattern of
both domestic use and exports, and the
market demand for the various grades,
3,845,000 pounds have been used as a
normal year's domestic consumption
and 5,893,000 pounds have been used as
a normal year's exports. Application of
the formula prescribed by the Act re-
sults in a reserve supply level of
21,312,000 pounds.

Manufacturers and dealers reported
stocks of Fire-cured (type 21) tobacco
held on October 1, 1971, as 8,959,000
pounds. The 1971 Fire-cured (type 21)
tobacco crop is estimated to be 6,500,000
pounds. Therefore, the total supply of
Fire-cured (type 21) tobacco for the
1971-72 marketing year is 15,459,000
pounds. During the 1971-72 marketing
year, it is estimated that disappearance
will total about 7 million pounds. By de-
dubting this disappearance from the total
supply, a carryover of 8,459,000 pounds
on October 1, 1972, the beginning of the
1972-73 marketing year, is obtained.

The difference between the reserve
supply level and the estimated carryover
on October 1, 1972, results in a computed
national marketing quota for the 1972-73
marketing year of 12,853,000 pounds. Use
of the authority of the Secretary in sec-
tion 312(b) of the Act to increase the
computed quota by 20 percent to 15,424,-
000 pounds, is deemed to be justified in
order to avoid undue restrictions to mar-
ketings.This results in a national mar-
keting quota of 15,424,000 pounds.

In accordance with section 313(g) of
the Act, the 1972 national marketing
quota of 15,424,000 pounds, divided by
the 1966-70, 5-year national average
yield of 1,264 pounds per acre, results
in a 1972 national acreage allotment of
12,202.53 acres.

Pursuant to the provisions of section
313(g), a national acreage factor of 1.0
is determined by dividing the national
acreage allotment, less a national reserve
of 121.95 acres, by the total of the 1972
preliminary farm acreage allotments.

The preliminary farm acreage allotmentsi
reflect the factors specified in section
313(g) for apportioning the national
acreage allotment, less reserve, to old
farms.

Fire-cured (types 22-24) tobacco. The
yearly average quantity of Fire-cured
(types 22-24) tobacco produced in the
United States which is estimated to have
been consumed in the United States dur-
ing the 10 years preceding the 1971-72
marketing year was about 18.0 million
pounds. As the manufacture of snuff,
the principal domestic outlet for Fire-
cured tobacco, declined, the domestic uwe
has also declined somewhat. With this in
mind, the 10-year average has been ad-
justed downward to 17.1 million pounds
as a normal year's domestic consump-
tion. The average annual quantity of
Fire-cured (types 22-24) tobacco pro-
duced in the United States and exported
during the 10 marketing years preceding
the 1971-72 marketing year was 24.3 mil-
lion pounds (farm sales weight basis).
Exports of Fire-cured (types 22-24) to-
bacco during tile past 5 years have aver-
aged 24.6 million pounds as compared to
an average of 23.9 million pounds for the
first 5 years of the 10-year period. The
demand for this kind of tobacco in for-
eign countries is relatively strong. In view
of this trend, the 10-year average has
been adjusted upward to 25.6 million
pounds as a normal years exports. Appli-
cation of the formula prescribed by the
Act results in a reserve supply level of
93.7 million pounds.

Manufacturers and dealers reported
stocks of Fire-cured (types 22-24) to-
bacco held on October 1, 1971, as 53.3
million pounds. The 1971 FIre-cured
(types 22-24) crop Is estimated to be
35.4 million pounds. Therefore, the total
supply of Fire-cured (types 22-24) to-
bacco for the marketing year beginning
October 1, 1971, is 88.7 million pounds.
During the 1971-72 marketing year It Is
estimated that. disappearance will total
about 40.0 million pounds. By deducting
this disappearance from the total supply,
a carryover of 48.7 million pounds on Oc-
tober 1, 1972, beginning of the 1972-73
marketing year, is obtained.

The difference between the reserve
supply level and the estimated carryover
on October 1, 1972, results in a computed
national marketing quota for the 1972-
73 marketing year of 45.0 million pounds.
Use of the authority of the Secretary In
section 312(b) of the Act to increase the
national marketing quota of 45.0 million
pounds by 20 percent to 54.0 million
pounds is deemed to be justified in order
to avoid undue restrictions of market-
ings. This results in a national market-
Ing quota of 54.0 million pounds.

In accordance with section 313(g) of
the Act, the 1972 national marketing
quota of 54.0 million pounds, divided by
the 1966-70 5-year national average yield
of 1,798 pounds per acre, results in a
1972 national acreage allotment of
30,033.37 acres.

Pursuant to the provisions of section
313(g), a national acreage factor of 1.10
is determined by dividing the national
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acreage allotment, less a national reserve
of 256.26 acres, by the total of the 1972
preliminary farm acreage allotments.
The preliminary farm acreage allotments
reflect the factors specified in section
313(g) for apportioning the national
acreage allotment, less reserve, to old
farms.

Darkc air-cured tobacco. The yearly
average quantity of Dark air-cured to-
bacco produced in the United States
which is estimated to have been con-
sumed in the fUnited States during the
10 years preceding the 1971-72 marketing
year was about 17.1 million pounds, while
the average annual quantity produced
domestically and exported during this
period was 3.4 million pounds (farm sales
weight basis). Total disappearance of
Dark air-cured tobacco has been trend-
ing downward for many years, although
the average disappearance for the last 5
years of the 10-year period is only 1.2
million pounds less than the 10-year
average. Even with the decline, produc-
tion has been less than disappearance in
7 years of the 10-year base period and
in each of the last 6 years. Farmers, on
an average, have harvested only 78 per-
cent of their allotted acreage during the
last 5 years of the 10-year period, and
only 76 percent in 1971. In view of these
facts, 19.8 million pounds have been used
as a normal year's domestic consumption
and 3.5 million pounds as a normal year's
exports. Application of the formula pre-
scribed by the Act results in a reserve
supply level of 63.2 million pounds.

Manufacturers and dealers reported
stocks of Dark air-cured tobacco held on
October 1, 1971, as 49.8 million pounds.
The 1971 Dark air-cured crop is esti-
mated to be 16.2 million pounds. There-
fore, the total supply of Dark air-cured
tobacco for the marketing year beginning
October 1, 1971, is 66.0 Inillion pounds.
During the 1971-72 marketing year, it is
estimated that disappearance will total
about 20.0 million pounds. By deducting
this disappearance from the total supply,
a carryover of 46.0 million pounds on Oc-
tober 1, 1972, beginning of the 1972-73
marketing year, is obtained.

The difference between the reserve
supply level and the estimated carryover
on October 1,1972, results in a computed
national marketing quota for the 1972-
73 marketing year of 17.2 million pounds.
Use of the authority of the Secretary in
section 312(b) of the Act to increase the
national marketing quota of 17.2 million
pounds by 20 percent to 20.6 million
pounds is deemed to be justified in order
to avoid undue restrictions to marketings.
This results in a national marketing
quota of 20.6 million pounds.

In accordance with section 313(g) of
the Act, the 1972 national marketing
quota of 20.6 millidn pounds, divided by
the 1966-70 5-year national average yield
of 1,821 pounds per acre, results in a 1972
national acreage allotment of 11,312.46
acres.

Pursuant to the provisions of section
313(g), a national acreage factor of 1.0

is determined by dividing the national
acreage allotment, less a national reserve
of 89.78 acres, by the total of the 1972
preliminary farm acreage allotments.
The preliminary farm acreage allotments
reflect the factors specified in section
313(g) for apportioning the national
acreage allotment, le-s reserve, to old
farms.

Virginia sun-cured tobacco. The yearly
average quantity of Virginia sun-cured
tobacco produced In the United States
which is estimate& to have been con-
sumed in the United States during the
10 marketing years preceding the 1971-
72 marketing year was about 1,475,000
pounds, and the average annual quantity
produced in the United States and ex-
ported during the same period was
300,000 pounds (farm sales weight basis).
While there has been no pronounced
change in exports or domestic use dur-
ing the base period, total disappearance
has exceeded production during each of
the past 6 years, and 8 years of the 10-
year period. With this in mind, 1,460,000
pounds have been used as a normal year's
domestic use and 299,000 pounds as a nor-
mal year's exports. Application of the
formula prescribed by the Act results in
a reserve supply level of 4,733,000 pounds.

Manufacturers and dealers reported
stocks of Virginia sun-cured tobacco

-held on October 1, 1971, as 3,146,000
pounds. The 1971 Virginia sun-cured to-
bacco crop is estimated to be 1,035,000
pounds. Therefore, the total supply of
Virginia sun-cured tobacco for the 1971-
72 marketing year is 4,181,000 pounds.
During the 1971-72 marketing year, It is
estimated that disappearance will total
about 1,400,000 pounds. By deducting this
disappearance from the total supply, a
carryover of 2,781,000 pounds for the
1972-73 marketing year, is obtained.

The difference between the reserve
supply level and the estimated carryover
on October 1, 1972, results In a computed
national marketing quota for the 1972-73
marketing year of 1,952,000 pounds. Use
of the authority of the Secretary in sec-
tion 312(b) of the Act to increase the
computed quota by 20 percent to 2,342,000
pounds is deemed to be justified in order
to avoid undue restrictions of marketing.
This results in a national marketing
quota of 2,342,000 pounds.

In accordance with section 313(g) of
the Act, the 1972 national marketing
quota of 2,342,000 pounds, divided by the
1966-70 5-year national average yield of
1,115 pounds per acre, results in a 1972
national acreage allotment of 2,100.44
acres.

Pursuant to the provisions of section
313(g), a national acreage factor of 1.0
is determined by dividing the national
acreage allotment, less a national reserve
of 21.0 acres, by the total of the 1972 pre-
liminary farm acreage allotments. The
preliminary farm acreage allotments re-
flect the factors specified in section
313(g) for apportioning the national
acreage allotment, less reserve, to old
farms.

Dz==Ano*s Aim AmZouzzc=-=s--
1972-73 MmAn .Gnn YEAn

Sec.
724.12 Fire-cured (typo 21) tobacco.
724.13 Fire-cured (type3 22-24) tobacco.
72414 Dark air-cured tobacco.
72.15 Virginia mam-cured tobacco.

Auro-rrr: The provislons of thIs subpar'
are Ls-ucd under cec3. 301, 312. 313. 375. 52
Stat. 38, as amended. 46, az amended, 47, os
amended. CG, as amended; 7 U.S.C. 1301, 1312.
1313, 1375.

DzERnm.;ATioi;s ArID Az.-sOUxcZ TS-
1972-73 MAraMr-u YnAR

§ 724.12 Fire-cured (type 21) tobacco-

(a) Reserre supply ZeveL. The reserve
supply level for Fire-cured (type 21)
tobacco is 21,312,000 pounds, calculated,
as provided In the Act, from a normal
year's domestic consumption of 3,845,000
pounds and a normal year's exports of
5,893,000 pounds.

(b) Total supply1 The total supply of
Fire-cured (type 21) tobacco for the
marketing year beginning October 1,
1971, is 15,459,000 pounds, calculated in
accordance with the Act, from a carry-
over of 8,959,000 pounds and estimated
1971 production of 6.500,000 pounds.

(c) Carrvorer.' The estimated carry-
over of Fire-cured (type 21) tobacco for
the marketing year beginning October 1,
1972, Is 8,459,000 pounds, calculated in
accordance with the Act by subtracting
the estimated disappearance for the
marketing year beginning October 1,
1971, of 7 million pounds from the total
supply of such tobacco.

(d) National marieting quota.L The
amount of Fire-cured (type 21) tobacco
which will make available during the
marketing year beginning October 1,
1972, a supply of Fire-cured (type 21)
tobacco equal to the reserve supply level
of such tobacco Is 12,853,000 pounds, and
a national marketing quota of such
amount is hereby announced. It is deter-
mineil, however, that a national market-
ing quota in the amount of 12,853,000
pounds would result In undue restriction
of marketings during the 1972-73 mar-
keting year and such amount Is hereby
increased by 20 percent. Therefore, the
amount of the national marketing quota
for Fire-cured (type 21) tobacco In terms
of the total quantity of such tobacco
vhich may be marketed during the mar-
keting year beginning October 1, 1972, is
15,424.000 pounds.

(e) National acreage allotment. The
national acreage allotment, calculated
n accordance with the Act by dividing
the national marketing quota for the
1972-73 marketing year by the 5-year
1966-70 national average yield of 1,264
pounds is 12,202.53 acres.

(f) National acreage factor. The na-
tional acreage factor for Use in determin-
ing farm acreage allotments is 1.0. It was
calculated In accordance with the Act by
dividing the national acreage allotment,
less the national reserve, by the total of

'Rounded to the nearet thouand pounds.
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the 1972 preliminary allotments for 1972
old farms.

(g) National reserve. The national
acreage reserve is 121.95 acres, of which
10.00 acres are made available for 1972
old farms, and 111.95 acres are made
available for making corrections and ad-
justing inequities in old farm allotments.
§ 724.13 Fire-cured (types 22-24) to-

bacco.
(a) Reserve supply level? The reserve

supply level for Fire-cured (types 22-24)
tobacco is 93.7 million pounds, calculated,
as provided in the Act, from a normal
year's domestic consumption of 17.1 mil-
lion pounds and a normal year's exports
of 25.6 million pounds.

(b) Total supply2 The total supply of
Fire-cured (types 22-24) tobacco for the
marketing year beginning October 1,
1971, Is 88.7 million pounds, calculated in
accordance with the Act, from a carry-
over of 53.3 million pounds and estimated
4971 production of 35.4 million pounds.

(c) Carryover2 The estimated carry-
over of Fire-cured tobacco (types 22-24)
for the marketing year beginning Octo-
ber 1, 1972, Is' 48.7 million pounds, cal-
culated in accordance with the Act by
subtracting the estimated disappearance
for the marketing year beginning Octo-
ber 1, 1971, of 40.0 million pounds from
the total supply of such tobacco.

(d) National marketing quota? The
amount of Fire-cured (types 22-24) to-
bacco which will make available during
the marketing year beginning October 1,
1972, a supply of Fire-cured (types 22-
24) tobacco equal to the reserve supply
level of such tobacco is 45.0 million
pounds, and a national marketing quota
of such amount is hereby announced. It
Is determined, however, that a national
marketing quota in the amount of 45.0
million pounds would result in undue re-
striction of marketings during the 1972-
73 marketing year and such amount is
hereby increased by 20 percent. There-
fore, the amount of the national market-
ing quota for Fire-cured (types 22-24)
tobacco in terms of the total quantity of
such tobacco which may be marketed
during the marketing year beginning
October 1, 1972, is 54.0 million pounds.

(e) National acreage allotment. The
national acreage allotment, calculated in
accordance with the Act by dividing the
national marketing quota for the 1972-73
marketing year by the 5-year 1966-70 na-
tional average yield of 1,798 pounds is
30,033.37 acres.

(f) National acreage factor. The na-
tional acreage factor for use in determin-
ing farm acreage allotments for the
1972-73 marketing year is 1.10. It was
calculated in accordance with the Act
by dividing the national acreage allot-
ment, less reserve, by the total of the 1972
preliminary allotments for 1972 old
farms.

(g) National reserve. The national
acreage reserve is 256.26 acres, of which

'Rounded to the nearest tenth of a million.
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5.00 acres are made available for 1972
new farms, and 251.26 acres are made
available for making corrections and ad-
justing inequities in old farm allotments.

§ 724.14 Dark air-curcd tobacco.
(a) Reserve supply level. The reserve

supply level for Dark air-cured tobacco is
63.2 million pounds, calculated, as pro-
vided in the Act, from a normal year's
domestic consumption of 19.8 million
pounds and a normal year's exports of
3.5 million pounds.

(b) Total supply.F The total supply of
Dark air-cured tobacco for the market-
ing year beginning October 1, 1971, is
66.0 million pounds calculated in accord-
ance with the Act, from a carryover of
49.8 million pounds and estimated 1971
production of 16.2 million pounds.

(c) Carryover.F The estimated carry-
over of Dark air-cured tobacco for the
marketing year begining October 1,
1972, is 46.0 million pounds, calculated in
accordance with the Act by subtracting
the estimated disappearance for the
marketing year beginning October 1,
1971, of 20.0 million pounds from the
total supply of such tobacco.

(d) National marketing quota. The
amount of Dark air-cured tobacco which
will make available during the marketing
year beginning October 1, 1972, a supply
of Dark air-cured tobacco equal to the
reserve supply level of such tobacco is
17.2 million pounds, and a national mar-
keting quota of such amount is hereby
announced. It is determined, however,
that a national marketing quota in the
amount of 17.2 million pounds would re-
sult in undue restriction of marketings
during the 1972-73 marketing year and
such° amount is hereby increased by 20
percent. Therefore, the amount of the
national marketing quota for Dark air-
cured tobacco in terms of the total quan-
tity of such tobacco which may be
marketed during the marketing year be-
ginning October 1, 1972, is 20.6 million
pounds.
(e) National acreage allotment. The

national acreage allotment, calculated in
accordance with the Act by dividing the
national marketing quota-for the 1972-
73 marketing year by the 5-year, 1966-70,
national average yield of 1,821 pounds, is
11,312.46 acres.
(f) National acreage factor. The na-

tional acreage factor for use in deter-
mining farm acreage allotments for the
1972-73 marketing year is 1.00. It was
calculated in accordance with the Act
by dividing the national acreage allot-
ment, less reserve, by the total of the
1972 preliminary allotments for 1972
old farms.
(g) National reserve. The national

acreage reserve is 89.78 acres, of which
10.00 acres are made available for 1972
new farms, and 79.78 acres are made
available for making corrections and ad-
justing inequities in old farm allotments.
§ 724.15 Virginia sun-cured tobacco.

(a) Reserve supply level The reserve
supply level for Virginia sun-cured tb-

bacco is 4,733,000 pOunds, calculated, a.
provided in the Act, from a normal year',
domestic consumption of 1,460,000
pounds and a normal year's exports of
299,000 pounds.

(b) Total supply.' The total supply oi
Virginia sun-cured tobacco for the mar-
keting year begInning October 1, 1971,
calculated in accordance with the Act,
is 4,181,000 pounds, consisting of carry-
over of 3,146,000 pounds and estimated
1971 production of 1,035,000 pounds.

(c) Carryover.n ' The estimated carry-
over of Virginia sun-cured tobacco for
the marketing year beginning October 1,
1972, is 2,781,000 pounds, calculated in
accordance with the Act by subtractin.
the estimated disappearance for the mar-
keting year beginning October 1, 1971, of
1,400,000 pounds from the total supply
of such tobacco.

(d) National marketing quota. The
amount of Virginia sun-cured tobacco
which will make available during the
marketing year beginning October 1,
1972, a supply of sun-cured tobacco equal
to the reserve supply level of such to-
bacco is 1,952,000 pounds, and a national
marketing quota of such amount Is here-
by announced. It Is determined, how-
ever, that a national marketing quota in
the amount of 1,952,000 pounds would
result in undue restriction of market-
ings during the 1972-73 marketing year
and such amount is hereby increased by
20 percent. Therefore, the amount of the
national marketing quota for Virginia
sun-cured tobacco in terms of the total
quantity of such tobacco which may be
marketed during the marketing year be-
ginning October 1, 1972, is 2,342,000
pounds.

(e) National acreage allotment. The
national acreage allotment, calculated in
accordance with the Act by dividing the
national marketing quota for the 1972-73
marketing year by the 5-year, 1966-70,
national average yield of 1,115 poundg,
is 2,100.44 acres.

(f) National acreage factor. The na-
tional acreage factor for use In deter-
mining farm acreage allotments for the
1972-73 marketing year Is 1.0. It was cal-
culated in accordance with the Act by
dividing the national acreage allotment,
less reserve, by the total of the 1972 pre-
liminary allotments for 1972 old farms.

(g) National reserve. The national
acreage reserve Is 21.00 acres, of which
5.00 acres are made available for 1972
new farms; and 16.00 acres are made
available for making corrections and ad-
justing Inequities in old farm allotments.

Effective date: Date of filing of this
document with the Director, Office of the
Federal Register.

Signed at Washington, D.C., on Decem-
ber 15, 1971.

EAiR L. BUTZ,
Secretary.

[r Doc.71-18662 Fllcd 12-21-71,8:49 aml

'Rounded to the nearest thousand pound',
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Chapter VllI-Agricultural StabilizaL-
tion and Conservation Service
(Sugar), Department of Agriculture

SUBCHAPTER B-SUGAR REQUIREMENTS AND
QUOTAS

[Sugar Reg. 811, Amdt. 1]
PART 811-CONTINENTAL SUGAR

REQUIREMENTS AND AREA QUOTAS

1972 Requirements and Quotas for
Foreign Countries

Basis and purpose and statement of
bases and considerations. This amend-
ment is issued pursuant to the authority
vested in the Secretary of Agriculture
by the Sugar Act of 1948, as amended by
Public Law 92-138, approved October 14,
1971, hereinafter referred to as the
"Act". The purpose of this amendment
is to permit the importation of an addi-
tional 150,000 short tons, raw value, of
raw sugar from foreign countries dur-
ing the first quarter of 1972.

The additional quantity is needed to
enable raw sugar refiners to build up
their inventories as a safeguard against
possible work stoppages on the water-
front at the termination of the Taft-
Hartley injunction period.

By virtue of the authority vested in
the Secretary of Agriculture by the Act,
Part 811 'of this chapter is hereby
amended as follows:

Paragraph (d) of .§ 811.13 is amended
by amending subparagraph (1), subdivi-
sion Cii) of subparagraph (2), and sub-
division (i) of subparagraph (3) and
by adding a new subdivision v) to sub-
paragraph (3) to read as follows:
§ 811.13 Quotas for foreign countries.

* * $ * *

(d) (1) Of the total quotas and prora-
tions for foreign countries established in
paragraphs (b) and Cc) of this section,
an amount not to exceed 1,150,000 short
tons, raw value of raw sugar, plus the
quantity imported in late 1971 under
bond for refining and storage, may be
charged against such 1972 quotas and
authorized for importation or release
from bond from all such foreign coun-
tries in accordance with Part 817 of this
chapter during the first quarter of 1972.
The quantity imported in late 1971 under
bond for refining and storage will be
released from bond and charged to
quotas on January 1, 1972. The quantity,
1,150,000 short tons, raw value, will be
authorized for importation and charged
to quotas-during the first quarter of 1972
as set forth in subparagraphs (2) and
(3) of this paragraph (d).

raw value, received on or before Decem-
ber 28, 1971. will be considered as hav-
ing been received at the same time.

(3) () Allocations of first quarter im-
portations among countries will be made
in the following manner but not to ex-
coed as to each country the quantity ap-
plied for. Allocations among countries of
the initial limitation of 1 million short
tons, raw value, shall be made as pro-
vided in subdivisions (l1). (i1I), and (iv)
of this subparagraph. Allocation among
countries of 150,000 short tons, raw value,
representing an addition to the initial
limitation of 1 million short tons, raw
value, shall be made as provided in sub-
division v) of this subparagraph.

* * S * S

v) The 150,000 short tons, raw value,
shall be prorated among countries that
supply the sugar for which applications
for importation have been made, on the
basis of first quarter importations from
such countries as set forth in subpara-
graph (4) of this paragraph.

(Sees. 202 and 403; 61 Stat. 924 az amended.
932 as amended; 7 U.S.O. 1112 and 1158 and
Public Law 92-138 approved October 14.
1971)

Effective date. In order to promote or-
derly marketing, It is essential that this
amendment be effective as soon as possi-
ble so that all persons selling and pur-
chasing sugar for consumption in the
continental United States can promptly
plan and market under the changed
marketing opportunities. Therefore, It is
hereby determined and found that com-
pliance with the notice, procedure, and
effective date requirements of 5 U.S.C.
533 is unnecessary, impracticable, and
contrary to the public interest and this
amendment shall be effective when flied
for public inspection n the Office of the
Federal Register.

Signed at Washington, D.C., on Decem-
ber 17, 1971.

KENN= E. Fnxc
Administrator, Agricultural Sta-

bilization and Conservation
Service.

[PR Doc.71-18688 Plied 12-17-71;3:57 pm)

[Sugar Reg. 811, Amdt. 8

PART 811-CONTINENTAL SUGAR
REQUIREMENTS AND AREA QUOTAS

Requirements, Quotas, and Quota
Deficits for 1971

Basis and purposes and bases and con-
siderations. This amendment is issued
pursuant to the authority vested In the• • • • • Secretary of Agriculture by the Sugar

(2) • * •  Act of 1948, as amended (61 Stat. 922, as
iD Applications for. the importation amended), hereinafter referred to as the

of sugar during the first quarter re- "Act." The purpose of this amendment
ceived on or before November 19, 1971, to Sugar Regulation 811, as amended, is
will be considered as having been re- to determine and revise deficits in quotas
ceived at the same time. Applications for established pursuant to the Act.
the importation during the first quar- Section 204(a) of the Act provides that
ter of 150,000 short tons, raw value, of the Secretary shall from tinle to time de-
sugar, representing an addition to the termine whether any area or country
initial limitation of 1 million short tons, will be unable to fill Its quota or the

proration of a deficit. On the basis of
information which recently became
available to the Department, it is herein
determined that Haiti wllrbe able to sup-
ply only 23,066 short tons, raw value, of
its 1971 quota. Therefore, It is hereby
found that Haiti will be unable to fill its
currently effective quota by 4,434 short
tons, raw value. Accordingly, an addi-
tional deficit is herein determined in the
quota for Haiti of 4,434 short tons, raw
value. On the basis of information avail-
able to the Department, the Republic of
the Philippines will no, be able to market
31,839 short tons, raw value, of the addi-
tional deficit prorated to It in amend-
ment 7 of this Regulation 811. Accord-
ingly, a deficit of 31,839 short tons, raw
value, is herein determined in the quota
for the Republic of the Philippines.

By virtue of the authority vested in the
Secretary of Agriculture by the Act, Part
811 of this chapter is hereby amended
by amending § 811.92 and 811.93 as
follows:

1. Section 811.92 is amended by amend-
ing paragraph (a) to read as follows:
§811.92 Proration and allocation of

deficits and quotas in effect.
(a) Of the total deficits determined in

subparagraph (a) (2) of § 811.91, total-
ing 1,052,667 short tons, raw value, a
quantity of 1,005,000 tons representing
deficits in the quotas of Puerto Rico and
the Virgin .slands was previously deter-
mined, allocated and prorated in amend-
ments 3, 4, and 7 of this Part 811 (36
F.R. 8773, 14624, 23791). Deficits in the
quota for Haiti totaling 5,257 short tons,
raw value, were previously determined,
allocated and prorated in amendments
5, 6, and 7 of this Part 811 (36 P.R.
15519, 17023, 23791). An additional def-
clt is herein determined in the quota for
Haiti of 4,434 tons. A deficit of 31,839 tons
is also determined herein In the quota for
the Republic of the Philippines. The
total deficits herein determined of 36,-
273 tons are hereby prorated pursuant
to section 204(a) of the Act, to Western
Hemisphere countries, other than Haiti,
with quotas in effect-as established in
Sugar Regulation 811, for 1971 (36 F.R.
23791).

2. Section 811.93 is amended by
amending paragraphs (b) and (c) to
read as follows:
§ 811.93 Quotas for foreign countries.

(b) For the calendar year 1971, the
quota for the Republic of the Philip-
pines is 1,593,733 short tons, raw value,
representing 1,126,020 short tons, estab-
lished pursuant to section 202 of the Act
and 467,713 short tons established pur-
suant to section 204 of the Act. Of the
quantity of 1,126,020 short tons estab-
lished pursuant to section 202 of the
Act, only 59,920 short tons, raw value,
may be filled by direct-consumption
sugar pursuant to section 207(d) of the
Act.

Cc) For the calendar year 1971, the
prorations to individual foreign coun-
tries other than the Republic of the
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Philippines pursuant to section 202 of
the Act axe shown in columns (1) and
(2) of the following table. Deficit prora-
tions established in prior amendments
to § 811.93 are shown in column (3).
In column (4) the deficits in quotas de-

claxed herein amounting to 36,273 short
tons, raw value, are herein prorated to
Western Hemisphere countries, excluding
Haiti, listed in section 202(c) (3) (A) of
the Act, on the basis of published quotas
most recently in effect.

Temporary
quotas and Previous New deficit Total

Country Basic quotas prorations deficit prorations -quotas and
pursuant to ' prorations prorations
Sec. 202(d) I

(1) (2) (3) (4) (6)

3cxico ---------------------------- 246,095 207,041 93,156 6, 9SO 616, 272
Dominican Republ. ----------- - 240,693 2431,168 146, 704 7,405 655, 90
BraziL .. ....--- ......-------- 240, 683 261,168 95,993 6,826 04, 676
Peru. ..--------------------------- 191, 973 20s,313 76,571 5,445 4S2,302
]Briti3h West Indies --------------- 90,146 76,413 33,730 2,5%56 203 ,5
Ecuador ------------------------- 35,020 3, 001 13,963 993 87, 982
French West Indie ---------------- - 30,244 24,039 10,610 741 65,633
Argentina ------------------------- 29,608 3,126 11,810 840 74,334
Costa Rica ..---------------------- 28,334 30,746 11,3 1 804 71,185
Nicaragua ------------------------- 28,334 30,746 11,301 804 71,185
Colombia -------------------------- 26,469 27,637 10,160 722 63,938
Guatemala ----------------------- 23,877 25, 909 9,523 577 59, 0M
Panama --------------------------- 17,828 19,347 7,111 t06 44,792
El Salvador ----------------------- 17,510 18,999 6, 933 497 43,089
Haiti ---------------------------- 13,371 14,510 -381 -4,434 23,006
Venezuela ------------------------- 1,098 13,127 4, 820 343 30,39
British Hondura .------------------ 7, 004 5, 56 2,458 172 1, 200
Bolivia ---------------------------- 2,86 3,110 1,143 81 7,199
Honduras------------------------- 2%865 3,110 1,143 81 7,199
Australia ------------------------- 114,611 0,434 ------------------------------ 205,045
Republic of China ----------------- 47,754 37,631 ------------------------------- 85,435
India --------------------------- 45,844 36,174 ------------------------------- 82,018
South Africa ----------------------- 33,746 26,628 ----------------------------- 60,374
FJi Islands ------------------------ 26,151 19,845 ------------------------------ 44,906
Thailand -------------------------- 10,606 8,290 ------------------------------- 18, 706
Mauritius ------------------------- 10,66 s, 290 ------------------------------- 1, 7906

A y Republic ---------------- .5,412 4,270 -----.................--------- 9,6 q2
Swaziland ------------ ---------- 4,139 3,26 -------------------------------- 7,405
Ireland ---------------------------- 5,351 0 ------------------------------ 51
Bahamas ------------------------- 1 0,000 0 ------------------------------- 10,000

Total -----.----------------- 1,603,027 It W5, 953 553115 31,839 3,783,034

' Proration of the quotas withheld from Cuba and Southern Rhodesia.

(Secs. 201, 202, 204, and 403; 61 Stat. 923, Chapter IX-Consumer and Marketing
as amended, 924, as amended, 925, as
amended, 932; and 7 U.S.C. 1111, 1112, 1114, Service (Marketing Agreements and
and 1153) - Orders; Fruits, Vegetables, Nuts),

Effective date. This action prorates ad- Department of Agriculture
ditional deficits in quotas of 36,273 tons PART 914-ORANGES GROWN IN
to Western Hemisphere countries. In INTERIOR DISTRICT IN FLORIDA
order to promote orderly marketing, it
is essential that this amendment be effec- Method of Allocating Fixed Quantity
tive Immediately so that all persons sell- Notice was published in the FEDERAL
Ing and purchasing sugar for consump- REOISTR issue on November 25, 1971 (36
tion in the continental United States RI issue on Noember 2 1 (
can promptly plan and market under FR. 22589), that the Department was
the changed marketing opportunities. giving consideration to a proposed
Therefore, it is hereby determined and amendment of § 914.130 of the rules and
found that compliance with the notice, regulations (Subpart-Rules and Regu-
procedure, and effective date require- lations; 7 CFR Part 914.130; 36 F.R.
ments of 5 U.S.C. 533 is unnecessary, im- 3801) currently effective pursuant to the
practicable, and contrary to the public applicable provisions of the marketing
interest and this amendment shall be agreement and Order No. 914 (7 CFR
effective when filed for public inspection Part 914), regulating the handling of
in the Office of the Federal Register. oranges grown in the Interior District in

Florida, hereinafter referred to collec-
Signed at Washington, D.C., on De- tively as the "order." This is a regulatory

cember 17, 1971. program effective under the applicable
Kzinor E. FRICK, provisions of the Agricultural Marketing

Administrator, Agricultural Sta- Agreement Act of 1937, as amended (7
bilization and Conservation U.S.C. 601-674). The aforesaid amend-
Service. ment was proposed by the Interior

[PFR.Doc.71-18689 Filed 12-17-71;3:58pM Orange Marketing Committee estab-

lished pursuant to the marketing agree-
ment and order as the agency to admin-
ister the provisions thereof, No written
data, views, or arguments were fled with
respect to said proposal during the pe-
riod specified therefor in the notice.

Section 914.45 of the order outlines
requirements that the quantity of oranges
fixed by the Secretary which may be
handled during any week shall be al-
located between early and midseason type
oranges and late type oranges on the
basis of the average percentage of the
total shipments of each type of oranges
during the preceding three fiscal periods
subject to stated adjustments. The
amendment updates the division of al-
lotment between the two types of oranges
so as to be applicable during any week
of the 1971-72 fiscal period, when ship-
ments of both types are being made, by
specifying the percentage flgure=s to be
used in reflecting the respective actual
average percentages of total shipments
represented by each of the types during
the last three fiscal periods (1960-69
through 1970-71).

After consideration of all relevant mat-
ter presented, including that in the no-
tice, It is hereby found that amendment,
as hereinafter set forth, of said rules
and regulations Is in accordance with the
order and will tend to effectuate the
declared policy of the act.

Therefore, the table following the In-
troductory language of paragraph (b) of
§ 914.130 is amended to read as follows:

§ 914.130 Method of allocating fixed
quantity.

(b) * 

TABLr

(For 1971-72 Fiscal Period)

Early and nidseason typo
oranges in shipments for 2 weeks later 3 weelo later

a given week

99
0797
0
05
94
93
92
91
go
89
93
87
so
85
84
83
82
81
8o
79
78
77
76
75
74

pccami
78
74
70

59
to
43
45
42
39
37
33
31
Zo
29
23
27
20
21
21
21
2323
22
21

Fercent

44
40
at

27
21
23
21
19

17
15
14
13
12
12
11
11
11
10
10
10

-0 9
0
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TABa--Contlnued-

(Fo 19n1-72 Fiscal Peiod)

Early and midseason type
oranges inshpmentsJr 2 weeks later 3 weeks latera given "week

Perrt Pffcrcs Pvcrst
73 21 8
72 20 7
71 2 7
7M. 19 7
69 1 7
63 17 6
67 17 6
66 16 6
65 15 5
64 15 5
63 14 5
62 14 5
61 11 5
60 13 4
59 '13 4
fi 13 4
57 13 4
56 , 12 4
55 11 4
54 11 4
53 11 4
52 10 4
51 10 4
50 10 4
49 10 4
48 9 3
47 9 3
46 9 3
45 8 3
44 8 3
•43 8 3
42 7 3
41 7 3
40 7 3
39 7 3
38 6 3
37 6 3
36 6 3
35 6 3
34 5 2
33 5 2
32 5 2
31 5 2
3o 4 2
29 4 2
23 4 2
27 4 2
25 4 2
25 4 2
24 4 2
23 4 2
22 3 2
21 3 2
20 3 2
19 3 2
is 3 2
17 3 1
16 2 1
15 2 1
14 2 1
13 2 1
12 2 1
11 2 1
10 2 1
.92 1
8 2 1
7 2 1
6 1 15 1 1
4 1 1
3 1 1
2 1 0
1 0 0

It is hereby found that good cause
exists for not postponing the effective
date hereof until 30 days after publica-
tion in the FEDERAL REGISTEF (5 U.S.C.
553) in that (1) shipments of early and
midseason type oranges are currently in
progress, and it is estimated that ship-
ments of late type oranges will begin
very shortly; (2) the table of percentages,
herein set forth, is pursuant to § 914.45-
of this part which requires that the total
quantity of oranges fixed by the Secre-
tary which may be handled during any
week of a fiscal period shall be allocated
between the two types of oranges; (3)
such allocation is required to reflect the
respective average proportions of both

types of oranges that were shipped during
a specified week in the previous three
fiscal periods subject to specified adjust-
ments; (4) notice of proposed rule-mak-
ing relative to such amendment was pub-
lished in the FEnAL REGrsTER (36 F.R.
22589), and no written data, views, or
arguments were filed with respect to such
percentages or their applicability to the
1971-12 fiscal period; (5) the percentages
specified herein are applicable in all
weeks of the current fiscal period (which
began on August 1,1971) when shipments
of both types of oranges are being made.
(Sees. 1-19, 48 Stat. 31, as amended; 7 U.S.C.
601-674)

Dated: December 16, 1971.

PAUL A. NbcHoLsou,
Deputy Director, Fruit and

Vegetable Division, Consumer
and Maraeting Service.

[FR Doc.71-18630 Filed 12-21-71;8:,46 am1

PART 929-CRANBERRIES G.!OWN
IN THE STATES OF MASSACHU-
SETTS, RHODE ISLAND, CONNECTI-
CUT, NEW JERSEY, WISCONSIN,
MICHIGAN, MINNESOTA, OREGON,
WASHINGTON, AND LONG ISLAND
IN THE STATE OF NEW YORK

Expenses and Rate of Assessment
and Carryover of Unexpended Funds

On December 3, 1971, notice of pro-
posed rule making was published in the
FEDERAL REGIrTER (36 F.R. 23072) regard-
ing proposed expenses and the related
rate of assessment for the fiscal pelod
September 1, 1971, through August 31,
1972, and carryover of unexpended funds
from the period September 1, 1970,
through August 31, 1971, pursuant to the
marketing agreement, as amended, and
Order No. 929, as amended (7 CFR Part
929), regulating the handling of cran-
berries grown in the States of Mas-
chusetts, RhodeIsland, Connecticut, New
Jersey, Wisconsin, Michigan, Minnesota,
Oregon, Washington, and Long Island in
the State of New York. This regulatory
program is effective under the applicable
provisions of the Agricultural Marketing
Agreement Act of 1937, as amended (7
U.S.C. 601-674). The notice afforded 10
days for interested persons to submit
written data, views, or arguments in con-
nection with said proposals. None were
received.

After consideration of all relevant
matter presented, including the proposals
which were submitted by the Cranberry
Marketing Committee (established pur-
suant to the amended marketing agree-
ment and order) and set forth in the
aforesaid notice, it is hereby found and
determined that:

§ 929.212 Expenses and rate of asse-ss-
ment.

(a) Expenses. The expenses that are
reasonable and likely to be incurred by
the Cranberry Marketing Committee
during the fiscal period September 1,
1971, through August 31, 1972, will
amount to $54,050.

(b) Rate of aczessment. The rate of
aszze ment for saId period, payable by
each handler In accordance with § 929A1,
I- f-L-ed at $0.03 per bar rel of cranberries,
or equivalent quantity of cranberries.

(c) Reserve. Unexpended azzessment
funds, in excezs of expenses incurred
during the fiscal period ended August 31,
1971, are.carrled over as a reserve in ac-
cordance with § 929.42 of caid amended
marketing agreement and order.

It Is hereby further found that good
cause exists for not postponing the effect-
tive date hereof until 30 days after pub-
licatonin the FEDERAL REGIsaE (5 U.S.C.
553) in that (1) shipment- of cranberries
are now being made, (2) the relevant
provisions of said marketing agreement
and this part require that the rate of
aSsessment herein fixed shall be appli-
cable to all assessable cranberries han-
died during the aforesaid period, and (3)
such period began on September 1, 1971,
and said rate of assessment will auto-
matically apply to all such cranberries
beginning with such date.
(Sem. 1-19, 48 Stat. 31, a amended; 7 U.S.C.
co.-04)

Dated: December 16, 1971.

PAUL A. NIcEoLsozT,
Deputy Director, Fruit and

Vegetable Division, Consumer
and Marketing Service.

[FR Doc.71-18530 Filed 12-21-71;8:46 am]

Title 1 f-COMMERCIAL
PRACTICES

Chapter I-Federal Trade
Commission

SUSCHAPTER A-PROCEDURES AND RuES OF
PRACTICE

PART I-GENERAL PROCEDURES
PART 4-MISCELLANEOUS RULES

Public Disclosure of Records
The Commission announces the foi-

lowing amendments to Parts I and 4 of
Chapter I of Title 16 of the Code of Fed-
eral Regulations. These amendments are
effective on the date of their publication
in the FEDEnRAIR Ersra (12-22-71).

Section 1.4(a) is revised to read as
follows:

§ 1.4 Public diislosure.
(a) Advisory opinions, and requests

therefor, Including names and details,
wll be placed in the Commision's public
record immediately after the requesting
party has received the Commission's ad-
vice, subject to any limitations o= public
disclosure arising from statutory restric-
tions, the Commission's rules, and the
public interest.

Section 4.9(e) (13) is amended to read
as folovs:

§ 4.9 Public records.

(e) *
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(13) Requests for advisory opinions
under §§ 1.1 and 3.61(d) or for advice
concerning proposed mergers and appli-
cations for approval of proposed dives-
titures, acquisitions, or similar transac-
tions subject to Commission review under
outstanding orders. Also included are the
supporting materials and communica-
tions with respect to such requests re-
ceived by any member of the Commission
and any employee involved in the de-
cisional process, to the extent that such
requests, applications, and materials are
made public under § § 1.4 (a) and (b) and
3.61 (d) and (f) of this chapter; objec-
tions or comments with respect to pro-
posed divestitures, acquisitions, or
similar transactions which are filed for
the public record; and any advice or re-
sponse given and made public under
§§ 1.4 (a) or (b) and 3.61 (d) or (f) of
this chapter, together with a statement of
supporting reasons.

(,iec. 6, 38 Stat. 721; 15 U.S.C. 46)

By direction of the Commission dated
December 14, 1971.

[SEAL] CHARLES A. TOBIN,
Secretary.

[FR Doc.71-18663 Filed 12-21-71; 8:46 am]

Title 20-EMPLOYEES'
BENEFITS

Chapter Ill-Social Security Admin-
istration, Department of Health,
Education, and Welfare

[Reg. No. 10, further amended]

PART 410-FEDERAL COAL MINE
HEALTH AND SAFETY ACT OF 1969,
TITLE IV-BLACK LUNG BENEFITS
(1969-)

Miscellaneous Amendments

Correction

In P.R. Doc. 71-18193 appearing at
page 23752 in the issue for Tuesday, De-
cember 14, 1971, in § 410.215(c), first
line, the word "compiled" should read
"complied".

Title 21-FOOD AND DRUGS
Chapter I-Food and Drug Adminis-

tration, Department of Health, Ed-
ucation, and Welfare

SUBCHAPTER B-FOOD AND FOOD PRODUCTS

PART 121-FOOD ADDITIVES

Subpart C-Food Additives Permitted
,in Feed and Drinking Water of An-
imals or for the Treatment of Food-
Producing Animals

TYLOSInS

The Commissioner of Food and Drugs
has evaluated supplemental new animal
drug applications (13-162V and 15-
166V) filed by Elanco Products Co., a

Division of Eli Lilly and Co., Indianap-
olis, Ind. 46206, proposing the safe and
effective use of tylosin in the feed of
replacement chickens to aid in the con-
trol of chronic respiratory disease caused
by Mycoplasma gallisepticum. The sup-
plemental applications are approved.

Therefore, pursuant to provisions of
the Federal Food, Drug, and Cosmetic

Act (sec. 512(i), 82 Stat. 347; 21 U.S.C.
360b(t)) and under authority delegated
to the Commissioner (21 CFR 2,120),
Part 121 Is amended in § 121.217(d) by
adding a new item 9 to table 3, as follows:

§ 121.217 Tylosin.

(d) *

TABLE 3.-TyLosS IN ANrIAL FEED

Principal Grams Combined Grams
Ingredient per with- - per Limitations Ind, iatonq for uo

ton ton

... -8 *t *..

9. Tylosn - 1,000 ".-"-.......-"-. For replacement chiciens; as tyin To aid In the control of
phosphate; withdraw 9 days beforo ehronio relpirntory
slaughter; adminlster In ked to dlwrao cattud by
chickens 0 to 5 days of agi, follow Mycopliona Ua~llfscl
with second administration In feed tiitcn.
for 24 to 48 hours at 3 to 5 weeks of
ago.

Any person who will be adversely af-
fected by the foregoing order may at any
time within 30 days after its date of
publication in the FEDERAL REGISTER file
with the Hearing Clerk, Department of
Health, Education, and Welfare, Room
6-88, 5600 Fishers Lane, Rockville, Md.
20852, written objections thereto in
quintuplicate. Objections shall show
wherein the person filing will be ad-
versely affected by the order and specify
with particularity the provisions of the
order deemed objectionable and the
grounds for the objections. If a hearing
is requested, the objections must state
the issues for the hearing. A hearing
will be granted if the objections are
supported by grounds legally sufficient
to justify the relief sought. Objections
may be accompanied by a memorandum
or brief in support thereof. Received ob-
jections may be seen in the above office
during working hours, Monday through
Friday.

Effective date. This order shall become
effective on its date of publication in
the FEDERAL REGISTER (12-22-71).
(Sec. 512(1), 82 Stat. 347; 21 U.S.C. 360b(I))

Dated: December 10, 1971.

C. D. VAN OUVELING,
Director,

Bureau of Veterinary Medicine.

[FR Doc.71-18649 Filed 12-21-71:8:51 am]

PART 135c-NEW ANIMAL DRUGS IN
ORAL DOSAGE FORMS

Diphenylhydantoin Sodium Capsules

The Commissioner of Food and Drugs
has evaluated a supplemental new animal
drug application (6-032V) filed by Parke,
Davis & Co., Joseph Campau Avenue at
the River, Detroit, Mich. 48232 proposing
the safe and effective use of dphenyl-
hydantoin sodium capsules for the treat-
ment of dogs. The supplemental applica-
tion is approved.

Therefore, pursuant to provisions of
the Federal Food, Drug, and Cosmetic
Act (sec. 512(i), 82 Stat. 347; 21 U.S.C.
360b(i)) and under authority delegated
to the Commissioner (21 CFR 2.120),

Part 135c is amended by adding a new
section as follows:
§ 135c.62 Diphenylhydantoin nodium

capsules.
(a) Specifications. Dlphenylhydantoln

sodium capsules conform to U.S.P.
XVIII requirements.

(b) Sponsor. See code No. 049 In
§ 135.501(c) of this chapter.

(c) Conditions of use. (1) The drug Is
indicated for use In the control of epilep-
tiform convulsions in dogs.

(2) An initial dose of from 4 to 8 milli-
grams per pound of body weight In
divided doses is suggested with the dose
then gradually Increased or decreased to
the daily minimum amount necessary to
maintain control.

(3) Since control with the drug re-
quires several days, the transition from
other anticonvulsants to this drug should
be gradual. Sudden withdrawal of other
anticonvulsants, including phenobar-
bital, should be avoided In order to ee:r-
cise proper control of the convulsions.

(4) For use only by or on the order of
a licensed veterinarian.

Effective date. This order shall be ef-
fective upon publication In the FEDERAL
REGISTER (12-22-71).
(Sec. 512(1), 82 Stat. 347; 21 U.SC. 30b(i))

Dated: November 14, 1971.
C. D. VAN HOUWELIVna,

Director,
Bureau of Veterinary Medicine.

[FR Doe.71-186417 Filed 12-21-71;8:50 am)

SUBCHAPTER C-DRUGS

STERILE BENZATHINE PENICILLIN G
AND PROCAINE PENICILLIN G SUS-
PENSION FOR VETERINARY USE

Antibiotic Drug and Now Animal
Drug Application Evaluation

The Commissioner of Food and Drugs
has evaluated a supplemental new animal
drug application (65-087V) filed by Fort
Dodge Laboratories, Fort Dodge, Iowa
50501, proposing the safe and effective
use of sterile benzathine penicillin Q and
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procaine penicillin G suspension for in-
jection for the treatment of horses, beef
cattle, and dogs. The supplemental appli-
cation is approved.

Since the drug is subject to batch cer-
tification under provisions of section 512
(n) of the Federal Food, Drug, and Cos-
metic Act, this order establishes both
antibiotic drug and new animal drug
regulations. In addition, this drug and all
injectable benzathine penicillin drugs
are placed on a prescription basis for
veterinary use. The order also amends the
regulations to provide for negligible resi-
dues of penicillin in the edible tissues of
treated beef cattle.
. Therefore, pursuant to provisions of
the Federal Food, Drug, and Cosmetic
Act (sec. 512(i), (n), 82 Stat. 347, 350; 21
U-S.C. 360b(i) (n)) and under authority
delegated to the Commissioner (21 CFR
2.120), Parts 135b, 135g, and 146a are
amended as follows:

PART 135b-NEW ANIMAL DRUGS
FOR IMPLANTATION OR INJECTION

1. In part 135b by adding the following
new section:

S135b.43 Sterile benzathine penicillin
G and procaine penicillin G suspen-
sion, veterinary.

(a) Specifications. Meets the specifi-
cations in § 146a.86 of this chapter. Each
cubic centimeter contains 150,000 units
of benzathine penicillin G and 150,000
units of procaine penicillin G in aqueous
suspension.

(b) Sponso. See code No. 017 in
§ 135.510(c) of this chapter.
(c) Related tolerances. See § 135g.12 of

this chapter. -
(d) Conditions of use. (1) It is used for

the treatment of bacterial infections sus-
ceptible to penicillin G in horses, dogs,
and beef cattle.

(2) Injectintramuscularlyinhorses at
2 cubic centimeters per 150 pounds of
body weight. Inject intramuscularly or
subcutaneously in dogs at 1 cubic cen-
timeter per 10 to 25 pounds of body
weight. Inject beef cattle subcutaneously
only at 2 cubic centimeters per 150
pounds body weight. The dosage should
be repeated in 48 hours.

(3) Treatment in beef cattle should be
limited to'two doses. Not to be used in
beef cattle within 30 days of slaughter
nor in horses intended for food purposes.

(4) Restricted to use by or on the or-
der of a licensed veterinarian.

PART 135g-TOLERANCES FOR RESI-
DUES OF NEW ANIMAL DRUGS IN
FOOD

2. Part 135g'is- amended by revising
135g.12 to read as follows:

§ 135g.12 -Penicillin.

Tolerances are established for residues
of penicillin and the salts of penicillin in
food as follows:

(a) 0.05 part per million (negligible
residue) in the uncooked edible tissues of.
cattle.

(b) Zero in the uncooked edible tissues
of chickens, turkeys, pheasants, quail,

and swine; in eggs; and'in milk or in any
processed food in which such milk has
been used.

PART 146a-CERTIFICATION OF PEN-
ICILLIN AND PENICILLIN-CONTAIN-
ING DRUGS

.3. Part 146a is amended;
a. By revising § 146a.77(c) (2) to read

as follows:

§ 146a.77 Benzathine penicillin G for
aqueous injection.

(c) * * *
(2) It is packaged for dispensing and

intended solely for veterinary use. Its la-
bel-and labeling shall comply with all re-
quirements prescribed by subparagraph
(1) of this paragraph, except that in lieu
nf the re 1erement of 6 1 If10(b) of this
chapter, it shall be
with the requirer
§ 1.106(c) of this
section 502(f) of th

b. In § 14;a.85 b
graph (c) as parag
ing a new paragrap

§ 146a.85 Benzal
crystalline pe
injection.

(c) Ifitispackag
intended solely fo
shall be labeled in
requirements of §
except that in lieu
of § 148.3(a) (1), of
be labeled in acco
quirements prescri
this chapter, issued
of the act.

c. In § 1{6a.90 b
(b) as follows:

§ 146a.90 Procain
zathlne penicil
sulfate solution
penicillin and
G in diliydrost
lution, velerin
cillin and benz
crystalline dilh
fate solution, ve

(b) It shall be I
with the requirem
chapter, except th
quirements of § 148
ter, it shall be label
the requirements pr
of this chapter, iss
(f) of the act.

d. In § 146a.100 b
graph (c):

§ 146a.100 Benzat
oil.

(c) If it is packag
intended solely fo
shall be labeled in
requirements of §

except that in lieu of the requirements
of § 148.3(a) (1) of this chapter, it shall
be labeled in accordance with the require-
ments prescribed by § 1.106(c) of this
chapter, Issued under section 502(f) of
the act.

e. In § 146a.101(a) by inserting the
following In reserved subparagraph (3):

§ 146a.101 Benzathine penicillin G and
procaine penicillin G in oil.

(a) * **
(3) If It Is paclza-ed for dispensing and

Intended solely for veterinary use, it shall
be labeled in accordance with the re-
quirements of § 148.3 of this chapter,
except that in lieu of the requirements
of § 148.3 (a) (1) of this chapter, it shall
be labeled in accordance with the re-
quirements of § 1.106(c) of this chapter,
issued under section 502(f) of the act.

labeled in accordance * *

nents prescribed by f. By revising § 146a.110 to read as
chapter, issued under follows:
ae act. § 146a.110 Benzatlhine penicillin G in
a • a streptomycin sulfate solution, veter-

y redesignating pam- inary; benzatbine penicillin G in di-
raph (d). and insert- lydrostreptomycin sulfate solution,
ph (C) as follows: veterinary (bcnzathine penicillin G

in crystalline dihydrostreptomycin
xine-procaine.huffered sulfate solution, veterinary).
iicillins for aqueous B zthine penicillin G in streptomy-

cli sulfate solution, veterinary, and
a * a benzathlne penicillin Gin dihydrostrep-

red for dispensing and tomycin sulfate solution, veterinary,
r veterinary use, It conform to all requirements and are
accordance with the subJect to all procedures preseribed by

148.3 of this chapter, § 146a.67 for procaine penicillin in
of the requirements streptomycln sulfate solution, veterinary,
this chapter, It shall and procaine penicillin in dihydrotrep-

rdance with the re- tomycin sulfate solution, veterinary, ex-
bed by § 1.106(c) of cept that:
under section 502(f) (a) Benzathine penicillin G is used in

lieu of procaine penicillin. The benza-
, a a thine penicillin G used conforms to the

y revising paragraph requirements of § 146a.68 (a).
(b) It shall be labeled in accordance

with the requirements of § 148.3 of this
e penicillin and ben- chapter, except that in lieu of the re-
In G in streptomycin quirements of § 148.3 (a) (1) of this chap-
, veterinary; procaine ter, It shall be labeled in accordance
benzathine penicillin with the requirements of § 1.106(c) of

reptomycin sulfate so-trt (procaine pea . this chapter, Issued under section 502(f)

athine penicillin G in oftheact.
ydrostreptoniycin sul- (c) Its label and labeling shall bear
cterinary), the statement "Warning-not for use in

animals raised for food production."
Data supplied by the manufacturer

abeled in accordance concerning the subject antibiotic drugs
nts of § 148.3 of this have been evaluated. Since the condi-
at In lieu of the re- tions prerequisite to providing for certi-
.3(a) (1) of this chap- flcatlon have been complied with and
ed in accordance with since it is in the public Interest not to
esrilbed by § 1.106(c) delay in so providing, notice and public
ued under section 502 procedure and delayed effective date are

not prerequisites to this promulgation.
a a a Effective date. This order shall become

y adding a new Para- effective upon publication in the Fa-
EnAL REoisTza (12-22-71).
(Sc. 512(1), (n), 82 Stat. 347, 350; 21 U.S.C.

thine penicillin G in 30b(l) (n))

Dated: December 10,1971.

ged for dispensing and
*r veterinary use, it
accordance with the

148.3 of this chapter,

C. D. V n HouwnELN,
Director,

Bureau of Veterinary Medicine.
[IFR Doc.71-18G48 Filed 12-21-71;8:50 am]
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Title 40-POTETON
OF ENTIIROMP ENT

Chapter I-Environmental Protection
Agency

SUBCHAPTER E-PESTICIDE PROGRAMS

PART 180-TOLERANCES AND EX-,
EMPTIONS FROM TOLERANCES FOR
PESTICIDE CHEMICALS IN OR ON
RAW AGRICULTURAL COMMODI-
TIES

Subpart D-Exemptions From
Tolerances

CERTAIN INERT INGREDIENTS IN PESTICIDE
FOPIirLATIONS

In response to the notice published in
the FEDERAL REGISTER of December 8,
1970 (35 P.R. 18622), proposing that
§ 180.1001 (c) and (d) be amended to
exempt certain additional inert ingredi-
ents from the requirement of a tolerance
when used in pesticide formulations, 12
manufacturers submitted comments. No
requests were received for referral of the
proposal to an advisory committee pur-
suant to section 408(e) of the Federal
Food, Drug, and Cosmetic Act. The com-
ments questioned the absence of certain
items from the list and the need for limit-
ing the use of some inert ingredients to
the time before the crop emerges from the
soil.

Having considered the comments re-
ceived and other relevant information, it
is concluded that the proposal should be
adopted as set forth below. Some of the
proposed items have been changed; the
misspelling of one, epichlorohydrin, has
been corrected; three new items, wheat
starch, calcium citrate, and 1,1,1-tri-
chloroethane, have been added to the list
of items in the table in § 180.1001(c);
and two items, magnesium sulfate and
monochlorobenzene, have been deleted
from the order because they have already
been exempted from the requirement of a
tolerance by another order.

The precise status of any ingredient as
being in the active or inert category can
only be established in relation to in-
dividual formulations, the primary toxi-
cant involved, and the particular uses
which are specified. It is possible that
some of the inert ingredients being added
to the two tables in § 180.1001 could be
considered active ingredients. Accord-
ingly, the introductory sentences of para-
graphs (e) and (d) are revised by in-
cluding the parenthetical statement "(or
occasionally active)" after the word
"inert."

Section 121.102 Adjuvants for pesti-
cide chemicals of the food additive regu-
lations (21 CFR 121.102) exempts sub-
stances listed in § 180.1001(c) and (d)
from the requirement of a food additive
tolerance under section 409 of the act for
use as adjuvants added to pesticides by
growers or applicators prior to applica-
tion to the raw agricultural commodity.
Accordingly, the substances shown below
are exempted from such a food additive
tolerance.

Part 120, Chapter I, Title 21 was re-
designated Part 420 and transferred to
Chapter IHr (36 F.R. 424). Subsequently,
Part 420, Chapter III, Title 21 was re-
designated Part 180 and transferred to
Subchapter E, Chapter I, Title 40 (36 FR.
22369).

Therefore, pursuant to provisions of
the Federal Food, Drug, and Cosmetic
Act (sec. 408(c), (e), 68 Stat. 512, 514; 21
U.S.C. 346a(c), (e) ),the authority trans-
ferred to the Administrator (35 F-R.
15623), and the authority delegated by
the Administrator to the Deputy Assist-
ant Administrator for Pesticides Pro-
grams of the Environmental Protection
Agency (36 P.R. 9038):

1. -Section 180.1001 Is amended by ro-
vising the introductory sentence." of
paranraphs (c) and (d) and by alpha-
betically inserting In paragraphs (c) and
(d) new items, as follows:
§ 180.1001 Exempions from the re-

quirement of a tolerance.

(c) Rezidues of the following mate-
rial" are exempted from the requirement
of a tolerance when used in accordance
with good agricultural practice as inert
(or occasionally active) ingrediento In
pesticide formulations applied to grow-
Ing crops or to raw agricultural com-
modities after harvest:

Inert Ingredients Limits Urn.

Acetic anhydride ------------------------------ Solvent, cozolvnt.

Ammonium spate ................................................. t, c er.

Calcium c i t r a t e.------------------------------ Solid cliluent, carrier.

Calcium phosphate ----------------------------- Do.

e-Culluloe ............ .......................................... Do.a.. ....5

Citrus m eal ........... ................................. . . ......... D o.

Cod liver oil -......... ----------------------------------- Solvent, co:olvent.
. .* . 0

Corninc1^ 1nal ------------------------------------------------------------- -Solid dluent. carrier.

Dimethylpolysiloxane (as defined In § 121.10D0) --------------- Defoarning agent.

Ferric sulfate.. -.. - --------- ------------------- Solid diluent, carrier.
Fish meal ------. . ..------------------------.--------------------------o Do n
Fish ol ..................................................... .. ::::. Solvent, ao..lvenL

nydroxypropyl methylelulose -------------------------------- Thickener.

Lard -------------------------------- ------------------- Solid dfluent, carrimr

Magnesium oxide -- ----------------------------------------------- Do.

Magnesium stearato ---- ---------------------------------------*--- Surfactant.

Oatmeal ------------------------------------- ----------------------------- Solid diluent, carrier
Oats ------------------------------------------------------------- Do.aas. . . . . . . . . . . . . . . . . . . . . . . ..... .. .. .. . ... o

I'almltle a -id . . . ..---------------------------------------------- Diluent.a. ... a..
Polymerized sodium m thacrylate- .--------------------------p......... p control.

Potassium chlorido_ .. .. .. . . .....------------------------------------------ Solid diluent, carr e.
S .. .. . . . . . .. . . . . . . .. .. .. .. ..

Potassium phosphate---------------------- ------------------------ Buffer.
Proplone acid -------------------------------- ------------------- -- Calyst.

5a*a. a.

Propylene glycol alginate (as defined In§ 121.1015)--.------------------- DefeAsning agent.

Sand------------------------------------------------------------- Soid diluent, carrier.

Sodium bicarbonate ----------------------------------------- Neutralizer.

Sodium chloride -------------------------------------------------- Solid diluent, cafrier.

Sorbitan fatty acid esters (fatty acids limited to---------............... Suactan relatd
Cu, C1, C1i, and Cis containing minor amounts rurfactante.
of associated'fatty acids) and their poly(oxyethyl-
ene) derivatives; tho poly(oxyethylene) content
averages 16-20 moles.

Boybean oil ------------------------------------------------- olvent coolvent'
Starch (po ,taaploca, and ' .h.atX----------------------------------S olid dluent, carrier.
S tearic id ---- ------------ -------------- --- -- - --..-.- -.. . . . . . . . . . . . . . . . . D ilu en t.

1,1, 1-Triehloroethane ------------------------------------------------------ Solvent, cozolvent.
a.0 a.. 1..

Xanthan gumn-------------------------------------------------Thickener.

adjuvenfi of I
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2. To eliminate duplication and over-
lapping when the above substances are
added to the table in § 180.1001(c), the
following item is deleted therefrom:

Sorbitan fatty acid esters (fatty acids
Umited to C,2, C,4, C6, and Cis containing
minor amounts of associated fatty acids)
and their poly(oxyethylene) derivatives;
the poly(oxyethylene) content averages
20 moles.

3. Prior to publication of the afore-
mentioned proposal, a request was sub-

RULES AND REGULATIONS

mitted to amend §
the limits of the fl.
C.) - omega - hydr
* * *" in the tabl
Accordingly, §180.1
revising said item,

§ 180.1001 Fxem]
quirement of a

(d) C * *

Inert ingredients Limits

a-AIky(C-C)-mea-hydroxy-poly(oxyethylene) -------------------- -Surfactan
mixture of dihydrogen phosphate and mono- surfacta
hydrogen phosphate esters and the corresponding
ammonum, calcium, magnesium, monoethanol-
amino potassium, sodium, and sinc salts of the
phosphate esters; the poly(oxyethylene) content
averages 3-20 moles.

Any person who will be adversely af-
fected by the foregoing order may at any
time within 30 days after its date of pub-
lication in the FEDERAL REGISTER file with
the Objections Clerk, Environmental
Protection Agency, Room 3175, South
Agriculture Building, 12th Street and
Independence Avenue SW., Washington,
DC 20250, written objections thereto in
quintuplicate. Objections shall show
wherein the person filing will be ad-
versely affected by the order and specify
with particularity the provisions of the
order deemed objectionable and the
grounds for the objections. If a hearing
is requested, the objections must state
the issues for the hearing. A hearing
will be granted if the objections are sup-
ported by grounds legally sufficient to
justify the relief sought. Objections may
be accompanied by a memorandum or,
brief in support thereof.

Effective date. This order shall become
effective on its date of publication in the
FEDERAL REGISTER (12-22-71).
(Sec. 408 (c), (e), 68 Star. 512, 514; 21 U.S.C.
346a (c), (e))

Dated: December 13, 1971.

WILLIAM M. UPHOLT,

Deputy Assistant Administrator
for Pesticides Programs.

[r. Doc.71-18528 Filed 12-21-71; 8:45 am[

Title 47- TELECOMMUNICATION
Chapter I-Federal Communications

Commission
[Docket No. 18397; FCC 71-1234]

PART O-COMMISSION
ORGANIZATION

PART 74-EXPERIMENTAL, AUXIL-
IARY, SPECIAL BROADCAST AND
OTHER PROGRAM- DISTRIBU-
TIONAL SERVICES

CATV Systems

rules and regulatiol
nity antenna tele
inquiry into the de'
nications technolo
formulate regulate
making" and/or I
Docket No. 18397.

1. In the Third
Docket No. 18397,
2d 13, released Octo
mission adopted F(
"CATV Annual Fk
Commission previo
reconsideration of

180.1001 by extending by Form 326-A, we are amending
ut item "c-Alkyl(C,- § 0.457(d) of the Rules to mlake It clear
oxypoly(oxyethylene) that the computation forms will not be

routinely available for public Inspection.
le in paragraph (d). Authority for adoption of rules neesar

001(d) is amended by to Implement this order is set forth in
as follows: sections 4 (1), (J), and (k), 303, and 403

of the Communications Act of 1934, mi
tions from the re- amended. The necessary amendments to
tolerance. Part 0 and Part. 74 of the Commission's

* * rules are contained below.
Accordingly, it is ord~rcd, That, offec-

tive January 21, 1972, Part 0 and Part 74
Use of the Commission's rules and regulations

are amended as set forth below.
its, related adjuvants of (Sees. 4, 303, 403, 48 Stat., as amended, 1060,
nts. . 1082, I094; 47 U.S.C. 164, 303, 403)

Adopted: December 8, 1971.
Releaed: December 20, 1971.

*.. FEDERAL COMMIUIICATIOIS

CorsrmssioIu,9

as relative to commu- [SEAL] BEIN F. WAPL,
vision systems; and Secretary.
velopment of commu- Part 0 and Part 74 of Chapter 1 of Title
,gy and services to 47 of the Code of Federal Regulations are
rry policy and rule amended as follows:
egislative proposals; 1. Section 0.457(d) (1) Is amended by

adding subparagraph (lv) as follows:
Report and Order in § 0.457 Records not routinely available
FCC 71-1035, 32 FCC ror public inspection.
ber 14,1971, the Com-
CC Form 326, entitled (d) * * 0

nancial Report." The (1) C *
usly indicated in the (iv) Annual fee computation forms
the Report and Order submitted for cable television ystems

FCC 7131 2 FCC pursuant to § 74.1125 of this chapter.
2d 139, which concerned, inter alia, the
adoption of an annual fee for cable tele-
vision systems, that payment of this fee
should accompany the filing of Form 326.
Pending the adoption of that form, the
Commission issued FCC Form 326-A,
entitled "Computation of CATV Annual
Fee," to simplify calculation of the ap-
propriate fee and fee collections (cable
operators were requested to file the form
,with the appropriate fee attached) .

2. The Commission has determined-
that it would not be advisable to process
financial data and fees via the same form,
since different procedures and goals are
involved in processing each of them. And
we note that although annual fees are
due on or before April 1 of each year, only
the annual financial reports of cable sys-
tems which commenced operations on or
'after. December 1, 1971, are due on
April 1; reports for other systems may-be
filed within 90 days of the close of the
system's fiscal year. Hence, we have con-
cluded that the public interest would be
served by the continued use of FCC Form
326-A to accompany payment of the
cable television annual fee, instead of
Form 326.

3. We are modifying Form 326-A to
provide for the attachment of preprinted
information labels related to the recip-
ient systems, and to delete instructions
'which applied only during the first year
.of implementation of the annual fee.
Also, in view of the proprietary nature
of the quarterly subscriber data requested

Order. In the matter of amendment of
Part 74, Subpart K, of the Commission's 1 Public Notice, FCC 71-231, 28 FCC 2d 12.

2. Section 74.1125 is added to Part 74,
to read as follows:
§ 74.1125 Computation of cable tele-

vision annual fee.
A "Computation of Cable Telovislon

Annual Fee" (FCC Form 326-A) shall be
filed with the Commission for each cable
television system, as defined in § 74.1101
on or before April 1 of each year, for the
preceding calendar year, to accompany
payment of the cable television annual
fee. See §§ 1.1101 and 1.1116 of this
chapter.'

[FR Doc.71-18674 Filed 12-21-71;8:47 arri

Title 49-TMNSPORTATION
Chapter Ill-Federal Highway Admin-

'istration, Department of Transpor-
tation

SUO'CHAPTER B--MOTOR CARRIER SAFETY
REGULATIONS

[Docket No. AIC-7; Notice No. 71-33]

PART '391-QUALIFICATIONS OF
DRIVERS

* Drivers of Farm and Lightwoight
Vehicles

,On June 8, 1971, the Director of the
Bureau of Motor Carrier Safety issued
,a'noti6e, of proposed rule making, in

Commissloner Johnson concurring in part
and disenting in part, and issuing a t nto-
meit to be released at a later date,
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which he announced that he was con-
sidering exempting drivers of certain
farm and light vehicles from application
of some or all of the rules in Part 391 of
the Motor Carrier Safety Regulations
(36 FR. 11223). The notice sought the
comments of interested persons on the
proposed amendments to the driver-
qualification rules.

Over 5,500 comments were received.
The Bureau has analyzed these com-
ments as well as other relevant data. A
large number of comments came from
individual farmers who are evidently
misinformed about the nature and pur-
port of the driver-qualification regula-
tions. They do not apply and have never
applied, to operations which are wholly
intrastate or to the use of light trucks
for personal trips. The substance of com-
ments from farmers and organizations
representing farm and allied interests
which dealt with the impact of the regu-
lations on farmers who operate commer-
cial motor vehicles in interstate or for-
eign commerce as private carriers. will
be discussed in more detail below.

In the notice, the Director proposed
to institute a blanket exemption for
drivers of vehicles weighing 10,000
pounds or less when loaded. Comments
from the for-hire segment of the truck-
ing industry voiced considerable opposi-
tion to this aspect of the proposal. It
was noted that lightweight vehicles rep-
resent a large proportion of the fleet
operated by that segment of the industry,
and that a blanket exemption would put
pressure on carriers to utilize otherwise
unqualified people to drive lightweight
vehicles. A trade association of private
carriers reported that a survey of its
membership showed that 40 percent of
the private carriers who responded op-
posed institution of an across-the-board
exemption for drivers of vehicles with a
gross weight of 10,000 pounds or less.

On the other hand, carriers engaged in
the movement of passenger -cars under
-their own power argued persuasively that
their operations pose no more significant
a risk to the public satety than normal
passenger car driving, and that they
should not be burdened with compliance
with. rules designed to cover drivers of
heavier vehicles. Farmers, also, felt that
movements of their products and sup-
plies in lightweight vehicles should be
exempted. Finally, there were comments
from public utilities, construction com-
panies, and other firms that use light
trucks as adjuncts of their businesses,
who said that the existing minimum age
requirement (21 years old or older) made
it difficalt for them to hire and train
younger employees.

In response to these comments, and in
light of the Bureau's consideration of
the issues involved, the Director is limit-

* ing the blanket exemption to drivers
of passenger cars (except taxicabs) and
to drivers of lightweight vehicles used
for transporting agricultural products
or Supplies. The minimum age for drivers
of other lightweight vehicles has been
reduced to 18. The lightweight-vehicle
exemptions do not apply to drivers who
transport passengers for hire or who

transport hazardous materials. There
were no substantial objections to these
conditions as they appeared In the pro-
posal, and they are therefore being
retained.

The Director has instituted a number
of other exemptions for drivers of motor
vehicles controlled and operated by
farmers. As was the case in the proposal,
the primary mechanism for accomplish-
ing this objective is the definition of a
"farm vehicle driver." The new rules
incorporate two major changes from the
version of the definition as it appeared
in the notice of proposed rule making.
First, § 391.3(d).(2) has been modified
so that drivers who transport agricul-
tural products would not lose their ex-
empt status merely because their trips do
not originate or terminate at a farm.
Agricultural groups, supported by the
Department of Agriculture, sought this
change so that a farmer could transport
his products to market under the ex-
emption even though there is a break in
the transportation. As the language now
appears, a farm vehicle driver would be
exempt from application of the driver-
qualification rules even though the
movement originates from a storage
point, warehouse, or proceilng plant.
The second significant change has been
a modification of the 150-mile limita-
tion on the range of farm vehicle drivers.
§ 391.3(d) (5) has been changed so that
the limitation s inapplicable to drivers
of vehicles weighing less than 10,000
pounds when loaded. In addition, bee-
keepers who must make long-distance
seasonal movements, and who would suf-
fer unusual hardship under the 150-mile
limitation, have been granted a blanket
exemption covering those seasonal move-
ments. Although other segments of farm-
ing sought total removal of the 150-mile
limitation, there was no showing that It
would work specific and undue hardships
on their activities to require the use of
qualified drivers to operate heavy ve-
hicles overlong distances.

The exemption for drivers of vehicles
used to transport farm harvesting ma-
chinery has been expanded to apply
also to the transportation of custom-
harvested crops to storage or market.
The language of the exemption has been
modified to make it clear that primary
movements of harvesting equipment
(e.g., from factories or dealers) are not
exempt. The intention here is to grant
exemption only to drivers engaged in so-
called custom-harvesting operations. A
request to extend the exemption to other
custom farm operations has been dc-
nied; there was no showing that persons
engaged in those operations would suffer
the same degree of hardship as custom
harvesters If their drivers were required
to be fully qualified.

A number of editorial changes have
been made for the purpose of Improving
clarity and organization of the rules.

In consideration of the foregoing, Part
391 of the Motor Carrier Safety Regula-
tions (Subpart B of Chapter 131 in title
49, CFR) is amended as set forth below.

Since these amendments relieve re-
strictions and because It is desirable that

24219

they take effect on the date the present
limited, exemption for farm vehicle driv-
ers expires, there is good cause to make
them effective less than 30 days after
their publication. These amendments are
effective on January 1, 1972.
(Sc. 204. Intxstat Commerce Act, 4-9 U-SX.
304. ---. 6, Dsyzprtmcent of Transportation
Act, 49 CFP X55. delcontlons of authority at
49 CFR 1AS and 33.-A)

Issuad on Dscmbar 17,1971.
Rorzmn A. Ks.r,

Director,
Burca, of fotar Carrier Safety.

I. Section 391.2 i- revised to read as
follows:
§ 391.2 General exemptions.

(a) Intraclty operations. The rules in
this part do not apply to a driver wholly
engaged in exempt intracity operations
as defined in § 390.16 of this chapter.

(b) Passenger car operations. The
rules in this part do not apply to a driver
who drives only a motor vehicle that-

(1) Is a paszenger-carrying vehicle
built en a passenger car chassis with a
seating capacity of 10 or less persons, in-
cluding the driver; and

(2) Is not transporting passengers for
hire; and

(3) Is not transporting hazardous ma-
teriaLs of a type or quantity that requires
the vehicle to be marked or placarded in
accordance with § 177.823 of this titIe.

(c) Certain farm vehclWe drivers. The
rules in this part do not apply to a farm
vehicle driver except a farm vehicle
driver who drives an articulated (com-
bination) motor vehicle that has a gross
welght, including Its load, of more than
10,000 pounds. [For limited exemptions
for farm vehicle drivers of heavier ar-
ticulated vehicles see § 39L67.1

(d) Farm custom operations. The
rules in this part do not apply to a driver
who drives a motor vehicle controlled
and operated by a person engaged in
custom-harvesting operations, if the ve-
hicle Is used to-

(1) Transport farm machinery, sup-
plies, or both, to or from a farm for
custom-harvesting operations on a farm;
or

(2) Transport custom-harvested crops
to storage or market.

(e) Aplarian industries. The rules in
this part do not apply to a driver who is
operating a motor vehicle controlled and
operated by a beekeeper engaged in the
seasonal transportation of bees.

IL Section 39L3 is amended by adding
a new paragraph (d) at the end thereof,
reading as follows:
§ 391.3 Definition.

(d) The term "farm vehicle driver"
means a person who drives only a motor
vehicle that is-

(1) Controlled and operated by a
farmer; and

(2) Being used to transport either-
(i) Agricultural products; or
(it) Farma machinery, farm supplies,

or both, to or from a farm; and
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(3) Not being used in the operations of
a common or contract carrier; and

(4) Not carrying hazardous materials
of a type or quantity that requires the
vehicle to be marked or placarded in ac-
cordance with § 177.823 of this title; and

(5) Either-
(i) A vehicle having a gross weight,

including its load, of.10,000 pounds or
less; or

(II) A vehicle being used within 150
miles of the farmer's farm.

III. The introductory phrase of
§ 391.11(b) is amended to read as fol-
lows:

§ 391.11 Qualification of drivers.

(a) * * *

(b) Except as provided in subpart G
of this part, a person is qualified to drive
a motor vehicle if he-

IV. The heading of Subpart G is
amended to read as follows:

Subpart G-Limited Exemptions

V. A new § 391.62 is added to Sub-
part G, reading as follows:
§ 391.62 Drivers of certain lightweight

vehicles; minimum age.

A person who is 18 years of age or older
and who is otherwise qualified to drive a
motor vehicle under the rules in this part
may drive a motor vehicle that-

(a) Has a gross weight, including its
load, of 10,000 pounds or less; and

(b) Is not transporting passengers for
hire; and

(c) Is not transporting hazardous ma-
terials of a type or quantity that requires
the vehicle to be marked or placarded in
accordance with § 177.823 of this title.

§ 391.11(b) (1) (relating to minimum age
of drivers) does not apply to that
person.

VI. Section 391.67 is revised to read as
follows:

§ 391.67 Drivers of articulated (combi-
nation) farm vehicles.

The following rules in-this part do not
apply to a farm vehicle driver (as defined
in § 391.3(d)) who is 18 years of age or
older and who drives an articulated
motor vehicle:

(a) Subparagraphs (1), (8)-, (10),
(11), and (12) of § 391.11(b) (relating
to driver qualifications in general).

(b) Subpart C (relating to disclosure
of, investigation into, and inquiries about
the background, character, and driving
record of, drivers).

(c) -Subpart D (relating to road tests
and written examinations).

(d) So much of §§ 391.41 and 391.45 as
require a driver to be medically exam-
ined and to have a medical examiner's
certificate on his person before Janu-
ary 1, 1973.

(e) Subpart F (relating to mainte-
nance of files and records).

[FR Ioc.71-18680 Filed.12-21-71;8:B1 am]

Title 50-WILDLIFE AND
FISHERIES

Chapter I-Bureau of Sport Fisheries
and Wildlife, Fish and Wildlife
Service, Department of the Interior

PART 28-PUBLIC ACCESS, USE AND
RECREATION

Missisquoi National Wildlife Refuge,
Vermont

The following special regulation Is
issued and is effective on date of publica-
tion in the FEDERAL REGISTER (12-22-71).
§ 28.28 Special regulations, public ac-

cess, use, and recreation; for indi-
vidual wildlife refuge areas.

VERIONT

1&XSSISQUO NATIONAL WILDLIFE REFUGE

Travel by motor vehicle or on foot is
permitted on designated travel routes
for the purpose of nature study, photog-
raphy, hiking, and sightseeing, during
daylight hours. Pets are permitted on a
leash not over 10 feet in length. Pic-
nicking is permitted in designated areas
where facilities are provided. Launching
of boats" and parking of boat trailers is
permitted in designated areas. Fishing
and hunting may be permitted under
special regulations.

The refuge area, comprising 4,680
acres, is delineated on maps available at
refuge headquarters and from the Re-
gional Director, Bureau of Sport Fish-
eries and Wildlife, Post Office and Court-
house, Boston, Mass 02109.

The provisions of this special regula-
tion supplement the regulations which
govern recreation on wildlife refuge
areas generally, which are set forth in
Title 50, Code uf Federal Regulations,
Part 28, and are effective through De-
cember 31, 1972.

EDWIN H. CHANDLER,
Refuge Manager.

DECEMBER 14, 1971.
[FR Doc.71-18634 Filed 12-21-71;8:45 am]

PART 33-SPORT FISHING

Bosque del Apache National Wildlife
Refuge, N. Mlex.

The following special regulations are
issued and are effective on date of
publication in the FEDERAL REGISTER
(12-22-71).

§33.5 Special regulations; sport fish-
ing; for individual wildlife refuge
areas.

NEW MEXICO

BOSQUE DEL APACHE NATIONAL WILDLIFE
REFUGE

Sport fishing on the Bosque del Apache
National Wildlife Refuge, N. Mex. is lter-
mitted in areas open to public use. These
open areas, comprising 1,800 acres, are
delineated on maps available at refuge

headquarters, San Antonio, N. Mex., and
from the Regional Director, Bureau of
Sport Fisheries and Wildlife, Post Office
Box 1306, Albuquerque, N11M 87103. Sport
fishing shall be In accordance with all
applicable State regulations subject to
the following special conditions:

(1) The open season for sport fishing
on the refuge is as follows:

Unit 18 a, b, c, and d and Unit lob
all year round from dawn till dusk.

All units designated as open, including
Units 18 a, b, c, and d and Unit lob, 24
hours a day from May 1 to September 30.

(2) The use of boats or floating devices
is not permitted.

The provisions of this special regula-
tion supplement the regulations which
govern fishing on wildlife refuge areas
generally, which are set forth In Title 50,
Code of Federal Regulations, Part 33,
and are effective through March 31,
1973.

RICHARD W. RIGBY,
Refuge Manager, Bosquc dcl

Apache National Wildlife
Refuge, San Antonio, N. Mex.

DECEMBER 14, 1971.
[FR Doc.71-18682 Filed 12-21-71'8:4D am]

Title 32A-ATIONAL DEFENSE,
APPENDIX

Chapter X-Office of Oil and Gas,
Department of the Interior

[oil Import Iegu!ation 1 (Rov. 5), Amdt. 071
01 PEG. I-OIL IMPORT REGULATION

Miscellaneous Amendments-Oil
Imports

This amendment 37 amends sections 9,
10, 11, 13, 15, 21, 22, 28, and 30 of Oil
Import Regulation 1 (Revision 5).

The amendments to sections 9, 10, and
11 provide for allocations to petrocheml-
cal plants and refiners in Districts I-IV
and in District V for the allocation period
beginning January 1, 1972. Paragraph
(c) of section 9 (allocations to petro-
chemical plants) has been amended to
make it clear that the certification re-
quired in the second sentence pertains
only to the additional unfinished oils
which a person is permitted to import
above the stated limits. In section 10
(allocations to refiners In Districts I-IV)
and in section 11 (allocations to refiners
in District V), while there have been
minor changes in the percentages in the
increments of the graduated scale in each
section, the proportionate relation among
the percentages in each scale is substan-
tially unchanged. The proposal, published
in the FEDERAL RExSTRn for Septem-
ber 21, 1971 (36 P.R. 18750), to adopt a
two step graduated scale in section 10,
was, after consideration of the com-
ments, not adopted. The changes in sec-
tions 10 and 11 were required because of
the difference in the amounts of imports
available for allocation. In view of the
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fact that no significant changes have
been made in sections 9, 10, or 11 and of
the necessity to make allocation and issue
licenses before January 1, 1972, it has
been determined that it is unnecessary to
give notice of proposed rulemaking re-
specting, or to delay the effective date of,
the amendments to these sections.

The amendment to section 13 provides
an allocation of finished products to the
Department of Defense for the next allo-
cation period. The new paragraph (e)
added to section 15 (allocations of crude
oil and unfinished oils-Puerto Rico)
implements the provisions of amendatory
Proclamation 4092, providing that no
penalties be incurred for shipments of
No. 2 fuel oil from Puerto Rico within a
stated amount; the new paragraph (e)
follows the proposal published in the
FzDERAL REGisTER for November 20, 1971
(36 P.R. 22163).

Paragraph (e) of section 21 has been
amended to make available to the Oil
Import Appeals Board for the next allo-
cation period imports of crude oil, un-
finished ois and finished products of 35,-
000 barrels daily in Districts I-IV and
5,000 barrefs daily in District V.

In the lroEtAL REGIsTER for Septem-
ber 21, 1971 (36 FY.R 18750), a proposal
was published to amend paragraph (k) of
section 22 of Oil Import Regulation 1
(Revision 5), as amended, defining "re-
finery inputs," to specify the extent and
nature of. processing which unfinished
oils imported pursuant to an allocation
must undergo before such imported un-
finished oils would qualify as "refinery
inpuW" as a basis for making allocations.
Fifteen timely comments with respect to
the proposed rule making were received.
Six comments favored the proposal as
written; one recommended that the ex-
isting definition be maintained, noting
that the new proposal was too restrictive.
Of the remaining eight, two endorsed
the proposal, but all suggested modifi-
cations to define even more specifically
the extent and nature of the processing.
All comments were carefully considered,
and Paragraph (k) of section 22 has been
amended along the lines of the proposal,
after a revision of the proposed provision
in the interest of clarity and specificity.
Paragraph (k) of section 22, as amended,
will be effective with respect to the "in-
put year" October 1, 1971 through Sep-
tember 30,1972, and for succeeding years.

Paragraph (a) of section 28 (alloca-
tions of low sulphur residual fuel oil-
District V) has been amended to make
it clear that (except with respect to im-
portation from foreign trade zones) the
section includes imports of low sulphur
crude oil which is to be used as fuel with-
out further processing, other than by
blending by mechanical means. Such oil
is residual fuel oil within the definition
set forth in clause (7) of section 22 of Oil
Import Regulation 1( Revision 5).

In the FEDERAL REGISTER of Novem-
ber 20, 1971 (36 P.R. 22163), notice was
given of a proposal for allocation of No.
2 fuel oil into District I to independent
deepwater terminal operators of 45,000
barrels pler day for the allocation period

January 1, 1972 through December 31,
1972, and for succeeding allocation
periods. Comments were received from 13
persons, end all comment- were con-
sidered and evaluated. Pursuant to the
comments, subparagraph (c) (1) (It) and
subpaxagraph (f) (3) were revised to
refer specifically to holders of allocations
under section 9, 10, or 25, and the pro-
visions of pargraph (h) respecting ex-
changes of crude oil for No. 2 fuel oil
have been clarified. With the addition of
some editorial changes and the correction
of inadvertent errors, section 30 has been
amended as proposed.

Accordingly, sections 9, 10, 11, 13, 15,
21, 22, 28, and 30 of Oil Import Reula-
tion 1 (Revision 5) are amended as set
forth below. This Amendment 37 shall be
effective immediately.

Ho-LM.DOLR,
Assistant &cretarj of the Interior.

DECEIBER 20, 1971.

Iconcur: December 20, 1971.
G. A. LmcoLN,

Director,
Office of Emergency Prepared-

1. Section 9 of Oil Import Regulation 1
(Revision 5), 36 P.R. 1476, 1893, is
amended to read In Its entirety as
follows:
See. 9 Allocations; petrochemical plants;

Districts I-IV, District V.
(a) Blor the allocation period Janu-

ary 1, 1972 through December 31, 1972,
each eligible person with a petroclemical
plant in Districts I-IV shall receive an
allocation of imports of crude oil and
unfinished oils equal to the average bar-
rels per day of petrochemical plant Inputs
to his petrochemical plants in these dis-
tricts during the year ending Septem-
ber 30, 1971, multiplied by 11.2 percent.

(b) For the allocation period Janu-
ary 1, 1972 through December 31, 1972,
each eligible person with a petrochemical
plant in District V shall receive an allo-
cation of imports of crude oil and ua-
finished oils equal to the average barrels
per day of petrochemical plant inputs to
his petrochemical plants in this district
during the year ending September 30,
1971, multiplied by 11.9 percent.

(c) No allocation for Districts I-IV
made pursuant to this section or section
25 shall entitle a person to a licenze which
will allow the importation of unfinished
oils in excess of 15 percent of the allo-
cation, and no allocation for District V
made pursuant to this section or section
25 shall entitle a person to a license which
will allow the importation of unfinished
oils in excess of 25 percent of the alloca-
tion. However, a person obtaining an allo-
cation of imports of crude oil and un-
finished oils pursuant to this section or
section 25 =y petition the Director to
adjust the percentage of imports of un-
finished oils upward to 100 percent of
such person's allocation if the petitioner
certifies that the additional imported un-
finished oils will not be exchanged, that
the additional unfinished oils will be
processed entirely in the petitioner's own
petrochemical plant, and that more than

50 percent of the yields (by veight) from
the unfinished oils will be petrochemicals
or that more than 75 percent (by weight
of recovered product output will consist
of petrechemicals.

(d) No allcation made pursuant to
this lection may be sold, assigned, or
otherwize transferred.

2. Section 10 of Oil Import ReZulation
1 (RevUi on 5), 36 P.R. 52, 16659, 17346,
I- amended to read in its entirety as
follows:
See. 10 Allocations; refiners; Districts

I-IV.
(a) For the allocation period Janu-

ary 1, 19,72 through December 31, 1972,
the Director rball allocate, as provided
in paragraph (b) of this section, ap-
pro:mately 657,000 b/d of imports of
crude oil Into Districts I-IV among eligi-
ble persons having refinery capacity in
these districts.

(b) Each eligible applicant shall re-
celve an allocation of Imports of crude
oil based on refinery Inputs for the year
ending September 30, 1971, and com-
puted according to the following sched-
ulie:

Average b/d Input Percent Numt-1r
of Input of days

0-10.009, 1f :.10--no.000o _____ 1.0
o--o. oo___ fIao.G CG

100,000 pu _ J 3. 1

c) Under an allocation made pur-
suant to paragraph (b) of this section,
unfinished oils may be imported, but im-
ports of such oils shall not exceed 15
percent of the allocation. Within such
15 percent, a maximum quantity of im-
ports not exceeding 1 percent of the total
allocation may be imported in the form
of finished products, provided that prior
written notification Is given to the Di-
rector of each entry proposed to be made.
Fintshed products imported pursuant to
this pararph may not be exchanged.

(cd) No allocation made pursuant to
thLs .ection may be sold, assigned, or
oth - es transferred, and except as this
regulation may provide otherwise, no li-
cense Issued under such an allocation
bhnll permit the importation of Canadi-

an imports as defined In section 1A of
Preclmatlon 3279, as amended.

3. Section 11 of Oil Import Regulation
1 (Revision 5), 36 P.R. 4932, 16659, is
amended to read as follows:
Sec. 11 Allocations; refiners; District V.

(a) For the allocation period Janu-
ary 1, 1972 through December 31, 1972,
the Director shall allocate, as provided
in paragraph (b) of this section, ap-
proximately 270,000 b/d of imports of
crude ol1 into District V among eligi-
ble parons having refinaey capacity in
that district.

(b) Each eligible applicant shall re-
ceive an allocation of imports of crude
oil based on refinery inputs for the year
ending September 30, 1971. and com-
puted according to the following sched-
ule:
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Average b/d Input Percent Number
of input of days

0-10,000 -- ---- G
10-30,000 ......... 1 XI 16.9 jX 366
30,000 plus -------- 5.6

(c) Under an allocation made Pursuant
to paragraph (b) of this section, unfin-
ished oils may be imported, but imports
of such oils shall not exceed 25 percent
of the allocation. Within such 25 percent,
a maximum quantity of imports not ex-
ceeding 1 percent of the total allocation
may be imported in the form of finished
produots, provided that prior written
notification is given to the Director of
each entry proposed to be made. Finished
products imported pursuant to this para-
graph may not be exchanged.

(d) No allocation made pursuant to
this section may be sold,. assigned, or
otherwise transferred.

4. Paragraph (a) of section 13 of Oil
Import Regulation 1 (Revision 5), 36
F.R. 52, is amended to read as follows:
See. 13 Finished products.

(a) For the allocation period Jan-
uary 1, 1972 through December 31, 1972,
there is allocated to the Department of
Defense 20,000 b/d of imports of finished
products into Districts I-IV and 7,500
b/d of imports of finished products into
District V. For. the same allocation pe-
riod, 15,000 b/d of finished products have
been allocated pursuant to subparagraph
(4) of paragraph (b) of section 3 of
Proclamation 3279, as amended.

5. A new paragraph (e), reading as fol-
lows, is added to section 15 of Oil Im-
port Regulation 1 (Revision 5), 31 F.R.
7745, 33 F.R. 3062:
See. 15 Allocations of crude oil and un-

finished oils-Puerto Rico.

(e) No person who manufactures in
Puerto Rico No. 2 fuel oil from crude oil
produced in the Western Hemisphere and
who has an allocation under this section
shall incur a reduction of an allocation
pursuant to paragraph (b) of this sec-
tion, or be deemed to have violated a
condition of an allocation, by reason of
a shipment of such oil to a person who
holds an allocation under section 30 of
this regulation and who has relinquished
an amount of the allocation equal to the
amount to be shipped, so long as the total
of all such shipments from Puerto Rico
during a calendar year does not exceed
an average of 5,000 barrels per day. Ship-
ments of No. 2 fuel oil attributable to a
person who holds an allocation under
this section will be charged against the
limitation of 5,000 b/d for a calendar
year only to the extent that the total of
shipments into Districts I-IV of unfin-
ished oils and finished products (other
than residual fuel oil to be used as fuel)
attributable to such person during the
calendar year (1) exceeds the quantity of
such shipments in the year 1965, if the
person holds an allocation under para-
graph (a), or (2) exceeds the quantity
of such shipments limited in his alloca-

tion, if the person holds an allocation
under paragraph (c) of this section.

6. Paragraph (e) of section 21 of Oil
-Import Regulation 1 (Revision 5), 36

.. 52, is amended to read as follows:
Sec. 21 Appeals.

(e) For the allocation period Jan-
uary 1, 1972 through December 31, 1972,
35,000 b/d of imports into Districts I-IV
of crude oil and unfinished oils (includ-
ing Canadian imports as defined in sec-
tion 1A of Proclamation 3279, as
amended) and finished products and
5,000 b/d of imports into District V of
crude oil, unfinished oils, and finished
products are made available to the Oil
Import Appeals Board.

7. Paragraph (k) of section 22 of Oil
Import Regulation 1 (Revision 5), 36
F.R. 52, is amended to read as follows:
Sec. 22 Definitions.

* * * * *

(k) (1) Except as provided in sub-
paragraph (2) of this paragraph, "re-
finery inputs" means feedstocks charged
to refinery capacity and include only:

(i) Crude oil,
(ii) Unfinished natural gas products,

fuel which is manufactured or produced
in a foreign area and which contains not
more than five-tenths of one percent
(0.5%) sulphur by weight, or (2) resi-
dual fuel oil to be used as fuel which is
manufactured by facilities In a foreign
trade zone located in District V and which
has a sulphur content not exceeding the
percent by weight required by local gov-
ernment requirements.

C C C C C

9. Section 30 of Oil Import Regulation
1 (Revision 5), 36 F.R. 52, is amended to
read as follows:
See. 30 Allocations of No. 2 Fuel Oil-

District I.
(a) For the purposes of this section:
(1) The term "No. 2 fuel oil" means a

finished product which has the following
physical and chemical characteristics:
Closed cup flash point *F.
Pour point °F -----------
Water and sediment, per-

cent.
Carbon residue on 10 per-

cent Residuum percent.
Distillation temperature

*F. 00 percent point,
Viscosity, Saybolt Univer-

sal Seconds at 100' F.
Gravity A.PI......... -

Minimutm 100.
Maximum 0.10,

Maximum 0.35.

Maximum 675.
Minimum 540.
Maximum 40.0.
Minimum 33.0
Minimum 30.0.

and (2) The term "Western Hemisphere"
(iII) Unfinished oils imported purstF- means North America, Central America,

ant to an allocation if, and only if, (a) South America, and the West Indies.
such imported unfinished oils are proc- (3) The term "deep water terminal"
essed in a distillation unit with a result- means a permanent land installation
ing yield of at least two distinct finished which:
products or unfinished oils, two of which (l) consists of bulk storage tanks hay-
must be equal to not less than 10 percent ing not less than 100,000 barrels of op-
of the total charge of such imported un- erational capacity, pumps and pipelines
finished oils to the distillation unit, or used for storage, transfer and handling
(b) such imported unfinished oils are of No. 2 fuel oil;
subjected in catalytic or thermal con- (il) Is on waterways that permit the
version units to such processes as alkyla- safe passage to the installation of a
tion, coking, cracking, hydrofining, tanker rated 15,000 cargo deadweight
hydrodesulfurization, isomerization, tons, drawing not less than 25 feet of
polymerization, or reforming, or (c) water; and
such imported unfinished oils are proc- (il) Has a berth that will permit the
essed by dewaxing or deasphalting. Dif- delivery of No. 2 fuel oil Into the tnstall-
ferent grades or specifications of finished tion by direct connection from a tankerproducts or unfinished oils'will not con- rated at 15,000 cargo deadweight tons,
stitute distinct finished products or un- drawing not less than 25 feet of water,
finished oils for the purposes of sub- and moored in the berth. Cargo dead-
division (iII) (a) of this subparagraph. weight tons represent the carrying ca-

(2) "Refinery inputs" do not include pacity of a tanker, in tons of 2,240
inputs of crude oil or unfinished oils pounds, less the weight of fuel, water,
imported pursuant to paragraph (e), stores and other items necessary for us.e
(f), or (h) of section 1A of Proclama- on a voyage.
tion 3279, as amended, or, with respect (4) The term "throughput agree-
to refinery inputs in District V, inputs ment" means a written agreement which
of crude oil or unfinished oils imported provides for the delivery to a deep water
pursuant to clause (4) of paragraph (a) terminal by a person of No. 2 fuel oil
of section 1 of Proclamation 3279, as which he owns at the time of delivery
amended. to the terminal and for a right in such

* * * * * person to withdraw on call an Identical
8. Paragraph (a) of section 28 of Oil quantity of such oil from the terminal.

Import Regulation 1 (Revision 5), 34 Any transaction between persons Involv-
F.R. 1138,is amended to read as follows: ing sales, purchases, or exchanges of

No. 2 fuel oil which were designed to
Sec. 28 Allocations of low sulphur re- gain allocation benefits for a person who

sidual fuel oil-District V. would not otherwise be eligible shall not

(a) This section provides for the mak- be deemed to constitute a throughput
ing of allocations of imports into District agreement.
V of low sulphur residual fuel oil to be (b) For the allocation period January
used as fuel in District V. As used in this 1, 1972 through December 3L 1972, and
section 28, "low sulphur residual fuel oil" in each succeeding allocation period,
means (1) residual fuel oil to be used as 45,000 b/d of imports of 1No. 2 fuel oil
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which is manufactured in the Western under sections 9, 10. or 25 of this regula-
Hemisphere from crude oil produced in tion shall be eligible for an allocation
the Western Hemisphere will be avail- under paragraph (e) of this section.
able for allocation in District I to eligible (d) A person seeking an allocation for
persons having qualified terminal in- the allocation period beginning Janu-
puts of No. 2 fuel oil in this district. ary 1, 1972 under paragraph (e) of this

(c) (1) Except as provided in sub- section must file an applicatiod with the
paragraph (2) of this paragraph, a per- Director, on such form as he may pro-
son shall be eligible for an allocation of scribe, no later than seven days after pub-
imports into District I of No. 2 fuel oil lication of this section in the F=AL
under paragraph (e) of this section: REGISTER. The application shall disclose

(i) If he is in the business in District such information as the Dlrector may
I of selling No. 2 fuel oil and has under deem necessary in such detail as he may
his management and operational control require. For succeeding allocation periods,
a deep water terminal which is located applications shall be bled as required by
in District I and in which No. 2 fuel oil section 5 of this regulation.
is handled, or (e) (1) For the allocatlon period Janu-

(i) If he is in the business in District ary 1, 1972 through December 31, 1972,
I of selling No. 2 fuel oil and has a and in each succeeding allocation period,
throughput agreement with a deepwater each eligible applicant under this section
terminal operator in District I who does shall receive an allocation of imports
not have a crude oil import allocation in into District I of No. 2 fuel oil which has
District§ I-IV under section 9, 10, or 25 of been manufactured in the Western Hem-
this regulation. isphere from crude oil produced in the

(2) No person who has an allocation of Western Hemisphere computed according
imports into Districts I-IV of crude oil to the following formula:
Applicant's qualified terminal inputs (avg. b/d) for

12-month period ending September 30 preceding
allocation period X45.000 avg. b/d of No. 2 fuel oi.

Avg. b/d of all qualified terminal inputs for 12-month
period ending September 30 preceding allocation period

(2) The Director shall provide that State or a political subdivision of a
each license issued under an allocation State, and delivered during the base po-
made pursuant to this paragraph (e) riod to a deep water terminal in District
shall expire on the last day (December I for the account of such agency, pro-
31) of the allocation period. viding such delivery constituted the first

(f) (1) As used in this paragraph (f), delivery of that oil to a deep water ter-
"base period" means the 12-month pe- minl in District I; or
riod ending on September 30 preceding (ii) Which was delivered to appli-
the commencement of the allocation pe- cant's deep water terminal in District I
riod for which the allocation is to be as a first delivery into a deep water ter-
made. minal in District I under a written

(2) An eligible applicant may count as agreement to purchase such oil and to
qualified terminal inputs quantities of which, pursuant to such agreement, the
No. 2 fuel oil: applicant took title, during the base pe-

(i) Which were delivered during the riod upon withdrawal by him from the
base period into a deep water terminal terminal.
in District I which was under his man- (3) For the purpose of this paragraph
agement and operational codtrol or into (f), storage of No. 2 fuel oil at a refinery
a deep water terminal with which the in which the oil was produced or deliv-
eligible applicant had a throughput ery of No. 2 fuel oil into a deep water
agreement before the oil was delivered,
if he owned the oil when it was placed terminal under the management and
in the terminal and if the delivery con- operational control of a person who has
stituted the first delivery of that oil to an allocation of imports of crude oil into
a deep water terminal into District I; or Districts I-IV under section 9, 10, or 25

(ii) Which the applicant owned, sold shall not be deemed to be a first delivery
to a Federal Agency or to an agency of a to a deep water terminal in District L

24-23

(g) No allocation made pursuant to
this section may be sold, assigned, or
otherwise transferred. Except as pro-
vided in parag-aph (h) of this section,
licenses issued under allocations made
pursuant to this section shll permit the
importation only of No. 2 fuel oil which
is manufactured in the Western Hemi-
sphere from crude oil produced in the
Western Hemisphere. No. 2 fuel oil im-
ported under an allocation made pursu-
ant to this section or shipped from
Puerto Rico to District I as provided in
this section shall be sold for use as fuel
in District L

(h) A person holding an allocation
under this section may obtain from the
Director a license which will permit him
to import crude oil produced in the
Western Hemisphere into Districts I-IV
in a quantity not exceeding the amount
of such allocation, upon a certification
to the Director, in such form as he may
prescribe, that the allocation holder has
entered into an agreement with a re-
finer in Districts I-IV under which the
allocation holder wllt receive No. 2 fuel
oil (in a ratio of not less than one bar-
rel of No. 2 fuel oil for each barrel of
crude oil) in exchange for such crude oil
so that an amount of No. 2 fuel oil at
least equal to that covered by the li-
cense will be used in District L Any li-
cense so Issued shall be charged against
the allocation made under this section.

(1) A parson who holds an allocation
under this section and who wishes to ob-
tain No. 2 fuel oil from Puerto Rico and
to relinquish all or part of his allocation
as provided in paragraph (e) of Section
15 of this regulation shall send the Di-
rector a letter (1) setting forth the
quantity of the shipment, the name of
his supplier in Puerto Rico, and the an-
ticipated date of purchase in or shipment
from Puerto Rico, and (2) relinquishing
an amount of his allocation equal to the
amount of the shipment. The person's-
license must accompany the letter. Up-
on receipt of such a letter, the Director
shall accordingly, reduce the person's
allocation, adjust and return the license,
and notify the supplier that the action
has been: taken. However. the Director
shall not act upon any such letter if
such shipment from Puerto Rico would
exceed the limitation of 5,000 b/d speci-
fied in paragraph (e) of section 15.

IFR Dcc.71-1E824 iled 12-21-71;10:4.3 am]
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Proposed Rule Making
DEPARTMENT OF HEALTH,
EDUCATION, AND WELFARE
Social Security Administration

[ 20 CFR Part 404 3
[Begs. No. 41

FEDERAL OLD-AGE, SURVIVORS, AND
DISABILITY INSURANCE

Notice of Proposed Rule Making

Notice is hereby given, pursuant to
the Administrative Procedure Act (5
U.S.C. 552 et seq.) that amendments to
the regulations set forth in tentative
form below are proposed by the Commis-
sioner of Social Security, with the ap-
proval of the Secretary of Health, Edu-
cation, and Welfare. The proposed
amendments in implementation of cer-
tain amendments to the Social Security
Act made by Public Law 90-248 and title
X of Public Law 91-172 update and ex-
pand Subpart E and Subpart J of Regu-
lations No. 4 to provide:

1. Benefits payable to disabled widows
and widowers are not reduced on account
of earnings.

2. Deduction from disabled widow's
and widower's benefits because of re-
fusal to accept vocational rehabilitation
services.

3. Revision of the annual earnings test
rule.

4. Revised penalty deduction rules for
failure to file timely reports of certain
events (i.e., earnings over limitation
amount, work outside the United States,
and no child in care).

5. Extension of time to file required
reports of earnings for valid reason.

6. Decision on extension of time to file
earnings report is not an initial determi-
nation subject .to administrative review
processes.

In addition to these major revisions,
the proposed amendments make certain
technical changes for clarification, re-
vise cross-references, and update exam-
ples of certain rules.

Prior to final adoption of the proposed
amendments, consideration will be given
to any data, comments, or arguments
pertaining thereto which are submitted
in writing in triplicate to the Commis-
sioner of Social Security, Department of
Health, Education, and Welfare Build-
ing, Fourth and Independence Avenue
SW., Washington, DO 20201, within a
period of 30 days from the date of pub-
lication of this notice in the FEDERAL
REGISTER.

Copies of all comments received in
response to this notice will be available
for public inspection during regular
business hours at the Washington In-
quiries Section, Office of Public Affairs,
Social Security Administration, Depart-
ment of Health, Education, and Welfare,

North Building, Room 3193, 330 inde-
pendence Avenue SW, Washington, DC
20201.

The -proposed amendments are to be
issued under the authority dontaned in
sections 205 and 1102, 53 Stat. 1368, as
amended, 49 Stat. 647, as amended; seq-
tion 5 of Reorganization Plan No. 1 of
1953, 67 Stat. 18, 631; 42 U.S.C. 405, and
1302.

Dated: October 20, 1971.
ROBERT U BALL,

Commissioner of Social Security.

Approved: December 16, 1971.
ELLIOT L. RcIHAnDsox,

Secretary of Health,
Education, and Welfare.

Regulations No. 4-of the Social Secu-
rity Administration (20 CFR 404) are
further amended as follows:

1. Paragraph (a) of § 404.415 is revised
to read as follows:
§ 404.415 Deductions because of excess

earnings; annual earnings test.
(a) Deductions because of beneficiary's

earnings. Under the annual earnings
test, deductions are made from monthly
benefits (except disability Insurance
benefits, child's insurance benefits based
on the child's disability, or widow's or
widower's insurance benefits based on
the widow's or widower's disability) pay-
able to a beneficiary for each month in
a taxable year beginning after Decem-
ber 1954 in which the beneficiary is under
age 72 and to which excess earnings are
charged under the provisions described
in § 404.434 or § 404.444.

2. Paragraph (a) of § 404.416 is revised
to read as follows:
§ 404.416 Amount of deduction because

of excess earnings.
(a) Taxable years beginning after

December 1960, or ending after June
1961-(1) Deductions because of excess
earnings of insured individual. For tax-
able years beginning after 1960, or end-
ing after June 1961, if excess earnings
(as described in H9 404.431, 404.432, and
404.433) of an insured individual are
chargeable under the annual earnings
test to a month, a deduction is made from
the total of the benefits payable to him
and to all other persons entitled (or
deemed entitled-see § 404.420) on his
earnings record for that month. This de-
duction Is an amount equal to that
amount of the excess earnings so
charged. (See § 404.434 concerning the
manner of charging such excess
earnings.)

(2) Deductions because of excess earn-
ings of other beneficiary. For taxable
years beginning after 1960, or ending
after June 1961, f benefits are payable
to a person entitled (or deemed entitled*-

see § 404.420) on the earnings record
of the insured individual, and such per-
son has excess earnings (as described In
§§ 404.431, 404.432, and 404.433) charged
to a month, a deduction is made from his
benefits only for that month. This deduc-
tion is an amount equal to the amount of
the excess earnings so charged. (See
§ 404.434 for charging of excess earnings
where both the insured individual and
such person have excess earnings.)

3. Paragraph (a) of § 404.417 Is revised
to read as follows:

§ 404.417 Deductions because of non.
covered remunerative activity outslde
the United Statcs; 7-day work tcst.

(a) Deductions because of individual's
activity. Under the 7-day work t-st, a
deduction is made from any monthly
benefit (except disability insurance
benefits, child's insurance benefito based
on the child's disability, or widow's
or widower's Insurance benefits based
on the widow's or widower's disability)
payable to an individual for each month
in a taxable year beginning after Decem-
ber 1954 in which he, while under ago
72, engages in noncovered remunerative
activity (see § 404.418) outzldo the
United States on seven or more different
calendar days. This deduction Is an
amount equal to the benefit payable to
the individual for that month.

4. In § 404.422, paragraphs (o)' and
(d) are revised and renumbered (d) and
(e) and paragraph (c) is added to read
as follows:
§404.422 Deductions because of re-

fugal to accept rehabilitation vervicer.

(c) Deductions because individual cn-
titled to widow's or widower's insurance
benefit based on disability refuses rcha-
bilitation services-(1) Widow's insur-
ance beneficiary. A deduction is made
from any benelts payable to an individ-
ual entitled to a widow's Insurance bene-
fit based on disability for each month In
which she Is under age 60 and refuscs
without good cause to accept rehabilita-
tion services available to her under a
State plan approved under the Voca-
tional Rehabilitation Act.

(2) Widower's insurance beneficiary.
A deduction Is made from any benefit."
payable to an individual entitled to a
widower's insurance benefit based on dlq-
ability for each month in which he Is
under age 62 and refuses without good
cause to accept rehabilitation services
available to him under a Stto plan ap-
proved under the Vocationl Rehabilita-
tion Act.

(d) Amount of deduction. The amount
deducted from nn individual's benefit for
a month under the provisions of para-
graph (a), (b), or (c) of this section Is an
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amount equal to the benefit -otherwise
payable for that month.

(e) Good cause for refusal of rehabili-
tation services. An individual may refuse
to accept rehabilitation services (for the
purposes of paragraph (a), (b), or (c)
of this section) if his refusal is based on
good cause. For example, an individual
has good cause for refusing rehabilitation
services where:

(1) The individual is a member or
adherent of any recognized church or
religious sect which teaches its members
or adherents to rely solely, in the treat-
ment and care of any physical or mental
impa ient, on prayer or spiritual means
through the application and use of the
tenets or teachings of such church or
sect; and

(2) His refusal to accept rehabilita-
tion services was due solely to his ad-
herence to the teachings or tenets of his
church or sect.

5. Paragraph (a) of § 404.428 is re-
vised to read as follows:

§ 404.428 Earnings in a taxable year.

(a) General. In applying the annual
earnings test (see § 404.415(a)) under
the provisions of this. subpart, all of a
beneficiary's earnings (as defined in
§ 404.429) for all months of his taxable
year are included even though the in-
dividual is not entitled to benefits during
all months of his taxable year. The tax-
able year of an employee is presumed to
be a calendar year until it is shown to the
satisfaction of the Administration that
'he has a different taxable year. A self-
employed individual's taxable year is a
calendar year unless he has a different
taxable year for the purposes of subtitle
A of the Internal Revenue Code of 1954.
In either case, the number of months in
a taxable year is not affected by (1) filing
a claim for social security benefits, (2)
attainment of age 18, 22,'65, 72, or any
other age, (3) marriage, (4) termination
of marriage, or (5) adoption. A taxable
year ends 'with the death of the bene-
ficiary. In such a case, the month of
death is included as a month of the de-
ceased beneficiary's taxable year in de-
termining whether the beneficiary had
excess earnings as defined in §§ 404.431,
404.432, 404.433, and 404.444.

* * * * *

6. Subparagraph (1) of paragraph (c)
of § 404-429 is revised to read as follows:

§ 404.429 Earnings; defined.

(c) Wages defined. Wages include the
gross amount of an individual's wages
rather than the net amount paid after
deductions by the employer for items
such as taxes and insurance. For pur-
poses of this section, an individual's
wages are determined under the provi-
sions of Subpart K of this.part, except
that, notwithstanding the provisions of
Subpart ]K wages also include:

(1) Remuneration of over $7,800 In
calendar years beginning with 1968, or
over $6,600 in calendar years 1966 and
1967, or over $4,800 in a calendar year

1959 through 1965, or over $4,200 in a
calendar year 1955 through 1958; and

7. After §404.429, new §404.431 is
added to read as follows:

§ 404.431 Excess earnings; defined for
taxable years ending after Decemnber'
1967.

For taxable years ending after
December 1967, an individual's excess
earnings are the amount of his earnings
(as described in § 404.429) that exceed
$140 times the number of months in his
taxable year, except that his excess
earnings do not include an amount equal
to one-half of the first $1,200 of such
excess amount (or equal to one-half of
the entire excess amount if such excess
amount is less than $1,200). Where the
excess amount so figured is not a multiple
of $1, It is reduced to the next lower
dollar. Thus, in the usual 12-month-
taxable-year case, an Individual's excess
earnings are computed as follows:

(a) $1 for each $2 of earnings over
$1,680, up to and including $2,880; and

(b) $1 for each $1 of earnings over
$2,880.

8. Section 404.432 Is revised to read as
follows:

§ 404.432 Excess earnings; defined for
taxable years ending after December
1965 and before January 1968.

For taxable years ending after
December 1965 and before January 1968,
an individual's excess earnings are the
amount of his earnings (as described in
§ 404.429) that exceed $125 times the
number of months in his taxable year,
except that his excess earnings do not
include an amount equal to one-half of
the first $1,200 of such excess amount
(or equal to one-half of the entire ex-
cess amount If the excess Is less than.
$1,200). Where the excess amount so
figured is not a multiple of $1, It is re-
duced to the next lower dollar. Thus, In
the usual 12-month-taxable-year case,
an individual's excess earnings are com-
puted as follows:

(a) $1 for each $2 of earnings over
$1,500, up to and including $2,700; and

(b) $1 for each $1 over $2,700.

9. Paragraph (a) and 'subpargrph
(3) of paragraph (b) of § 404.434 are
revised to read as follows:

§ 404.434 Excess earnings; method. of
charging.

(a) Months clrged. For purposes of
imposing deductions for taxable years
after 1960, the excess earnings (as
described in §§ 404.431, 404432, and
404.433) of an individual are charged to
each month beginning with the fir+t
month the individual is entitled in the
taxable year in question and continuing.
if necessary, to each succeeding month
in such taxable year untril all of the in-
dividual's excess earnings have been
charged. Excess earnings, however, are
not charged to any month described in
§§ 404-435 and 404.436.

(b) Amount of excess earnings
charged. * * 0

(3) Insurcd individual and person en-
titled (or dccmcd entitled) on his earn-
ings record both ha e exces earnings.
If both the Insured individual and a per-
son entitled (or deemed entitled) on his
earnings record have excesa earnings (as
described in § 404.431, 404.432, and-
404.433), the insured individuals excess
earnings are charged first against the
tot-l family banefits payable (or deemed
p3yable) on his earnings record, as de-
scribed in subp arm ph (1) of this para-
graph. Next, the excess earnings of a
person entitled on, the Insured indi-
vidual's earnin s record are charged (as
described in subparagraph (2) of this
paragraph) againzt his own benefits, but
only to the entcnt that his benefits have
not ready been charged with the exce-
earnings of the insured individual. See
§ 404.441 for an example of this prcecs
and the manner in which partial
monthly benefits are apportioned.

10. In § 404.435, subp-agraph (6) of
pagruph (a) is revised, and new sub-
pairngraph (7) is added following sub-
paragaph (G), and paragraph (d) Is re-
vised to read as follows:
§404.435 Excess earnings; months to

which excess earnings cannot be
charged.

(a) Taxabl vears- ending after 1965.
Notwithstanding any of the provisions
described in this subpart, an individual's
exrces earnings in a txable year ending
after 1965 are not charged to any month
in which he:

(6) Did not engage in self-employ-
ment (see paragraphs (c) and (e) of
this scction) and did not render services
for v a es (se Paragraph (d) of this
section) of more than $140 in a taxable
year ending after December 1967 (or
$125 In a taxable year ending after 1965
and before January 1968); or

(7) Was entitled to a wdows or
wldower's insurance benefit based on
disability.

(d) Presumption regarding "serrices
for wrages," With respect to paragraphs
(a) (6) and (b) (6) of this section, and
§ 404.441(c) (5), an individual is pre-
sinned to have rendered services in any
month for wages (a defined in § 404.429)
of more than $140, or more than $125, or
more than $100. or more than $30,
whichever amount is applicable, until it
is s.hown to the Eatsfaction of the Ad-
ministration that the individual did not
render services In such month for more
than such amount.
- 11. In § 404.436, the introductory text
Is revised and paragraph (e) is added to
read as follows:
§401.436 Excess earnings; months to

Mlhich excess earnings cannot be
charged because individual is deemed
not entitled to benefits.

Under the annual earnings test, exce~s
earnings (as described In M§ 404.431,
404.432, and 404.433) are not charged to
any month In which an individual Is
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deemed not entitled to a benefit. A bene-
ficiary (i.e., the insured individual or any
person entitled or deemed entitled on the
insured individual's earnings record) is
deemed not entitled to a benefit for a
month if he is subject to a deduction for
that month because of:

(e) Refusal by a person entitled before
age 60 to a widow's, or before age 62 to a
widower's, insurance benefit based on
disability to accept rehabilitation serv-
ices (as described in § 404.422).

12. The introductory text of § 404.437
is revised to read as follows:
§ 404.437 Excess earnings; benefit rate

subject to deductions because of ex-
cess earnings.

For purposes of deductions because of
excess earnings (as described in
§§404.431, 404.432, and 404.433), the
benefit rate against which excess earn-
ings are charged Is the amount of the
benefit (other than a disability insurance
benefit) to which the person is entitled
for the month:

13. Section 404A39 is revised to read
as follows:
§ 404.439 Partial monthly benefits; ex-

cess earnings of the individual
charged against his benefits and the
benefits of persons entitled (or
deemed entitled) to benefits on his
earnings record.

Deductions are made against the total
family benefits where the excess earnings
(as described in §§ 404.431, 404.432, and
404.433) of an individual entitled to old-
age insurance benefits are charged to a
month and require deductions in an
amount less than the total family bene-
fits payable on his earnings record for
that month (including the amount of a
mother's or child's insurance benefit
payable to a spouse who is deemed en-
titled on the individual's earnings rec-
ord-see § 404.420). The difference be-
tween the total benefits payable and the
deductions made under the annual earn-
ings test for such month is paid (if other-
wise payable under title II of the Act)
to each person in the proportion that the
benefit to which each is entitled (before
the application of the reductions de-
scribed in § 404.403 for the family maxi-
mum, § 404.407 for entitlement to more
than one type of benefit, and section
202(q) of the Act for entitlement to
benefits before retirement age) bears to
the total of the benefits to which all of
them are entitled, except that the total
amount payable to any such person may
not exceed the benefits which would have
been payable to that person if none of
the insured individual's excess earnings
had been charged to that month.

Example. A is entitled to an old-age insur-
ance benefit of $153. His wife and two chil-
dren are each entitled to an original rate of
$76.50, making a total unreduced benefit of
$382.60. After A's excess earnings have been
charged to' the appropriate months in the
year, there remains a partial benefit of $200
payable for October, apportioned as follows:

Fraction Maximum Partial
Original of total and normal benefit

rates benefit rate payablo
payable

--------- $153.00 'a $113.00 $S0
Wi f -- ......... 76. 50 3 35.20 40
Chld .......... 76. &o 35.20 40
Child ----------- 76.50 36 35.20 40

Total ---- 382.60 258.40 200

14. Section 404.441 is revised to read
as follows:
§ 404.441 Partial monthly benefits; in-

sured individual and a person en.
titled (or deemed entitled) on his
earnings record both have excess
earnings.

Where both the insured individual and
a person entitled (or deemed entitled)
on his earnings record have excess earn-
ings (as described in §§ 404.431, 404.432,
and 404.433), their excess earnings are
charged, and the partial monthly benefit
is apportioned, as follows:

Example. M, his wife, and one child are
entitled to combined total benefits of $280.80
based on A's old-age Insurance benefit of
$161.50. For the taxable year In question, M's
excess earnings were s1,600 and his wife's
excess earnings were $250. M had wages of
more than $140 in all months of the year
except February, while his wife had wages
of more than $140 in all months of the year.
After s's excess earnings have been charged
to the appropriate months (all months
through June except February), there re-
mains a partial benefit payment for July
of $84.80, which is allocated among M, his
wife, and child n the ratio that the original
benefit of each bears to the sum of all their
benefits, $42.40, $21.20, and $21.20. His wife's
excess earnings are charged against her full
benefit for February $59.70, her partial bene-
fit for July $21.20, her adjusted benefit for
August and September, and from $49.70 of
her October benefit, leaving a $10 benefit
payable to her for that month.

15. Section 404.451 is revised to read
as follows:
§ 404.451 Penalty deductions for failure

to report within prescribed time limit
noncovered remunerative activity
outside the United States or not hav.
ing care of a child.

(a) Penalty for failure to report. If an
individual (or the person receiving bene-
fits on his behalf) fails to comply with
the reporting obligations of § 404.450
within the time specified in § 404.450, a
penalty deduction is made from the In-
dividual's benefits in addition to the de-
duction described in § 404.417 (relating
to noncovered remunerative activity out-
side the United States) 'or § 404.421 (re-
lating to failure to have care of a child).

(b) Determining amount of penalty de-
duction. The amount of the penalty de-
duction for failure to report noncovered
remunerative activity outside the United
States or not having care of a child with-
in the prescribed time is determined as
follows:

(1) First failure to make timely report.
The penalty deduction for the first fail-
ure to make a timely report is an amount
equal to the individual's benefit or bene-
fits for the first month for which the
deduction event was not reported timely.

(2) Second failure to make timely re-
port. The penalty deduction for tho sec-
ond failure to make a timely report iu
an amount equal to twice the amount
of the individual's benefit or benefits for
the first month for which the deduction
event in the second failure period was not
reported timely.

(3) Subsequent failures to make timely
reports. The penalty deduction for the
third or subsequent failure to file a timely
report is an amount equal to three tme
the amount of the individual's benefit
or benefits for the first month for which
the deduction event in the third failure
period was not reported timely.

(c) Determining whether a failure to
file a timely report is first, second, third,
or subsequent failure-(1) Failure period.
A failure period runs from the date of
one delinquent report (but initially start-
ing with the date of entitlement to
monthly benefits) to the date of the ne:t
succeeding delinquent report, excluding
the date of the earlier report and includ-
ing the date of the later report. The fail-
ure period includes each month for which
a report becomes overdue during a fail-
ure period, but it does not include any
month for which a report is not yet over-
due on the ending date of such period.
If "good cause" (see § 404.454) is found
for the entire period, the period Is not
regarded as a failure period.

(2) First failure. When no penalty
deduction under paragraph (b) of thli
section has previously been imposed
against the beneficiary for failure to re-
port noncovered remunerative activity
outside the United States or for falm'o
to report not having care of a child, the
earliest month In the first failure period
for which a report is delinquent and for
which "good cause" (see § 404.454) for
failure to make the required report Is not
found Is considered to be the first failure,

(3) Second failure. After one penalty
deduction under parag.raph (b) of this
section has been Imposed against the
beneficiary, the first month for which a
report Is delinquent in the second failuro
period is considered to be the second
failure.

(4) Third and subsequent failures.
After a second penalty deduction under
paragraph (b) of this section has been
imposed against the beneficiary, the first
month for which a report Is delinquent
in the third failure period Is considered
to be the third failure. Subsequent fail-
ures will be determined in the same
manner.

Example. Mf became entitled in January
196 to mother's benefits; thee benefits are
not payable for any month in which the
mother does not have a child In her care.
lf accepted benefits for each month from
January 1966 through June 1067. Xn July
1967 she reported that she had not had a
child n her care In January 1067. As he
was not eligible for a benefit for any month
In which she did not have a child In her
care, l's July 1967 benefit was withheld to
recover the overpayment she had received
for January 1967, and the next payment she
received was for August 19067. No penalty wao
imposed for her failure to m-Lko a timly
report of the deduction event that occurred
in January 1967 because it was determined
that "good cause" existed.
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In March 1968 M reported tlat she had not
had a child in her care in September or
October 1967; however, she had accepted
benefit payments for each month from Au-
gust 1967 through February 1968. Her benefits
for March and April 1968 were withheld to
recover the overpayment for September and
October 1967. Also, it was determined that
"good cause" was not present for M's Tailure
to make a timely report of the deduction
event that had occurred in September 1967.
A penalty equal to her benefit for September
1967 was deducted from A's May 1968 pay-
ment since this was her "frst failure" to re-
port not having a child in her care. Payments
to her then were continued.

On November 4,1968, it was learned that M
had not had a child In her care in November
1967 or in June, July, or August 1968 al-
though she had accepted benefits for June
through October 1968. Consequently, M's
benefits for November 1968 through February
1969 were withheld to recover the 4 months'
overpayment she received for months In
which she did not have a child in her care. In
addition, it was determined that "good cause"
was not present for M's failure to repoit the
deduction events, and a penalty was Imposed
equal to twice the amount oT Mrs benefit for
the month of June 1968. This was M's "second
failure" to report not having a child in her
care. No further penalty applied for Novem-
ber 1967 because that month was included
in M's "first-failure" period.

(5) Penalty deductions imposed under
§ 404,453 not considered. A failure to
make a timely report of earnings as re-
quired by § 404.452 for which a penalty
deduction is imposed under § 404.453 is
not counted as a failure to report in de-
termining the first or subsequent failure
to report noncovered remunerative ac-
tivity outside the United States or not
having care of a child.

(d) Limitaion on amount of penalty
deduction- Nothwithstanding the provi-
sions described in paragraph (b) of this
ions described in paragraph (b) of this
section, the amount of the penalty deduc-
tion imposed for failure to make a timely
report of noncovered remunerative ac-
tivity outside the United States or for
failure to report not having care of a
child may not exceed the number of
months in that failure period for which
the individual received and accepted a
benefit and for which a deduction is im-
posed by reason of his noncovered re-
munerative activity outside the United
States or failure to have care of a child.
(See § 404.458 for other limitations 04
the amount of the penalty deduction.)

16. Paragraph (a) of § 404.452 is re-
vised and new paragraph (f) is added to
read as follows:
§ 404.452 Reports to Administration of

earnings; wages; net earnings from
self-employment.

(a) Conditions under which a report
of earnings, wages, and net earnings
from self-employment is required. An n-
dividual who, during a taxable year, is
entitled to a. monthly benefit (except if
n each month of his taxable year he was
entitled only to a disability insurance
benefit) is required to report to the Ad-
ministration the total amount of his
earnings (as defined n § 404.429) for
each such taxable year under the follow-
ing provisions.

(1) Taxable years ending alter 1967.
A report is required when the Individual's
total earnings or wages (as defined in
§ 404.429) for any taxable year ending
after 1967 exceed the product of $140
multiplied by the number of months in
his taxable year, except that the report
is not required for a taxable year if:

(i) The individual attained the age of
72 in or before the first month of his en-
titlement to benefits In his taxable year,
or

(ii) The individual's benefit payments
were suspended under the provisions
described n § 404.456 for all months in a
taxable year In which he was entitled to
benefits and was under age 72.

(2) Taxable years ending after 1965
through. taxable vears ending before
1968. A report is required when the in-
dividual's total earnings or wages (as
defined in § 404.429) for any taxable year
ending after 1965 and before 1968 exceed
the product of $125 multiplied by the
number of months in his taxable year,
except that the report is not required for
a taxable year if:

(I) The individual attained the age of
72 in or before the first month of his en-
titlement to benefits in his taxable year.
or

(ii) The individual's benefit payments
were suspended under the provisions de-
scribed in § 404.456 for all months in a
taxable year In which he was entitled to
benefits and was under age 72.

(3) Taxable years beginning after 1954
and ending before 1966. For taxable
years beginning after 1951 and ending
before 1966, a report s required when an
individual's total earnings or wages (as
defined in § 404.429) for a taxable year
exceed the product of $100 multiplied by
the number of months in the taxable
year, except that a report Is not required
if:

(i) The individual attained the age of
72 in or before the first month of his
entitlement to benefits in his taxable
year, or

(ii) For taxable years beginning after
August 1958, the individual's benefit pay-
ments were suspended under the provi-
sions decribed in § 404.456 for allmonths
in a taxable year in which he was entitled
to benefits and was under age 72.

(f) Extension of time for filing rc-
port--(1) General Notwithstanding the
provision described in paragraph (b) of
this section, the Administration may
grant a reasonable extension of time for
making the report of earnings required
under this section if It finds that there
is valid reason for a delay, but in no c'ase
may the period be extended more than
3 months for any taxable year.

(2) Requirements applicable to re-
quests for extensions. Before his annual
report of earnings Is due, a beneficiary
may request an extension of time for fil-
ing his report. The request must meet all
of these requirements:

(I) Be in writing, and
(i) Be made by the beneficary, his

representative payee, or his authorized
agent,

(ill) Be made b2fore the required re-
port Is overdue (1 an extension C- time
already has been granted, a request for
furth extenslon must be made before
the due date as extended previously.),

(iv Be made to an office of the Admin-
Istration,

(v) N me the beneficiary for whom
the annual rer.ort must be made and
furnish his claim number,

(vi) Identify the year for which an
annual report is due and for which an ex-
tension of time I- requested,

(vii) E plain in the requester's o-n
words the reasons why an extension of
time Is needed, and how much extended
time is needed,

(viii) Show the date the request is
made, and

(L) Be signed by the requester.
(3) Vald reason defined. A valid rea-

son is a bona fide need, problem, or situa-
tIon which make3 it impossible or diffi-
cult for a beneficiary (or his representa-
tive payee) to meet the annual report
due date prescribed by law. This may be
Illne-s or dsabllity of the one required
to make the report, absence or travel so
far from home that he dom- not have and
cannot readily obtain the records needed
for m dng his report, Inability to obtain
evidence required from another source
when such evidence is necessary in mak-
ing the report, Inability of his account-
ant to compile the data needed for the
annual report, or any similar situation
which has a direct bearing on the in-
dividual's ability to comply wth his re-
porting obligation within the specified
time limit.

(4) Eridence that extension. of time
has bcen granted. In the absence of writ-
ten evidence of a properly approved ex-
tension of time for making an annual re-
port of earnings, It will be presumed that
no e.tenzion of filing time was granted.
In such case It wM be necessary for the
beneficiary to establish whetherhe other-
wice had goad cause (Q 404.454) for filing
his annual report after the normal due
date.

17. Subp=rgraph (1) of paragraph
(b) of § 404.453 Is revised to read as
follows:
g404.433 Penalty deductions for failre

to report crnizigs timely.

(b) D.-terninin9 amount of penalty
deduction. The amount of the penalty de-
duction for failure to report earnings for
a taxable year within the prezcribed time
is determined as follows:

(1) First failure to fite timely report.
The penalty deduction for the first fail-
ure to file a timely report is an amount
equal to the individual's benefit or bene-
fits for the last month for which he was
entitled to such benefit or benefits dur-
ing the taxable year, except that with
respect to any deductions imposed on or
after January 2, 1963, if the amount of
the deduction imposed for the taxable
year is less than the benefit or benefits
for the last month of the taxable year
for which he was entitled to a benefit
under section 202 of the Act, the penalty
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deduction is an amount equal to the
amount of the deduction imposed but
not less than $10.

18. Paragraph (i) is added to § 404.906
to read as follows:
§ 404.906 Administrative actions which

are not initial determinations.

Administrative actions which shall not
be considered initial determinations un-
der any provision of the regulations in
this Subpart J, but which may receive
administrative review, include, but are
not limited to, the following:

(I) The decision on a request for an
extension of time to file a report of earn-
ings (see § 404.452).

[FR Doc.71-18679 Filed 12-21-71;8:51 am]

DEPARTMENT OF
TRANSPORTATION

Coast Guard

[33 CFR Part 110]
[CGFR 71-162]

ST. JOHNS RIVER, FLA.

Proposed Anchorage Grounds

The Coast Guard is considering re-
voking the regulations which established
Anchorage A and B on the St. Johns
River, Fla., as described in 33 CM
110.183(a) (1) and (2). These anchorage
grounds are no longer used by maritime
interests and the area is currently being
used as a spoil area by the U.S. Army
Corps of Engineers.

Interested persons may participate in
this proposed rule making by submitting
written data, views, or arguments to the
Commander, Seventh Coast Guard Dis-
trict, Room 1018, Federal Building, 51
Southwest First Avenue, Miami, FL
33130. Each person submitting comments
should include his name and address,
identify this notice (CGBR 71-162), and
give reasons for any recommended
change in the proposal. Copies of all writ-
ten communications received will be
available for examination by interested
persons at the office of the Commander,
Seveith Coast Guard District.

The Commander, Seventh Coast Guard
District, will forward any comments re-
ceived before January 31, 1972, and his
recommendations to the Chief, Office of
Marine Environment and Systems, U.S.
Coast Guard Headquarters, who will
evaluate all communications received
and take final action on this proposal.
The proposal may be changed in light of
comments received.
(Sec 7, 38 Stat. 1053, as amended, sec. 6(g)
(1) (A), 80 Stat. 937; 33 U.S.C. 471, 49 U.S.C.

1655(g) (1)(e); 49 CFR 1.46()(1), 33 CPR
1.05-1(c) (1) (36 F.Y. 19160))

Dated: December 17, 1971.
J. M. AusTin,

Captain, U.S. Coast Guard, Act-
ing Chief, Office of Marine,
Environment and Systems.

[FR Doc.71-18695 Filed 12-21-71;8:48 a1l

FEDERAL COMMUNICATIONS
COMISSION

[ 47 CFR Part 73 ]
[Docket No. 19378; FCC 71-1264]

FM BROADCAST STATIONS

Table of Assignments, Fresno,
Hanford, and Fowler, Calif.

In the matter of amendment of
§73.202, Table of Assignments, FM
Broadcast Stations. (Fresno, Hanford,
and Fowler, Calif.), Docket Nd. 19378,
RM-1879.

1. Notice of proposed rule making is
hereby given concerning the amendment
of § '73.202(b) of the rules, the Table of
FM Assignments, on a petition filed by
Capital Cities Broadcasting Corp., licen-
see of Station EFSN-TV, Stereo Broad-
casting Corp., licensee of Station KFYE-
FM, Channel 229, Radio KYNO, Inc., li-
censee of Station KYNO-FM, Channel
238, and Universal Broadcasting Co., li-
censee of Station KIG(FM), Channel
233. The joint petitioners request a
change in the assignment of Channel 233
to Channel 266 at Fresno, Calif. The
above change could be achieved if
the assignment at Hanford, Calif.,
were to be changed from Channel
266 to Channel 233. It appears that
the simultaneous operation of the three
FM stations licensed to the petition-
ers results in interference to the service
of Station KFYF-FM in the downtown
areas of Fresno. Stations KYNO-FM and
KFIG(FM) are operating from sites in
the downtown area, while Station
EPYE-FM is operating from a site lo-
cated approximately 30 miles northeast
of Fresno. The interference is apparently
caused by spurious responses as a result
of interaction of the three signals within
the FM receivers.

2. We believe it would be in the public
interest to institute a rule making to
change the assignment of FM channel
at Fresno, Calif., in order that early
resolution of the interference caused by
such spurious responses in the FM re-
ceivers would be obtained. However, we
note that, although Channel 233 could
be assigned to Hanford, it would foreclose
any attempt to relocate the FM station
on Channel 235, presently assigned to
Tulare, Calif., and operating from a site
30 miles east of Tulare, by moving closer
or into Tulare. The distance between
Hanford and Tulare Is approximately 18
miles. Since the FM assignments in this
area of the state are not overly concen-

trated, a substitute channel could be as-
signed to Tulare which would provide for
flexibility in the Table of Assignments.
Thus we will propose to assign Channel
290 for Channel 266 presently assigned
to Hanford and unoccupied. Channel 2O
may be assigned to Hanford without af-
fecting any'other assignments.

3. It is further noted that Channel
279 at Hanford, as presently assigned. Is
in violation of the minimum mileage sup-
aration requirements because of an as-
signment of Channel 280A, which Is
unoccupied, at Fowler. Calif., approxi-
mately 20 miles north. However, this can
be remedied by changing the assignment
at Fowler to Channel 244A, which can
be assigned there without requiring a
change in other assignments. Thus, we
will on our own motion propose to make
this change in the assignment at Fowler.

4. Showings required. Comments are
invited upon the proposals discussed
above. Proponents are expected to file
comments, even if nothing more than to
resubmit or refer to the petitions, and to
answer whatever questions have been
raised. Among other things, petitioners
are expected to state their Intention to
apply for any channel requested, if a-
signed, and, if authorized, to make the
required changes in the station promptly.
Failure to make these showings may re-
sult in denial of the petitions.

5. Cutoff procedure. As In other IM
rule making proceedings, the following
procedures will govern:

(a) Counterproposals advanced in this
proceeding itself vill be considered, if
advanced in Initial comments, so that
parties may comment on them in reply
comments. They will not be considered,
if advanced in reply comments.

(b) With respect to petitions for rule
making which conflict with any of the
proposals In this notice, they vll be con-
sidered as comments in the proceeding,
and public notice to this effect will be
given, as long as they are filed before the
date for filing initial comments herein,
If filed later than that, they will not be
considered In connection with the deci-
sion herein.

6. In view of the foregoing, and pur-
suant to authority found In section 4(i),
303(g) and (5), and 307(b) of the Com-
munications Act of 1934, as amended, it
is proposed to amend the Table of IM
Assignments, § 73.202(b) of the Commis-
sion's rules and regulations, as concerns
the communities below:

0lannol No.
city Pre. ont rropm cd

Fowler. Caif .............. 0A 21i&
221. 23, 233 2Y', 2' I, 21

Fresno. Cali ....... . 0, 270.274 20,2170,i' 1
Hanford, Call ........ SO. , 279 279, 2 0

7. It is further proposed, if the assign-
ments above which involve a change in
the channel of an existing station is con-
cluded to be in the public interest and is
adopted, to order, pursuant to section
316 of the Communications Act of 1934,
as amended, the following licensee to
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show cause why the license of its station
should not be modified to specify the new
channel instead of'its present channels,
as indicated below:

Station and Licensee Present Proposd
location channel rhnnnl

tFIG(FM), Universal 233 t6G
Fresno, Calif. Broadcasting

Co.

8. Pursuant to applicable procedures
set out in § 1.415 of the Commission's
rules, interested parties may file com-
ments on or before January 28, 1972, and
reply comments on or before February 11,
1972. All submissions by parties to this
proceeding or persons acting in behalf
of such parties must be made in written
commefits, reply comments or other ap-
propriate pleadings.

9. In accordance with the provisions
of § 1.419 of the Commission's rules, an
original and 14 copies of all comments,
replies, pleadings, briefs, and other docu-
ments shall be furnished the Commis-
sion. These documents will be available
for public inspection during regular busi-
ness hours in the Commission's Broad-
cast and Reference Room at its head-
quarters, 1919 M Street NW., Washing-
ton, DC..

Adopted: December 15,1971.
Released: December 16, 1971.

FEDERAL COIMUMCATIONS
CoslkThnSION"

SEAL] BEN F. WAPLE,
Secretary.

[SF Doc.71-18677 Filed 12-21-71;8:47 am]

INTERSTATE COMMERCE
-COMMISSION

149 CFR Parts 1056, 1322 ]
[EX Parte No. MC-19 (Sub-No. 16)]

MOVERS' & WAREHOUSEMEN'S
ASSOCIATION OF AMERICA, INC.

Proposed Credit Card Systems for
Collecting Transportation Charges

DECEMBER 17,1971.
To resolve certain questions that have

arisen with respect to informal and con-
ditional approval given by this Commis-
sion to a carrier's proposal to utilize, on
an experimental basis, credit card sys-
tems of certain shippers in collecting
transportation charges.

Petitioner: Mlovers' & Warehousemen's
Association of America, Inc. Petitioner's
representative: Zelby & Burstein, 30
Church Street, New York, NY 10007.

By petition filed November 9, 1971, the
above-named petitioner requests the
Commission to institute a rule making
proceeding for the purpose of determin-
ing. (1) the necessity for a motor com-
mon carrier of household goods to ob-
tain approval from this Commission
prior to allowing shippers to make use
of their credit card systems when making
payment for transportation services; (2)

1 Commlssloner Johnson absent.

the lawfulness under the Administrative
Procedure Act, as well as the propriety,
of this Commission's giving informal ap-
proval to temporary or territorially lim-
ited experimental plans in which cer-
tificated motor common carriers of
household goods propose to arrange for
the collection, of applicable tariff charges
by utilizing credit card systems of ship-
pers; (3) whether this Commission's reg-
ulations, particularly those set forth in
49 CFR 1056.8 (estimates of charges)
and 1322 (extension of credit to shippers
by motor carriers), require revision In
order to authorize or facilitate the prac-
tice of carriers utilizing credit card sys-
tems for the collection of their tariff
charges; (4) whether limited use of
credit card systems may constitute a
discriminatory practice and unduly af-
fect shippers of household goods or create
competitive advantages or disadvantages
among carriers of household goods; and
(5) whether the Commission's Jurisdic-
tion allows, and the situation found to
exist in the moving industry with respect
to these matters warrants or requires,
the prescription of lawful rules and reg-
ulations of general applicability to all
motor common carriers of household
goods in order to sanction a method or
manner in which credit card systems of
shippers of household goods may be put
to use.

No oral hearing is contemplated at
this time, but anyone wishing to make
representations in favor of, or against
the above-proposed institution of a rule-
making proceeding, may do so by the
submisson of written data, views, or
arguments. An original and 15 copies of
such data, views, or arguments shall be
filed with the Commission on or before
February 7, 1972. A copy of each such
statement should be served upon peti-
tioner's representative. Written material
or suggestions submitted will be available
for public inspection at the Offices of the
Interstate Commerce Commission, 12th
and Constitution, Washington, DC, dur-
ing regular business hours.

Notice to the general public of the
matter herein under consideration will
be given by depositing a copy of this
notice in the Office of the Secretary of
the Commission for public inspection and
by filing a copy thereof with the Director,
Office of the Federal Register.

By the Commission.
[SEAL] ROBERT L. OswIV.o,

Sccretary.
[FR Doc.71-18703 Filed 12-21-71;8:51 am]

DEPARTMENT OF THE INTERIOR
Office of Oil and Gas

[ 32A CFR Ch. XI
[Oil Import Reg. 1 (ev. 5) ]

CANADIAN IMPORTS-DISTRICTS
I-IV

Notice of Proposed Rule Making
It is proposed to provide allocations of

Canadian imports into Districts I-IV by

adding to Ol Import Rezulation 1 (Revi-
sion 5) a new section 29, reading as set
forth below. The proposed system of
allocations is similar to that provided for
in section 23 for the current allocating
period. -

Paragraph (d) would provide that the
1971 Canadian Import base, to which a
2-year growth factor of 1.075 would be
applied, would not include Canadian im-
ports which a person imported in lieu of
"offshore" imports or Canadian imports
which a person was privileged to import
during the period January 1, 1971,
through December 31, 1971 pursuant to
a decision of the Oil Tmport-Appeals
Board.

Final action on the proposal is subject
to the concurrence of the Director, Office
of Emergency Preparedness.

Interested persons are invited to sub-
mit written comments on this proposed
amendment within ten (10) days after
publication of this notice in the FsDzrAL
RloxsTrn to the Director, Office of Oil
and Gas, Department of the Interior,
Washington, D.C. 20240.

Each person who submits comments is
asked to submit fifteen (15) copies.

Grmi P. Moa nMaL,
Director,

Off"ce o Oil and Gas.

DzcE=En 21, 1971.

See. 29 Canadian Imports--Distrcts I-
IV-1972.

(a) As used in this section, the term
"Canadian imports" means imports from
Canada of crude ol which has been pro-
duced in Canada and unfinished oils
which have been derived from crude oil
or natural gas produced in Canada and
which have been transported into the
United States by overland means or over
waterways other than ocean waterways.

(b) To be eligible for an allocation of
imports under paragraph (d) or (e) of
this section, a person must have in Dis-
tricts I-IV a facility capable of process-
ing Canadian imports.

(cl The Director shall, in accordance
with the provisions of paragraphs (d)
and (e) of this section, make allocations
for the allocation period January 1, 1972,
through December 31, 1972, of not to
exceed 540,000 average barrels daily of
Canadian imports into Districts I-IV.
Tlcenses issued under such allocations
shall permit the entry or withdrawal
from warehouse for consumption of
Canadian imports only.

(d) (1) The Director shall first make
allocations of Canadian imports to
eligible applicants who received alloca-
tions of such imports for the period
January 1, 1971, through December 31,
1971, from the Administrator, Oil Import
Administration, under paragraph (d) or
paragraph (e) of section 23 of this regu-
lation. Each such applicant shall be
entitled to an allocation of Canadian
imports equal to 1.075 times the total of
the allocations of such imports, ex-
pressed in barrels (less the amount of
such allocations relinquished to the Ad-
ministrator), which he received from the
Admini trator, Oil Import Administra-
tion, for the period January I, 1971,
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through December 31, 1971, under para-
graphs (d) and (p) or paragraphs (e)
and (p) of section 23. No Canadian im-
ports for which a license was issued by
the Administrator, Oil Imports Admin-
istration, pursuant to paragraph (m) of
section 29 as added by amendments 21
and 25 (35 FR. 10296, 18258) or for
which a license was issued by the Ad-
ministrator pursuant to the provisions
of paragraph (m) of section 23 or which
a person was privileged to import during
the period January 1, 1971, through
December 31, 1971, pursuant to a decision
of 'the Oil Import Appeals Board shall
be regarded as constituting a part of, or
as having been imported pursuant to, an

PROPOSED RULE MAKING

allocation made under paragraphs (d),
(e), or (p) of section 23.

(2) If an applicant entitled to an al-
location under subparagraph (1) of this
paragraph would receive a larger alloca-
tion under paragraph (e) of this section,
he shall be given the larger allocation,
unless the applicant elects to receive an
allocation under this paragraph (d).

(e) (1) Each eligible applicant shall
be entitled to an allocation of Canadian
imports equal to the total of the facility
suballocations made to such person for
each facility listed by the applicant In
his application. The Director shall make
a facility suballocation for a particular
facility according to the following
formula:

Eligible applicant's qualified inputs to a particular facility Quantity of Canadian imports
X not allocated under'paragraph

Total qualified inputs to all facilities listed in applications (d).
of all eligible applicants

As used in the formula, "qualified in- imports, or any allocation for-Districts
puts" means refinery inputs to refinery I-IV to which such person may otherwise
capacity, and petrochemical plant in- be entitled under section 9, 10, or 25 of
puts to facilities other than refinery ca- this regulation, for the first allocation
pacity, made during the 12-month period period beginning after January 1, 1973,
ending September 30, 1971. shall be reduced by the Director by the

(2) With respect to new or reactivated amount of Canadian imports which such
refinery capacity or petrochemical plants person has failed to import, or by the
in Districts I-IV, the Director may make amount of Canadian imports and ex-
suballocations in accordance with, and changed oil which such person has failed
subject to, the provisions of section 25 to process in his facilities before March 1,
of this regulation, except that the fa- 1973, or by the amount of Canadian im-
cility suballocations shall be computed parts by which he failed to meet the re-
according to 'the formula set forth in quirements of paragraph f) of this sec-
subparagraph (1) of this paragraph (e). tion, except that the Director need not
Subparagraphs (3) and (4) of paragraph make such a reduction to the extent that
(b) of section 25 shall have no applica- (1) such person demonstrates to the
tion with respect to inputs estimated for satisfaction of the Director that such
the purposes of a facility suballocation. failures were without such person's fault
Paragraph (d) of section 25 shall be and were beyond his control, or (2) such
applicable only with respect to future person, in writing, relinquishes all or part
allocations of Canadian imports. of an allocation made under this section

(3) A person who receives an alloca- and returns to the Director, on or before
tion under this paragraph (e) shall not May 1, 1972, licenses issued thereunder.
receive an allocation under paragraph Ch) A person to whom an allocation is
(d) of this section. made by the Director under this section

Cf) A person receiving an allocation shall report and certify in writing to the
under paragraph (d) of this section must Director, Office of Oil and Gas, Depart-*
process in his facilities a quantity of ment of the Interior, Washington, D.C.
Canadian imports equal to at least 50 20240, not later than March 15, 1972, (1)
percent of that allocation. A person re- the total quantity of Canadian imports
ceiving an allocation under paragraph which that person imported during the
(e) of this section must process in each period January 1, 1971 through Decem-
facility for which a facility subaliocation ber 31, 1971, pursuant to an allocation
is made a quantity of Canadian imports made under section 23 of this regulation,
equal to at least 50 percent of that facil- and (2) the quantity of such imports
ity suballocation. For the purposes of that were processed in his facilities be-
this paragraph, blending by mechanical fore March 1, 1972. The amount so re-
means does not constitute processing. ported and certified shall be subject to

(g) If a person who receives an allo- verification by the Director. If a person
cation of Canadian imports under this to whom an allocation is made under this

section fails to import the total quantity -section fails to file by March 15, 1972,
of imports specified in the allocation, or the written report and certification re-
if he fails to process all such imports (and quired by this paragraph, the Director
domestic oil received in exchange for shall suspend all licenses issued under an
such imports) in his facilities before allocation made under this section until

the written report and certification are
March.1, 1973, or if he fails to meet the received.
requirement of paragraph (f) of this (I) An allocation made pursuant to
section, then any allocation of Canadian this section shall not be sold, assigned, or

otherwise transferred. Each per.on wv)
imports Canadian Import. under an allo-
cation made pursuant to this secton
shall process such imports (or oil ro-
ceived in an exchange) only In the facill-
ties set forth in his application.

() A person who Imports Canadian
imports under an alloation made pur-
suant to this section may exchange nct
to exceed 50 pereent of such imports for
domestic crude oil or domestic unflnished
oils. A proposed agreement for each such
exchange must be reported to the Direc-
tor before any action involved in the ex-
change is taken. Each such exchange
must be effected on a ratio of not le:i
than one barrel of dometic oil for each
barrel of Canadian imports.

(k) If a person holds an allocation of
Canadian imports under this section and
if he also holds an allocmtion of inport,
under section 9, 10, or 25 for the alloca-
tion period January 1, 1972 through
December 31, 1972, he may obtain from
the Director a license which will permit
him to import Canadian imports In a
quantity not exceeding the total amount
of his allocation made under section 9,
10, or 25. Such a licenze shall be charged
against, and imports under such a license
shall be deemed to have been made pur-
sua t to, the allocation made under sec-
tion 9, 10, or 25.

.() Under the provisions of section IA
of Proclamation 3279, as amended, "en-
tries for consumption of crude oil or un-
finished oils transported by pipeline may
be made until midnight January 15, 1973,
under any license authorizing such im-
portz from Canada" into Districto X41V
for the period January 1, 1972, through
December 31, 1972.

(m) An application for an allocation
under this section shall be made by letter
or telegram to the Director, Office of
Oil and Gas, Department of the Interior,
Washington, D.C. 20240, Applications
must be received by the Director within
seven (7) days after the publication of
this section 29 in the FnDERAL R1o0M'T1in.
An application must contain the follow-
ing information, which shall be certified
by an officer of the applicant:

(1) The nature of each of the appli-
cant's facilities in which Canadian im-
ports will be processed.

(2) The location of each such facility.
(3) The total barrels of qualified in-

puts (as defined in subpara.raph (1) of
paragraph (e) of this section) for each
such facility during the year ending
September 30, 1971.

An officer of an applicant hall lso
certify in his application that, If an
allocation of Canadian imports k; made
to the applicant under this section, the
applicant will process all such Imports
(and all oil exchanced for such Imports)
in such facilities before March 1, 1973,

[jR' Doc.71-18836 Filed 12-21-71; 11:20 a.m]
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Notices
DEPARTMENT OF THE TREASURY

Bureau of Customs
RAILWAY TRACK MAINTENANCE

EQUIPMENT FROM AUSTRIA

Withholding of Appraisement Notice

DECEMBER 17, 1971.
Information was received on Novem-

ber 20, 1970, that railway track mainte-
nance equipment from Austria was being
sold at less than fair value within the
meaning of the Antidumping Act, 1921,
as amended (19 U.S.C. 160 et seq.) (re-
ferred to in this notice as "the Act").
This information was the subject of an
"Antidumping Proceeding Notice" which
was published in the FRA PEGISTER
of March 18, 1971, on page 5251. The
"Antidumping Proceeding Notice" indi-
cated that there was evidence on record
concerning injury to or likelihood of in-
jury to or prevention of establishment of
an industry in the United States.

Pursuant to section 201(b) of the Act
(19 U.S.C. 160 (b)), notice is hereby given
that there are reasonable grounds to be-
lieve or suspect that the exporter's sales
price (section 204 of the Act; 19 U.S.C.
163) of railway track maintenance equip-
ment from Austria is less, or likely to be
less, than the foreign market value (sec-
tion 205 of the Act; 19 U.S.C. 164).

STATEmENT OF REAsoNs
Information currently before the Bu-

reau tends to indicate that there are no
sales in the home market. As a result,
third country sales will probably be used.
The probable basis of comparison will be
between exporter's sales price and third
country prices of such or similar
merchandise.

Exporter's sales price will probably be
calculated by deducting from resale
prices of the related United States firm to
unrelated purchasers f1i the United States
any discounts to arrive at a net selling
price. From this net selling price, deduc-
tions will probably be made for the fol-
lowing: U.S. selling expenses, US. inland
freight and handling charges, U.S. duty,
ocean freight, marine insurance, and
foreign- inland freight and handling
charges. An addition will probably be
made for rebated Austrian sales taxes.

Third country prices will probably be
based on terms of sale to a particular
third country less, where appropriate,
the following items: discounts, inland
freight, f.o.b.' charges, ocean freight,
sales commission, and selling expenses.
An addition will probably be made for
rebated Austrian sales taxes. It appears
that appropriate adjustments will also
be made for differences in the mer-
chandise.

Using the above criteria, there are
reasonable grounds to believe or suspect

that exporter's sales price will be lower
than third country prices.

Customs officers are being directed to
withhold appralsement of railway track
maintenance equipment from Austria In
accordance with § 153A8, Customs regu-
lations (19 CFR 153.48).

In accordance with §§ 153.32(b) and
153.37, Customs regulations (19 CFA
153.32(b), 153.37), interested parties
may present written views or arguments,
or request in writing that the Secretary
of the Treasury afford an opportunity to
present oral views.

Any requests that the Secretary of the
Treasury afford an opportunity to pre-
sent oral views should be addressed to
the Commisloner of Customs, 2100 K
Street NW, Washington, DC 20226, in
time to be received by his office not later
than 10 calendar days from the date of
publication of this notice in the F=nAsL
REGISTER.

Any written views or arguments should
likewise be addressed to the Commis-
sioner of Customs in time to be received
by his office not later than 30 days from
the date of publication of this notice in
the FzDERAL REGI.STE.

This notice, which Is published pur-
suant to § 153.34(b), Customs regula-
tions, shall become effective upon pub-
lication in the FEDERAL REGISTEr (12-22-
71). It shall cease to be effective at the
expiration of 6 months from the date
of this publication, unless previously
revoked.

[SEAL) LEorARD LmmuN,
Acting Commissioner of Customs.

Approved:
EUGEx;E T. Rossm s,

Assistant Secretary
of tile Treasury.

[FR Doc.71-18730 Filed 12-21-71;8:61 am]

Internal Revenue Service
[Cost of Living Council Ruling 1971-11

SALE OR LEASE OF CROP
ALLOTMENTS

Cost of Living Council Ruling
Facts. Recent lezislation allows mar-

keting quotas or allotments for certain
commodities to be transferred without
concurrently transferring the land to
which the quotas or allotments orifinally
applied. Farmer X wants to sell or lease
his crop allotment for cotton to Farmer Y
but not include his land.

Issue. Noting that a sale or re tal of
farm land is generally exempt from con-
trol (regulations § 101.32(g)), would a
sale or lease of the crop allotment or
marketing quota also be exempt?

Ruling. Over the past 38 years, numer-
ous laws and amendments thereto have

been enacted to establish and revise
mechanisms for the control of agrcul-
tural production. Much of this legislation
is contained n chapters 26, 34, 35, and
35A of title 7 of the United States Code.
It authorizes the establishment of mar-
heting quotas and allotments for certain
specific agricultural commodities. Mar-
keting quotas are rights to sell specified
quantities of a crop without incurring a
penalty, and allotments are rights. to re-
ceive certain agricultural payments from
the Government If specific conditions are
met. Thes-e allotments and marketing
quotas have been recognized over the
years as having a marked effect on the
sale or rental value of a farm, and have
been capitalized into the value thereof.

Ordinarily, allotments and marketing
quotas run with the land and are sold or
leased along with the land for which they
were issued. In such cases, even though
the allotment or marketing quota will be
the basis for a subtntial part of the
consideration for a sale or lease, there is
no practicable way to separate the value
of these rights from the value of the land.
Such transactions, which involve by far
the majority of the cases, would be
exempt from economic control under
§101.32(g) of theregulations.

In recent years, legislation has also
been enacted which permits the sale or
lease under specific conditions of market-
Ing quotas or allotments for cotton, pea-*
nuts, and some types of tobacco, even
thoiugh the land to which such marketing
quotas or allotments were originally as-
igned is net being leased or sold at the

same time. Such legislation appears in 7
U.S.C. 1344(b). 7 US.C. 1358; and 7
U.S.C. 1314. This le3islation recognizes
the particular relationship between the
land and these rights and provides that
no sale will be made from a farm which is
subject to a mortage or other lien with-
out the concurrence of all persons having
a lien on thl land.

Under a literal reading of the price reg-
ulations (§ 300.11) a sale of thEEe Inter-
ests without the land would be a sale of
perconal property and thus governed by
the rule that the price for these interests
wil not exceed that charged for Similar
rights. in a sul-s-tantial number of anrm's-
lendth "tra .ctio s during the base
perliod. Despite this, however, we hold
that a sale or rental of thE-e interests
with or without the land 1s exempt from
economic controls under § 101.32(g) for
the following revsons: (1) The tranzfer
of allotments is a rather limited activity,
effecting =all numbers of people and
farm-, overall. Trosfer prices are likely
to have no measuable elect on the na-
tional economy. (2) The true value of the
allotments and marketing quotas varies
from year to year with the market price
of the commodity and the size of an-
nounced Government payments, neither
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of which are subject to price ceilings. To
attempt to require some farmers to trans-
fer allotments to other farmers at less
than true value would result in a windfall
to the transferee at'the expense of the
transferor, with no measurable overall
effect on the economy. (3) The legislative
purpose of permitting certain quotas and
allotments to move from less efficient to
to more efficient, farms under specific
conditions would be frustrated.

K. MARTIN WORTHY,
Chief Counsel,

Internal Revenue Service.

Approved:

SAIIUEL R. PIERCE, Jr.,
General Counsel,

Department of the Treasury.
[FR Doc.71-18793 Filed 12-21-71;9:14 am]

[Price Commission PRuling 1971-5]

CORPORATE FISCAL YEAR
ACCOUNTING

Price Commission Ruling
Facts. For the purposes of fling income

tax returns, preparing financial state-
ments, and its general business opera-
tions, Corporation X maintains its books
and records according to a fiscal year
ended December 31st. On November 14,
1971, Phase II of the economic stabiliza-
tion program, established pursuant to the
Economic Stabilization Act of 1970, be-
came operative.

Issue. Whether or not Corporation X
must change from a fiscal year ended
December 31st to a fiscal year ended
November 13th.

Ruling. Corporation X may continue to
maintain its books and records on the
basis of a fiscal year ended December
31st. Although November 14, 1971 is a
reference date or starting point which
may be determinative of whether certain
requirements may be operative with re-
spect to the granting and implementation
of certain price adjustments, there is no
mandate in the Act or the regulations
that the fiscal year of Corporation X be
changed to end on November 13th. More-
over, this same rule would apply regard-
less of what date the fiscal year of Cor-
poration X ended upon. Further, it is to
be noted that the "fiscal year" referred
to in this ruling is intended to megn a
period of 12 months.

This ruling has been approved by the
General Counsel of the Price Commis-
sion.

Dated: December 16, 1971.

K. MARTIN WORTHY,
Chief Counsel,

Internal Revenue Service.

Approved:

SALraL R. PIERCE, Jr.,
GeneraL ounsel,

Department of the Treasury.
[FR Doc.71-18792 Filed 12-21-71; 9:14 am]

DEPARTMENT OF THE INTERIOR
Bureau of Land Management

CALIFORNIA

Notice of Termination of Proposed
Withdrawal and Reservation of
Lands

DECEMBER 10, 1971.
Notice of a U.S. Department of Agri-

culture application, S 4106, for with-
drawal and reservation of land for rec-
reational purposes was published in the
F R. Doec. 70-17581 appearing on pages
20015 and 20016 of the issue for Decem-
ber 31, 1970. The Forest Service has can-
celled its application in its entirety, af-
fecting the following described lands:

HUMBOLDT MERIOIA

KLAIATH NATIONAL FOREST

Nordheimer Flat Campground Site
T. 10 N., R. 7 E.,

See. 3, a portion of lot 2.
T. 11 N., R. 7 E.,

Sec. 34, a portion of SVVSE'A.

The areas identified contain approxi-
mately 11.4 acres in Siskiyou County
more particularly described by metes and
bounds as follows:

Beginning at a point known as U.S. Bench
Mark designated as Q241-1935, said bench
mark lying N. 36° E., a distance of 320 feet
from corner No. 1 which is the true point of
beginning; thence N. 65°30' E., a distance of
662 feet to corner No. 2; thence I. 6' W., a
distance of 575 feet to corner No. 3; thence
S. 68°30' W., a distance of 1,094 feet to corner
No. 4; thence S. 47' E., a distance of 646 feet
to corner No. 1, the true point of beginning.

Therefore, pursuant to the regulations
contained in 43 CFR 2091.2-5(b), such
lands at 10 a.m., on January 19, 1972, will
be relieved of the segregative effect of the
above-mentioned application.

JESSE H. JOHNsON,
Acting Chief, Branch. of

Lands and Minerals Operations.
[FR Doc.71-18636 Filed 12-21-71;8:45 am]

COLORADO

Notice of Termination of Proposed
Withdrawal and Reservation of
Lands

DECEMBER 14, 1971.
Notice of a Bureau of Reclamation,

U.S. Department of the Interior applica-
tion, Colorado 0102703, for withdrawal
and reservation of lands for reclamation
purposes in connection with the Frying-
pan-Arkansas Project, was published as
F.R. Doec. No. 71-14710, on page 19518
of the issue for Thursday, October 7,
1971. The applicant agency has canceled
its application insofar as it affects the
following described lands:

SIXTH PRINCIPAL MMIDtAN, C O.,

T. 12 S., R. 79 .,
Sea 5, That portion of the W), Invaded by

patented M.S. 117 under Patent No 3104;
Sea. 6, That portion invaded by patented

M.S. 1655 under Patent No, 7142, patented
MTS. 16592 under Patent No. 39730, pat-
ented M.S. 56 under Patent No. 1030, and
patented M.S. 117 under Patent No, 3101;

Sec. 8, WV/NE/ 4 ; and that portion of the
EVANE/ 4 invaded by patented M.S, 359
under Patent No. 4581;

See. 9, That portion of the WJV'WA' inalded
by patented M.S. 62 under Patent No,
1158, patented M.S. 359 under Patent No.
4581, and patented M.S. 10413 under rat-
ent No. 39049.

T. 9 S., R. 80 V.,
Sec. 30, That. portion of the MVJ4NW/ 1

invaded by patented M.S. 4528 under Pat-
eat No. 16662, patented M.S. 20317 under
Patent No. 1000202, and patented MIS.
1293 under Pztent No, 11144.

T. 10 S., Rt. 80 W.,
See. 7, S/NV , NE)SW/ 4 .

T. 11 S., Rt. 80 W.,
Sec. 14, S1Vv4 N%/ 4 , NW)J.VwJ, SIjSW ;
See. 15, lots 1, 2, 4, 5. and 6, N1NW' J;
See. 23, W%,NEV/, S H jNf'A, E

SEV ;

Sec. 24, lots 2,3, and 4, W SW
Sec. 25, lots 2, 3, 4, 5, 6, 7, and 8, S JN

SNV , S % SW 11, S1 2 N SE 1/, S ISSL i ;
Sec. 26, lots 1, 2, SJNil41INE J, & l11,41)J

NW'!4 , S 5SE/;
Sec. 28, NWI/4 NW/ 4 , W1 VSWV'NWJJ;
Sec. 29, E1/SE/NEA;
Sec. 36, NNE/4 , N'/NW%, SJSNISL),J

T. 9 S., R. 81%W,
Sec. 25, ESt/;
Sec. 36, That portion of the E1, and the
NEI/4N1V 4 invaded by patented P1.,
2082 under Patent No. 21689, patented
M.S. 2358 under Patent No. 9474, patent-
ed M.S. 4752 under Patent No. 22030; and
that portion of the EB/, and NE '/NV
wilthdrawn by Executive order dated
April 16, 1889, as amended by Executive
order dated January 31, 1003 which re-
served and set apart certain lands do-
scribed by metes and bounds for the uEco
of the United States Comni",lon of Fl1sh
and Fisheries (now the Bureau of Sport
Fisheries and Wildlife).

T. 11 S., R. 81W.,
Sec. 24, SE/ 4 NE1/4 ;
See. 25, That portion of the WNWA and

NW'ASW'/4 invaded by patented M.S.
7926 under Patent No. 21474, patented
M.S. 11443 under Patent No. 2090 and
patented M.S. 16340 under Patent No.
40002;

Sec. 26, S/NEI.

The above-described lands aggregato
approximately 2,810.50 acreo, which
lands are all patented without any min-
eral reservations to the United Statea.

J. ELLIOTT HALL,
Chief,

Division of Technical ServIces.
[FR Doe.71-18655 Filed 12-21-71;8:40 am]

OUTER CONTINENTAL SHELF OFF
LOUISIANA

Oil and Gas Lease Sale

Reference Is hereby made to the no-
tice of an oil and gas lease sale published
in the FEDERAL REoISTrR on November 20,

1971 (36 PR. 22188). On December 20,
1971, the United States Court of Appeals
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for the District of Columbia Circuit or-
dered in connection with said sale "that
all bids shall be submitted as previously
scheduled and all bids so submitted shall
be impounded and kept sealed pending
further order of this- Court."

Pursuant to said court order, notice is
hereby given that: (1) All bids submitted
pursuant to said notice of sale shall be
impounded and kept sealed pending
further order of said court; (2) unless
said court issues a further order allowing
bids to be opened and accepted within 30
days from the date hereof, all bids shall
be returned unopened to the bidders; and
(a) all provisions of 43 CFR Part 3300
that are inconsistent with the provisions
of this notice are hereby waived.

Dated: December 21, 1971.

RoGEes C. B. MORTON,
Secretary of the Interior.

[R Doc.71-18825 Pfled 12-21-71; 10:48 am]

National Park Service

BLUE RIDGE PARKWAY

Notice of Intention To Issue a
Concession Permit

Pursuant to the provisions of section 5,
of the Act of October 9, 1965 (79 Stat.
969; 16 U..C. 20), public notice is hereby
given that thirty (30) days after the date
of publication of this notice, the Depart-
ment of the Interior, through the Super-
intendent, Blue Ridge Parkway, proposes
to issue a concession permit to S. S.
Clark, Jr, authorizing him to provide
concession facilities and services for the
public at Moses H. Cone Memorial Park
on the Blue Ridge Parkway for a period
of 2 years from January 1, 1972, through
December 31, 1973.

The foregoing concessioner has per-
formed his obligations under a prior per-
mit to the satisfaction of the National
Park Service and, therefore, pursuant to
the Act cited above, is entitled to be given
preference in the renewal of the permit
and in the negotiation of a new permit.
However, under the Act cited above, the
National Park Service is also required
to consider and evaluate all proposals re-
ceived as a result of this notice. Any pro-
posal to be considered and evaluated
-must be submitted within thirty (30)
days after the publication date of this
notice.
- Interested parties should contact the
Superintendent, Blue Ridge Parkway,
Post Office Box 1710, Roanoke, VA 24008
for information as to the requirements of
the proposed permit.

Dated: December 1, 1971.

GPNv LE B. LImEs,
Superintendent,

Blue Ridge Parkway.
[FR Doc.71-18633 Filed 12-21-71;8:45 am]

Office of Hearings and Appeals
BURGESS MINING & CONSTRUCTION

CORP.
Petition for Modification of
Mandatory Safety Standard

DECEa DER 14, 1971.
In regard petition of Burgess Mining &

Construction Corp. for modification of a
mandatory safety standard, Docket No.
AT 72-15. 480 Dragline Pit, BoQthton
Strip Operations.

Notice is hereby given that Burgess
Mining & Construction Corp. (petitioner)
has filed a petition to modify the appli-
cation of section 101 (1) of the Act as Im-
plemented by § 77.206(c) prescribed by
the Secretary, with respect to Its 480
Dragline Plt-Boothton Strip Opera-
tions. Section 77.206(c) provides as
follows:

Steep or vertical ladders which are u=ed
regularly at fixed locations shall be anchored
securely and provided with baokguards ex-
tending from a point not more than 7 feet
from the bottom of the ladder to the top of
the ladder.

Petitioner requests that the applica-
tion of § 77.206(c) be modified to permit
Burgess to operate mobile equipment
without application of the standard to
its operations. It is petitioner's position
that installation of the ladders on mobile
equipment will result in a diminution of
safety for the person using the "ladder."

Parties interested in this petition shall
file their answer or comments and, If
they wish a hearing, their request for
one, within 30 days from the date of
publication of this notice in the FEDERA
REGISTER, with the Office of Hearings and
Appeals, Hearings Division, U.S. Depart-
ment of the Interior, Ballston Tower No.
3, 4015 Wilson Boulevard, Arlington, VA
22203. Copies of the petition are avail-
able for inspection at that address.

JA -s M. DAY,
Director.

DECELUER 14, 1971.
[FR Doc.71-18639 Filed 12-21-71.8:45 am]

BURGESS MINING & CONSTRUCTION
CORP.

Petition for Modification of
Mandatory Safety Standard

DECEMaER 14, 1971.
In regard petition of Burgess Mining &

Construction Corp. for modification of a
mandatory safety standard, Docket No.
M 72-16, Boothton Strip Operations.

Notice is hereby given that Burgess
Mining & Construction Corp. (petitioner)
has filed a petition to modify the appli-
cation of section 101(l) of the Act as
implemented by §§ 77.1109(c) (1) and
77.1109 (e) (1) prescribed by the Secre-
tary, with respect to its Boothton Strip
Operations. Sections 77.1109(c) (1) and
77.1109(e) (1) provide as follows:

(c) (1) Mlobio equipment, including
trucks, front-end loaders. bulldozers, port-
able welding units, and augers, rhall be

equipped with at least one portable fire
extinguJher.

(e) Two portable fire extinguissers, or the
equlvlent, shall be provided at each of the
following combustlble liquid stora-e
Inatallatlons:

(1) N~ear each above ground or unburied
combustible liquid storage station; and,

Petitioner requests that the application
of §§ 77.1109(c) (1) and 77.1109(e) (1) be
modified to permit Burgess to operate
front-end loaders and bulldozers in addi-
tion to being permitted to maintain
above-g-round portable diesel fuel stor-
age skid tanks within six hundred (600)
fect of the required number of fire
extinguishers. Also, that petitioner be
allowed to operate pit haul trucks under
certain conditions without fire e,-
tinguishers. It is petitioner's position that
no diminution of safety to employees
would result if the same coverage under
§ 77.1109(o) (1) of the regulations were
extended to above-ground portable diesel
fuel storage tanks; and, that no diminu-
tion of safety to employees would result
if the same coverage under § 77.1109
(c) (3) of the regulations were extended
to front-end loaders and bulldozers.

Parties interested in this petition shall
file their answer or comments and, if they
wish a hearing, their request for one,
within 30 days from the date of publica-
tion of this notice in the FDmaL
Rzoxsrm, with the Office of Hearings and
Appeals. Hearings Division, US. Depart-
ment of the Interior, Ballston Tower
No. 3, 4015 Wilson Boulevard, Arlington,
VA 22203. Copies of the petition are
available for inspection at that address.

JAIES M. DAY,
Director.

Dscniamua 14, 1971.

IFR Doc.71-18540 Filed 12-21-71;8:45 am]

DEPARTMENT OF AGRICULTURE
Agricultural Stabilization and

Conservation Service

FIRE-CURED, DARK AIR-CURED, VIR-
GINIA SUN-CURED, CIGAR-BINDER
(TYPES 51 AND 52), AND CIGAR-
FILLER AND BINDER (TYPES 42, 43,
44, 53, 54, AND 55) TOBACCO

Notice of Referendum
Notice Is hereby given that on Janu-

ary 10 to 14,1972, each inclusive, a refer-
endum will be held of farmers engaged in
the production of the 1971 crop of Cigar-
filler and Binder (types 42, 43, 44, 53, 54,
and 55) tobacco, pursuant to the pro-
visions of the Agricultural Adjustment
Act of 1938, as amended. It Is hereby
determined that the referendum will be
held by mail ballot during the period
specified above. Notice was given (36 FR.
21208) that consideration would be given
to data, views, and recommendations on
establishing the date or period for hold-
ing the referendum and whether the ref-
erendum would be conducted at polling
places rather than by mall ballot. No
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data, views, or recommendations regard-
ing the referendum were received pursu-
ant to such notice. It is hereby deter-
mined that the referendum will be held
by mail ballot during the period specified
above. The purpose of the referendum is
to determine whether the farmers voting
favor a national marketing quota for
each of the 1972-73, 1973-74, and 1974-
75 marketing years for Cigar-filler and
Binder (types 42, 43, 44, 53, 54, and 55)
tobacco. The referendum will be con-
ducted in accordance with the provisions
of the Act and the Regulations Govern-
ing the Holding of Referenda on Mar-
keting Quotas, as amended, Part 717 of
this chapter (28 F.R. 13249).

Signed at Washington, D.C., on De-
cember 14, 1971.

KENNETH E. FRICK,
Administrator, Agricultural Sta-

bilization and Conservation
Service.

IFR Doc.71-18660 Filed 12--21-71; 8:49 am]

FIRE-CURED, DARK AIR-CURED, VIR-
GINIA SUN-CURED, CIGAR-BINDER
(TYPES 51 AND 52), AND CIGAR-
FILLER AND BINDER (TYPES 42, 43,
44, 53, 54, AND 55) TOBACCO

Notice of Referendum

Notice is hereby given that on January
10 to 14, 1972, each inclusive, a refer-
endum will be held of farmers engaged
in the production of the 1971 crop of
Cigar-binder (types 51 and 52) tobacco,
pursuant to the provisions of the Agricul-
tural Adjustment Act of 1938, as
amended. Notice was given (36 .R.
21208) that consideration would be given
to data, views, and recommendations on
establishing the date or period for hold-
Ing the referendum and whether the ref-
erendum would be conducted at polling
places rather than by mail ballot. No
data, views, or recommendations regard-
ing the referendum were received pursu-
ant to such notice. It is hereby deter-
mined that the referendum will be held
by mail ballot during the period specified
above. The purpose of the referendum is
to determine whether the farmers voting
favor a national marketing quota for
each of the 1972-73, 1973-74, and 1974-75
marketing years for Cigar-binder (types
51 and 52) tobacco. The referendum wil
be conducted in accoidance with the pro-
visions of the Act and the Regulations
Governing the Holding of Referenda on
Marketing Quotas, as amended (28 FR.
13249), Part 717 of this chapter.

Signed at Washington, D.C., on De-
cember 14, 1971.

KEMETH E. FRICK,
Administrator, Agricultural Sta-

bilization and Conservation
Service.

DEPARThMEMT OF COMMERCE
Bureau of the Census

RETAILERS' INVENTORIES, SALES,
PURCHASES, AND NUMBER OF ES-
TABLISHMENTS

Notice of Determination

In accordance with title 13, United
States Code, sections 181, 224, and 225
and due notice of consideration having
been published November 16, 1971 (36
F.. 21836) I have determined that cer-
tain 1971 annual data for retail trade are
needed to provide a sound statistical
basis for the formation of policy by vari-
ous governmental agencies and are also
applicable to a variety of public and busi-
ness needs. This annual survey is a con-
tinuation of similar surveys conducted
each year since 1951, and makes avail-
able on a comparable classification basis
-data covering 1971 yearend inventories,
annual sales and purchases, and number
of retail stores operated at the end of the
year. This survey is the only continuing
source available on a comparable classi-
fication and timely basis for use as the
benchmark for monthly inventory and
purchases estimates. It also assists in
establishing a benchmark for the geo-
graphic area distribution of sales. These
data are not publicly available on a
timely basis from nongovernmental or
other governmental sources.

Reports will be required only from a
selected sample of retail establishments
in the United States. The sample will
provide, with measurable reliability, sta-
tistics on the subjects specified above.
Reports will be requested from sample
stores based on their sales size, selection
in Census list sample mail panel, and lo-
cation in Census sample areas. A group
of the largest firms, in terms of number
of retail stores, will be requested to re-
port their sales and number of stores by
county; but those firms which are par-
ticipating monthly in the Bureau's geo-
graphic area survey will be asked to
report at the national level only.

Report forms will be furnished to the
firms covered by the survey and will be
due 15 days after receipts. Copies of the
forms are available on request to the
Director, Bureau of the Census, Wash-
ington, D.C. 20233.

I have, therefore, directed that an
annual survey be conducted for the pur-
pose of collecting these data.

Dated: December 17, 1971.

GEORGE H1. BROWN,
Director, Bureau of the Census.

[FR Doc.71-18661 Filed 12-21-71;8:49 am] IFR Doc.71-18685 Filed 12-21-71;8:47 am]

BEM~~EN OF HEAHL~,
EBUCATI1T, NO VELFAH1E
Food and Drug Adminiseration

TATE AID LYLE, LTD.

Notice of Filing of Petition for Food
Additive

Pursuant to provisions of the Federal
Food, Drug, and Cosmetic Act (sce.
409(b)(5), 72 Stat, 1786; 21 U.SC.
348(b) (5)), notice is given that a peti-
tion (PAP 2A2751) has been filed by
Tate and Lyle, Ltd., Research Centre,
Westerham Road, Kezton, Kent, England
BR2 6HJ, proposing the Issuance of a
food additive regulation (21 C1R Part
121) to provide for the safe use of dl-
methyl dialkyl ammonium chloride,
where the alkyl groups (C14-C,0 are
derived from tallow, as a decolorIzing
agent in the manufacture of sugar.

Dated: December 10, 1971.
VIGIL 0. WODICIA,

Director, Bureau of Foods,
[FR Doc.71-18616 Filed 12-21-71:8:49 cm]

AGREEMENT BETWEEN DEPARTMENT
OF HEALTH, EDUCATION, AND
WELFARE AND ENVIRONMENTAL
PROTECTION AGENCY -

Notice Regarding ratfors of Mutual
Responsibility

The Department of Health, Education,
and Welfare and the Environmental
Protection Agency have drawn up an
agreement regarding matters of mutual
responsibility under the Federal Food,
Drug, and Cosmetic Act and the Federal
Insecticide, Fungicide, and Rodentioido
Act. It reads as follows:
DrPArnTaIENT Or RI=LTU, DnUCATION, AW

ENvi.oznr&nAL Pnorcriou Aaicv

1rLt OANDI 0 OV tU-MIN n1arsAnrlD1 MAT-
TE'rS 01' LTUTIAL rsPF01TZ1Dam r WUDIM.
IMIDEfAL OOD, DMG, MID C0SMLTIC ACT AND
'=AL n IfSfcTICIfl1', tunarICID, AND no-

DEINTXCMn ACT

Reorgamlzation Plan No, 3 of 1970 pub-
lished in the FrAc naotarna of Ocrtobor 0,
1970, stated in section 2, paragraph (4) that
the functions vcsted in the Sccrotvxy of
Health, Education, and Welfaro of ctablifAh-
ing tolerancem f6r peaticldo chemical under
the Federal Food, Drug, and Cosmotlo Act, as
a-mended, 21 U.S.C. 349, 3-tCs, and 318, vwero
transferred to tho Admnistrator of the
Environmental Protection Agency effective
December 2, 1970. After comldcring all of the
various pesticido ucj which havo been sub-
ject to petition procedurca under thezo three
sections, and certain other cconomic polon
uses subject both to the Federal Inctiido,
Fungicide, and Rodentlcldo Act, 731 t,..C,
35, and to the Federal Food. Drug., and
Cosmetic Act, the Administrator of the Tai-
vironmental Protection Agency and the Sce-
retary of Health, Education, and Welfaro
have concluded that this agrcoment 1,i
needed to provide for the coordination of
actlvities pertaining to economo polsons ant
to inform all concerned as to which agency
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will process the pesticide petitions for each
type of use.

Reorganization Plan No. 3 also transferred
to the Administrator of the Environmental
Protection Agency the functions of the Sec-
retary of Agriculture under the Federal In-
secticide, Fungicide, and Rodenticlde Act.
There are certain products which are subject
to the requirements of both the Federal Food,
Drug, and Cosmetic Act (FFDCA) and the
Federal Insecticide, Fungicide, an Rodenti-
cide Act (FIFRA). In the past, confusion,
misunderstanding and Inconvenience have
resulted from procedures followed in con-
nection with the proposed marketing of such
products. The Administrator of the Environ-
mental Protection Agency (EPA) and the
Secretary of Health, Education, and Welfare
are agreed that a new procedure should be
followed, whereby the manufacturer would
be informed (1) of the agency exercising
primary jurisdiction regarding his product,
(2) that the matter will be referred to the
other agency for decision under the law of
that agency, and (3) that approval for mar-
keting the product will not be granted un-
less or until each agency has approved the
marketing under its respective authority.
This matter was the subject of a proposed
statement of general policy and interpreta-
tion published in the FmEzaL REGSR on
August 5, 1970.

There are other procedures which should
be established n order to facilitate the han-
dling of matters which are of direct concern
to both Agencies. These matters involve is-
suance of regulations under section 406 of the
FF;DCA, establishment of reference stand-
ards, exchange of information on certain pro-
grams, agreements with States and foreign
countries on surveillance and enforcement
activities on pesticide residues in food and
publication of the Pesticlde Analytical
Manual.

The term "pesticide chemical" is defined in
section 201(q) of the Federal Food, Drug,
and Cosmetic Act as a substance which Is an
"economic poison" under the Federal Insecti-
cide, Fungicide, and Rodenticlde Act and
which is used in the production, storage, or
transportation of raw agricultural commodi-
ties. Economic poisons used on food crops be-
fore or after harvest and on food animals are
included in this category. Economic poisons
used on or concentrating in processed foods
are treated in the Federal Food, Drug, and
Cosmetic Act as food additives rather than
pesticide chemicals.

Both agencies agree that:
1. The following petitions will be processed

by the Environmental Protection Agency:
a. Petitions requesting tolerances or ex-

emption from tolerances for residues of
pesticide chemicals on raw agricultural
-commodities.

b. Petitions for food additive regulations
required for residues of pesticide chemicals -
carrying over and concentrating in processed
foods manufactured from treated raw agri-
cultural commodities.

c. Petitions for regulations for residues of
economic poisons from direct treatment
of processed foods with fumigants or
insecticides.

d. Petitions for food additive regulations
to permit the safe use of economic poisons to
impregnate food-packaging materials such as
wrappers or bags to protect raw agricultural
commodities from any pest or to protect
processed foods froin insects.

2. The following petitions wil be proc-
essed by FDA:

a. Petitions for food additive regulations to
permit use of sanitizers on food-contact
surfaces.

b. Petitions for food additive regulations
to permit the safe use of economic poisons
as preservatives in processed food.

c. Petitions for food additive regulations
to permit the safe use of economic poisons
in food packaging material when such use is
not covered by l.d.

3. Applications for approval of drugs under
F DCA and for registration of economic
poisons under FIFRA will be procezed n
follows:

a. Whenever a product is submitted to
either FDA or EPA for approval and It I be-
lieved by either agency that the product Is
subject to the requirements of both the
FFDCA and the FIFRA, an interagency deter-
mination will be made and an agreement
reached with respect to' (1) whether the
product is subject to the requirements of
the FFDCA and FIFRA, (2) whether par-
ticular claims are "economic polzon" or
"drug" claims and (3) whether the repre-
sentations made for the product, including
the Implications to be drawn therefrom, are
primarily "economic polon" or "drug"
representations.

b. Whenever application Is made to EPA
for registration of a product that Is both a
drug and an economic poison and deter-
mination has been made that the principal
claims or representations relate to an eco-
nomle poison, EPA will withhold registration
of the product under IFWRA until it has been
Informed by FDA that the product coa-
plies with the provisions of the laws ad-
ministered by FDA.

c. Whenever application Is made to FDA
for approval of a product that Is both a drug
and an economic poison and determination
has been made that the principal claims or
representations relate to a drug. FDA wUl not
approve a new drug application, a new anl-
mal drug application, or an antibiotic appll-
cation without first being advised by EPA
that the claims or reprezentations subject to
the provisions of the FIWRA are warranted
and that the product is eligible for registra-
tion under that act.

d. Whenever application Is made to EPA
for the registration of a product that s both
a drug and an economic polcon and deter-
mination'has been made that the principal
claims or representations relate to a drug,
the matter will be referred by EPA to FDA
and the matter will thereafter be handled
as if the application had been originally made
to FDA.

e. Whenever application Is made to FDA
for approval of a product that is both an
economic poison and a drug and determina-
tion has been made that the principal claims
or representations relate to an economic poi-
son, the matter will be referred by FDA to
EPA and the matter will thereafter be han-
dled as if the application had been originally
made to EPA.

f. Neither agency will approve the market-
ing of a product under the law administered
by it if the product would not be In full
compliance with the requirements of a law
administered by the other.

4. If the poisonous or deleterious substance
referred to In section 400 of the Federal
Food, Drug, and Cosmetic Act is pre:ent in
food primarily as a result of its uso as a
pesticide chemical, or an economic poison,
any regulation establishing a tolerance for
such substance In food will be promulgated
by the Environmental Protection Agency.
Any other regulations under section 40 will
be promulgated by FDA.

5. EPA will have primary responsilbUilty
for maintenance of an analytical reference
standards repository of pstlcldcs for which
tolerances are established. FDA will transfer
to EPA those samples which have been pre-
pared for this purpose. Upon request, por-
tions of these samples will be made avail-
able to the FDA and local enforcement au-
thorities as needed for use in ocllecal analysis.
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6. Each agency will appoint an individual
and alternate3 who shall be responslble for
interagency cooperation and coordination.

a. These representativEs, with staff sup-
port as desired, shall meet regularly on a
mutually agreeable schedule to discuss pro-
gram and policy coordination and to estab-
lish operating procedures between the agen-
cies. Primary functlons of the representa-
tive are: (i) To a.--ure adherence to the
General provilons of paragraphs 1-4 above,
Inclusive; (it) to promote mutual concur-
renco on chemical, toedcologic, and pharma-
colog-c requirements for pesticide tolerances;
(ill) to provide for complete and timely
exchange of information concerning proposed
tolerances, administrative guidelines, meth-
cdolo2y, research programs, monitoring, sur-
voillance and enforcement programs, and
leZal action; (iv) to provide that FDA will
continue responslblity for agreements with
States and foreign countries on surveilance
and enforcement activities on pesticide resi-
dues in food: (v) to provide that where the
official US. delegate to International organi-
zations is either EPA or FDA this will not
automatically preclude repre-entatlon by the
other agency; and (vi) to provide that pub-
lication of FDAs Pstlclde Analytical manual
for residues in foods and other environ-
mental substrates will be continued as a joint
FDA-EPA sponoruhip under editorial man-
ngement consisting of representatives of both
agencl:es.,

b. Lssues arlslng out of the above prov-
slons which are not resolved after two
regularly scheduled meetings shall be sub-
mitted through the organizational structure
of each aSency for resolution.

s:. Agency repre-ntatives may propose
additional aGreements concerning these and
other matters affecting interagency coordina-
tion and cooperation on the health aspects
of peotlcldes and their reldues in food and
druga. These proposals may be Jointly ap-
proved by the Deputy Asslstant Administra-
tor for Pestlcdez Programs EPA, and the
Commirsioner of Food and Drugs, HE=.

For the Department of Health, Education,
and Welfare.

J. G. V==W,- .
Acting Secretary.

Jur 17, 1971.

Crmm C. EnvAhns,
Commizzsoner.

MAr 11, 2971.

For the Environmental Protection Agency.

W=Aar D. RuczscsH~us,
Adminiatrator.

S=T== 4, 1971.

Effective date. This agreement became
effective on November 10, 1971.

Dated: December 9, 1971.
CHALE C. EDWAIDS,

Commissfoner of Food and Drugs.
[FR DocT7l-l8651 Filed 12-21-71;8:49 am]

ATOMIC ENERGY COMMISSION
[Docket ITo. 50-3131

ARKANSAS POWER & LIGHT CO.
Notice of Availability of Applicant's

Environmental Report and Supple-
mental Environmental Report
Pursuant to the National Environ-

mental Policy Act of 1969 and the
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Atomic Energy Commission's regulations
in Appendix D to 10 CFR Part 50, notice
is hereby given that reports entitled
"Applicant's Environmental Report-
Operating Permit Stage," and "Supple-
ment No. 1 to Environmental Report,"
for Arkansas Nuclear One, Unit 1, sub-
mitted by the Arkansas Power & Light
Co. have been placed in the Commis-
sion's Public Document Room at 1717
H Street NW., Washington, D.C., and
in the Arkansas River Valley Regional
Library, Dardanelle, Ark. 72834. The
report is also being made available to
the public at the Arkansas Planning
Commission, Room 300, Game and Fish
Commission Building, Little Rock, Ark.
72201 and the West Central Arkansas
Planning and Development District, Mu-
nicipal Building, Box R, -Hot Springs,
Ark. 71901.

These reports discuss environmental
considerations related to the proposed
operation of Arkansas Nuclear One, Unit
1, located on the Dardanelle Reservoir
on the Arkansas River in Pope County,
Ark.

After the reports have been analyzed
by the Commission's Director of Regu-
lation or his designee, a draft detailed
statement of environmental considera-
tions related to the proposed action will
be prepared. Upon preparation of the
draft detailed statement, the Commis-
sion will, among other things, cause to
be published in the FEDERAL REGISTER
a summary notice of availability of the
draft detailed statement. The summary
notice will request comments from Fed-
eral agencies, State and local officials,
and interested persons on the draft
statement. The summary notice will also
contain a statement to the effect that
the comments of Federal agencies and
State and local officials thereon will be
availabTe when received.

Dated at Bethesda, Md., this 13th day
of December, 1971.

For the Atomic Energy Commission.
R. C. DrYouxa,

Assistant Director for Pressur-
ized Water Reactors, Division
of Reactor Licensing.

[PR Doc.71-18654 Filed 12-21-71;8:51 am]

CIVIL AERONAUTICS BOARD
[Docket Nos. 23827, 23828; Order 71-12--68]

AIR WEST

Order Denying Temporary Suspension
and Setting Application for Hearing
Adopted by the Civil Aeronautics

Board at its office in Washington, D.C,
on the 16th day of December 1971.

On September 14, 1971, Hughes Air
Corp. (Air West), filed an applicationI
to amend its certificate of public con-
venience and necessity for route 76 by
deleting Roseburg, Oreg. Air West also

I Docket 23827.

filed an application 2 requesting author-
ity to suspend service temporarily at
Roseburg until the Board acts upon its
application in Docket 23827.

In support of its application in Docket
23828, Air West alleges that, inter alia,
Roseburg has not generated sufficient
passenger traffic to warrant the continu-
ation of air service; I continuation of
service at Roseburg will produce an an-
nual subsidy requirement of approxi-
mately $50,000; and there is adequate
surface transportation available to other
nearby airports.

.Answers in opposition were filed by
the city of Roseburg and the Public
Utility Commissioner of Oregon, re-
questing denial of Air West's applica-
tion to temporarily suspend service at
Roseburg pending investigation and
hearing on Air West's certificate amend-
ment application in Docket 23827. The
answering parties allege that, inter alia,
suspension of Air West will terminate air
service at Roseburg; the nearest airport
is too distant to convenience the Rose-
burg community; and Air West has done
little to promote its services at Roseburg.

On October 14, 1971, Air West filed a
consolidated reply.

Upon consideration of the pleadings
and all the relevant facts, we have de-
cided to deny Air West's request for a
temporary suspension of service and to
set for hearing Air West's application to
delete Roseburg.

We note that, in the absence of a re-
placement service, Roseburg will be with-
out air service.' As indicated above, the
community opposes Air West's suspen-
sion, and we believe that under all the
circumstances it is appropriate to con-
sider, on an evidentiary record, the con-
tentions of the parties.

Accordingly, it is ordered, That:
1. The application of Hughes Air Corp.

(Air West), Docket 23828, be and it
hereby is denied;

2. The application of Air West, in
Docket 23827, be and it hereby is set for
hearing at a time and place to be here-
after designated; and

3. This order shall b& served on the
city of Roseburg; Airport Manager,
Roseburg Airport; State of Oregon; Post-
master General; United Air Lines, Inc.;
and Hughes Air Corp.

This order will be published in the FED-
I RAL REGISTER.

By the Civil Aeronautics Board.

[SEALI PHYLLIS T. K'YLOR,
Acting Secretary.

[FR Doc.71-18684 Filed 12-21-71;8:47 am]

2Docket 23828.
'Air West alleges that in calendar year

1970, it averaged only 1.8 passengers per
departure.

'As recently as 1966 the Board determined,
eater a full hearing, that certificated service
should be retained at Roseburg. Coeur
D'Alene/Roseburg Service Investigation, Or-
der F-23756, May 31, 1966.

NATIONAL LABOR RELATIONS BOARD

Notice of Revocation of Authority to
Mahe Noncarcor E:ecutivo Assign-
ment
Under authority of § 9.20 of Civil Serv-

ice Rule IX (5 CFR 9.20), the Civil Serv-
ice Commission revokes the authority of
the National Labor Relations Board to
fill by noncarcer executive assignment In
the excepted service the position of Spe-
cial Assistant to the General Counsel,
Office of the General Counsel.

UNITED STATES CIVIL Srnv-
ICE CornssION,

[sEAL] JArIEs C. SPnY,
Executive Assistant
to the Commissioners.

[PR Doc.71-18669 Filed 12-21-71;8:47 aml

RADIATION MONITORS, PORTS-

MOUTH NAVAL SHIPYARD,,N.H.

Manpower Shortage, Notice of Listing

Under the provisions of 5 U.S.C. 5723,
the Civil Service Commission found on
November 30, 1971, a manpower short-
age for positions of Radiation Monitor
A, WX-10 and Radiation Monitor B,
WX-8, at the Portsmouth Naval Ship-
yard, Portsmouth, N.H.

Assuming other legal requirements are
met, appointees to these positions may
be paid for the expense of travel and
transportation to first post of duty.

UNITED STATES CIVIL SrnV-
ICE COMMSSIOIN,

[srAu] JA=ns C. SPaY,
Executive Assistant

to the Commissioners.
[FR Doc.71-186G4 Piled 12-21-71;8:40 am]

ENVIRONMENTAL PROTECTION
AGENCY

AGREEMENT BETWEEN DEPARTMENT
OF HEALTH, EDUCATION, AND
WELFARE AND ENVIRONMENTAL
PROTECTION AGENCY

Notice Regarding Matters of Mutual
Responsibility

Cross REFErENCr: For a document
giving notice of agreement between the
Department of Health, Education, and
Welfare and the Environmental Protec-
tion Agency on matters of mutual re-
sponsibility under the Federal Food,
Drug, and Cosmetic Act and the Federal
Insecticide, Fungicide, and Rodenticide
Act, see F.R. Doe. "Agreement between
the Department of Health, Education,
and Welfare and the Environmental
Protection Agency on Matters of Mutual
Responsibility" appearing at page 24234
of this issue of the FnDE AL RnoIsTn.
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3,5-DICHLORO-N-fI,I-DIMETHYL-2-
PROPYNYLBENZAMIDE

Notice of Reextension of Temporary
Tolerances

The Robi and Haas Co., Independence
1Mll West, Philadelphia, Pa. 19105, was
granted temporary tolerances for residues
of the herbicide 3,5-dichloro-N-(1,1-
dimethyl-2-propynyl)benzamide and its
metabolites calculated as 3,5-dichloro-N-
(1,1-dimetyl-2-propynyl)benzamide in
or on the raw agricultural commodities
alfalfa, clover, lespedeza, trefoil, and
vetch at 3 parts per million; lettuce at 1
part per million; kidney and liver at 0.2
part per million (negligible residue);
and milk at 0.01 part per million (neg-
ligible residue) on August 29, 1969 (no-
tice was published in the FEDEAL REG-
sr of September 9, 1969 (34: FR.

14183)). At the request of the firm, the
temporary tolerances were extended to
August 29, 1971 (notice -was published in
the FERAL RcGms of November 17,
1970 (35 FR. 17678)).

Subsequently, the firm amended the
petition by (a) withdrawing the proposed
tolerance on lespedeza; (b) specifying
that the temporary tolerance of 0.2 part
per million for negligible residues in kid-
ney and liver apply to cattle and poultry;
and (c) proposing temporary tolerances
for negligible residues of the herbicide in
eggs, meat, fat, and meat byproducts
(except kidney and liver) of poultry at
0.01 part per million-

The firm has requested an additional
1-year reextension to obtain additional
experimental data. It is concluded that
such reextension will protect the public
health. A condition under which these
temporary tolerances are reextended Is
that the herbicide will be used in accord-
ance with the temporary permit which is
being issued concurrently by the Environ-
mental Protection Agency and which pro-
vides for distribution under the Robin
and Haas Co. name.

As reextended these temporary toler-
ances expire August 29, 1972.

This action is taken pursuant to pro-
visions of the Federal Food, Drug, and
Cosinetic Act (sec. 408(j), 68 Stat. 516;
21 U.S.C. 346a(j)), the authority trans-
ferred to the Administrator of the En-
vironmental Protection Agency (35 F.P
15623), and the authority delegated by
the Administrator to the Deputy Assist-
ant Administrator for Pesticides Pro-
grams (36 FR. 9038).

Dated: December 14, 1971.

WnXLIAM M UPEOLT,
Deput Assistant Adanistrator

Jor Pesticides Program.
[FR Doc.71-18683 Fned 12-21-71;8:61 am]

FEDERAL COMMUNICATIONS
COMMISSION

[FCC 71-1251]

BROADCASTING OF INFORMATION
CONCERNING HORSE RACES

-. Declaratory Ruling
1. The Commission has under consid-

eration requests for declaratory rulings,
pursuant to 5 U.S.C. 554(d), and § 1.2 of
the Commission's rules (47 CFR 1.2),
filed by the city of New York Off-Track
Betting Corp. (OTB). The ruling sought
in each Instance is that the Commission
should not impose either administrative
or other sanctions against television,
radio, or cable systems If they broadcast
(or cablecast) information about horse
races and OTB. The thrust of the re-
quest is that the Commission now deter-
mine that the broadcast or cablecast of
such Information would not be in con-
travention of law, the Commilon's
rules or policies or otherwise contrary
to the public interest.

2. OTh requested a ruling with respect
to each of the following types of pro-
grams, singly or in combination:

(1) OTB produced replays of selected
races that have been rim at tracks in
and/or out of New York State as to
which OTh has accepted parimutuel
wagers from city or State of New York
bettors;

(2) OTB produced race information
programs, which would include some or
all of the following: The results of all
races (in and/or out of State) as to
which OTB has accepted parimutuel
wagers from city or State of New York
bettors; the parimutuel prices paid on all
such races; scratches, posttime cbanges,
weights, jockeys. odds, and track condi-
tions as they concern future races (a rul-
ing Is requested for the transmison of
such information as soon as it Is avail-
able and for the t, nsison of such
Information on a delayed basis) ;

(3) OTB produced live showings of all
or some of the races of the program at
tracks n and/or out of New York State;

(4) News reports of some or all of the
subjects described in (1) through (3)
above;

(5) Advertisements of OTB, including
the promotion of legul off-track pari-
mutuel wagering and explanations as to
how OTB's facilities may be utilized;

(6) Documentary programs on OTB,
including such material as decriptions
of how OTB operates andits proceeds are
used, and how Illegal gambling is oper-
ated and affects government and soclety.
Additionally, OTB requests declaratory
rulings as to the following utilization of
facilities under the Commis on's jurL-
diction:

(7) Transmission by wire communlca-
tion or microwave of racing information
from legally operated tracks In and/or
out of New York State to OTB faclities;

(8) DLemination, by mass anounce-
ment telephone devices (as used, for ex-
ample, by the National Weather Service)
located in the city of New York, of all
types of Information on racing prograns
as to which OTB has accepted or will
accept wagers from city or State of NewYork bettors.

3. In 19G4, following extended con-
sideration, the Commi5sion adopted a
policy statement concerning the broad-
casting of hor'eracing information: The
thrust and objective of that Policy State-
ment was the curtailment or the use of
broadcast facilities to disseminate infor-
mation which Is or might well be of sub-
stantia use to illegal gambling. As ex-
amples of broadcasts which were of con-
cern to the Commission, the following
were cited:

(a) The broadcasting of a full pro-
gram of races from a racetrack, simul-
taneously with their running.

(b) Broadcasting detailed changes in
prerace information, such as post posi-
tions, jockeys, probable odds and
ccratches, prior to the race.
(c) Broadcasting of off times as soon

as this inform tionis available orshortly
thereafter.

(d) Broadcasting race results and
prices paid on a race before the next race
has been run at the same track on the
same day.

(e) Broadcasts of hormerace informa-
tion sponsored by publishers of "scratch
sheets" or other publications dissemi-
nating detailed horserachig information
by touts, or other persons whose activi-
ties may result in aiding illegal gambling
or furnishing information to illegal gam-
blers or bookmakers.
The Commnison stressed that its concern
was primarily with those licensees which
may regularly engage in the listed types
of programing-and not where there are
only isolated or sporadic instances of
such broadcasts. Further we did not, nor
did we intend to inhibit the broadcast
of a race or races, or of full information
about any races which are of widespread
Interest to the general public.

4. The objective of our 1964 Policy
Statement-that broadcast facilities
should not be uzed to disseminate infor-
mation which is or might well be of sub-
stantial ais tance to illegal gambling-
remains a matter of continuing concern
to the CommisLion and to the Federal
Government. This concern with illegal
gambling activities is also reflected in
the establishment by President Nixon of
the National Council on Organized
Crime,' which Is charged-with the re-
sponsibility of formulating a nationmide
approach to the elimination of organized
crime and its report is due in the not too
dlstant future. There is no basis there-
fore for any relaxation or limitation of

, Ioport and ordcr, Ioce No. 1540, 25
FCC 1571 (1904), rcvi.n_- prcvlaou Policy
Statemex±, Public 7otice. Nov. 22, 1951, FCC
6I-1404.

2 Ixecutve Ord= 11534,35 P.R. 111, June 9,
1970.
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the strictures set forth in our 1964 Policy
Statement at the present time. *

5. The Commission recognized that
betting on horseracing under the aegis
of the Off-Track Betting Corp. of the
city of New York has been authorized
by State law and that it is petitioner's
desire to use broadcast facilities in fur-
therance of legal activities. With that in
view, we will address ourselves to the
requests seriatim.

Request No. 1. The Commission ruling
on this request will be encompassed with
the ruling on the request in paragraph
6 of this document.

Request No. 2. The request is clearly
inconsistent with the Commission's 1964
Policy Statement, and we rule against it
for our licensees.

Request No. 3. The broadcasting of a
full program of races from a racetrack,
simultaneously with their running would
be in conflict with our 1964 Policy State-
ment. However a modified grant of this
request is contained in paragraph 6 of
this ruling.

Request No. 4. Bona fide news stories
that are not inconsistent with our 1964
Policy Statement are, of course, permis-
sible.

Request No. 5. While OTB betting ac-
tivities are legal in the State of New
York, it would appear that the use of
broadcast facilities to promote such legal
activities would also serve to promote
private and still illegal gambling in that
State as well as promoting gambling
activities in neighboring States where
it is still illegal, The broadcast of such
programs would therefore be contrary to
our 1964 Policy Statement. The extent of
allowable advertising would be limited to
"institutional advertisements" i.e., in
much the same manner as the racetracks
currently advertise "come to XYZ race
track".

Request No. 6. The use of documentary
programs would not be outside the pur-
view of the Commission's Policy State-
ment.

Request No. 7. Transmission by wire
communication or microwave of racing
information from legally operated tracks
in and/or out of New York State to OTB
facilities. See (8) below.

Request No. 8. Items (7) and (8) ap-
pear to come within the provisions of
Title 18 U.S.C. § 1084(b), which makes
the general prohibition against the trans-
mission of wagering information inappli-
cable in certain situations. The legislative
history makes clear that subsection (b)
was enacted so as to exclude such activi-
ties in the State of-Nevada from the gen-
eral prohibition. Since the State of New
York has legalized off-track horserace
betting, the types of gctivities described
in (7) and (8) would also come within
subsection (b).

6. OTB in a supplementary request
asked the Commission to rule upon two
additional matters:

(a) A daily 30-minute early evening
program which would include replays of
some races run that day and the results
and prices paid on races as to which OTB

had accepted parimutuel wagers from
city or State of New York bettors and (b)
a daily 30-minute evening program of the
same nature, but including live coverage
of the final race run at a given track.
It is the Commission's view that the
broadcast of such programs would not be
inconsistent with our 1964 Policy State-
ment. In fact the broadcast of programs
similar to these are not uncommon in
various parts of the country.'

Adopted: December 15, 197-1.
Released: December 17, 1971.

FEDERAL COsMnMIcATIONS
COnUMSSION,'

[SEAL] BEN F. WAPLE,
Secretary.

[FR Doc.'71-18675 Filed 12-21-71;8:47 am]

[Dockets Nos. 19272, 19273; FCC 71R-364]

WVOC, INC., AND MICHIGAN
BROADCASTING CO.

Memorandum Opinion and Order
Enlarging Issues

in regard applications of WVOC, Inc.,
Battle Creek, Mich., Docket No. 19272,
File No. BPH-7005; Michigan Broadcast-
ing Co., Battle Creek, Mich., Docket No.
19273, File No. BPH-7045; for construc-
tion permits.

1. This proceeding involves the mutu-
ally exclusive applications of WVOC, Inc.
(WVOC), and Michigan Broadcasting
Co. (Michigan), each requesting a con-
struction permit for a new Class A FM
broadcast station at Battle Creek, Mich.
The applications were designated for
hearing by Commission Order, FCC 71-
670, 36 P.R. 12642, published July 2, 1971.
Presently before the Review Board is a
petition to enlarge issues, filed July 19,
1971, by Michigan, which requests the
addition of staff adequacy, equipment
and technical facilities, engineering and
financial issues against WVOC.1

STAFr ADEQUACY IssuE

2. In its application, as originally filed,
WVOC proposed a staff of six persons
to effectuate a programing proposal of
128 hours per week with nearly complete
duplication of the programing of day-
time-only standard broadcast Station
WVOC, Battle Creek, Mich? Utilization

' Commission action in this area is coordi-
nated with the Department of Justice and
this procedure has been followed with respect
to this proceeding.

' Commissioner Johnson absent.
1 Other related pleadings before the Board

are: (a) Opposition, filed Aug. 2, 1971, by
WVOC; (b) comments, Ifiled'Aug. 3, 1971, by
the Broadcast Bureau; and (c) reply, filed
Aug. 9, 1971, by Michigan. Supplemental cer-
tificates of service were also filed by Michigan
on July 22, 1971, and Aug. 11, 1971.2 VOC is the corporate licensee of Station
WVOC (1500 kHz, 1 kw., DA), which- op-
erates with a staff of six employees for ap-
proximately 80 hours each week. Petitioner is
also the licensee of a Battle Creek AM facil-
ity, Station WBCK, which operates on 930
kEHz, 1 kw., 5 kw.-LS, DA-2, U.

of the studio facilities and news staff
of Station WVOC, and the full-time par-
ticlpation of two principals, Don V. Price
and D. Burdette Price as general man-
ager and program director, respectively,
was also indicated by the applicant. On
March 30, 1971, WVOC amended Its ap-
plication to reflect 128 hours of inde-
pendent FM programing each week and
a staff of "six full time, one part time"
employees." Michigan contends that over
40 percent of WVOC's weely FM broad-
cast schedule will be devoted to local
programing with a special emphasis on
religious programs' and that the pro-
posed FM staff, allegedly comprised of
the six full-time employees of Station
WVOC and complemented by only one
part-time employee, will not be adequate
to implement the programing proposal
of the proposed station and, at the same
time, perform its normal duties for Sta-
tion WVOC. In Michigan's view, the un-
realistic staffing proposal of WVOC re-
quires the addition of the requetited
issue. -

3. WVOC opposes petitioner's request,
contending that Its staffing arrange-
ments are unambiguous and have been
fully set forth in Its application. While
its intention to rely somewhat upon the
news staff and news wire facilities of
Station WVOC and the participation of
the Prices, who discharge similar respon-
sibilities with respect to the AM opera-
tion, was set forth in Its application,
WVOC points out that It never indicated
that the six-man staff of Station WVOC
will also operate the proposed FM facil-
ity. A separate staff of six full-time and
one part-time employees Is, in WVOC's
opinion, sufficient to effectuate a pro-
graming proposal that is not "overly am-
bitious". In this connection, WVOC as-
serts that the major portion of the reli-
gion and religious music programs, which
comprise 30 percent of its total weekly
broadcast time (see note 4, supra) are en-
tertainment offerings, whereas the re-
maining religious programs were includ-
ed in the 5 hours of broadcast time (4.2

3 The applicant's first-year operating eeots
estimate was also Increased from 012,000 to
$18,000.
, The 'WVOO application reflects the fol-

lowing allocations of broadcast time: Non
(4.6 percent); public affairs (2.3 percent),
and all other programs, exclusive of enter-
talment and sports (4.2 percent). In ad-
dition, WVOC proposes to devote 30 percent
of t weekly air time to religion and religious
music. By an amendment filed Juno 7, 1971,
WVOO indicated Its Intention to actively
seek out and broadcast religious progrwnms
produced by established representatives of
the major faiths in the Battle Creek area,

GNoting that there is "some ambiguity" an
to whether the six full-time employees pro-
posed by WVOC to operate its I station aro
also employees of Station WVO0, the Broad-
cast Bureau supports potitioner's request, In
the absence of additional information regard-
ing the duties and rezponlbilitle3 of the
proposed staff and the extent of the propoed
station's local program originations.
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percent of the weekly schedule) allocated
to the "all other programs" category.

4. The Review Board believes that the
petitioner's allegations are insufficient to
warrant the inclusion of the requested
staff adequacy issue. Petitioner's allega-
tions are premised upon its belief that
the six full-time employees proposed to
operate the FM station are the same full-
time employees presently operating Sta-
tion WVOC. However, neither the WVOC
application as originally filed nor the
applicant's March 30, 1971, amendment
lend adequate support to petitioner's as-
sertion. The applicant's staffing-arrange-
ments are clearly set forth in its amended
application, and the -Board is not per-
suaded that they do not correctly repre-
sent WVOC's intentions. See K=RA, Inc.,
7 FCC 2d 458, 9 RR 2d 933 (1967). The
WVOC programing proposal does not ap-
pear to involve any unusual program
plans which might affect the proposed
staff's ability to implement the proposal
(compare Regal Broadcasting Corpora-
tion (WBRL-FM), FCC 68R-386, 14 RR
2d 287, released September 19, 1968);,
and petitioner's contentions in this re-
gard, which are based upon its mistaken
beliefs concerning the six full-time FA
employees and the amount of broadcast
time to be devoted by WVOC to religious
programing, are both speculative and
generalized and lack the supporting doc-
umentation required by § 1.229(c) to
justify the addition of an issue. See Mar-
tin Lake Broadcasting Company, 23 FCC
2d 721, 19 RR 2d 277 (1970) ; Fred Kays-
bier, 19 FCC 2d 636, 17 RR 2d 389 (1969) ;
and Community Broadcasters, Inc., 10
FCC 2d 48, 11 RH 2d-223 (1967).

EQUIPMENT AND TECHNICAL FACILITIES
ISSUE

5. Michigan seeks the addition of an
issue to determine whether the equip-
ment and technical facilities proposed by
VVVOC are adequate to effectuate its
program proposal. In support of its re-
quest, petitioner notes that, notwith--,
standing the March 30, 1971, revision of

6 Claiming that the annual salary cost for
a separately staffed FM station of six full-
time and one part-time employees would ex-
ceed WVOC's $18,000 budget for first-year
operating expenses, Michigan contends, in
its reply pleading, that a joint AM-FM staff
is proposed, and that WVOC has not demon-
strated the manner in which its proposed
AM-FM staff can effectuate the AT station's
programing proposal.

7 WHCN, Inc. (WHCN-FM), 25 FCC 2d 673,
19 RR 2d 1017 (1970), the case relied upon
by both the petitioner and the Broadcast
Bureau, is inapposite. Unlike the instant
situation, the five employees proposed to
implement that FM station's 119 hours of
weekly broadcast time were also required
to gather; edit and present the news pro-
grams, a major program emphasis of that
station. As previously noted, WVOC, which
will devote 6 hours a week (4.6 percent of
its weekly schedule) to news programs, in-
tends to rely upon the news staff and news
wire facilities of Station WVOC, whose as-
sistance is not challenged by petitioner.
Cf. TI County Broadcasting Company. 27
FCC 2d 1013, 21 RR 2d 380 (1971); Cosmo-
politan Enterprises, Inc, 4 FCC 2d 639, 8 RR
2d 180 (1966).

its programing proposal which reflects
128 hours of nonduplicated FM pro-
graming, WVOC neither provided for
additional program origination equip-
ment nor indicated how the studio fa-
cilities of Station WVOC could be utilized
in order to permit the simultaneous
operation of the proposed FM facility
and Station WVOC during the daytime.
Rather, notes Michigan, WVVOC merely
repeated its initial response to para-
graph 1(a), section If of FCC Form
301 that the necessary program origina-
tion equipment and studio facilities were
"on hand", thereby indicating that no
expenditures would be required for
these items! Arguing that It cannot be
assumed, in the absence of a showing by
WVOC, that the amended WVVOC pro-
posal will not result in the need for
additional programing equipment and
studio facilities, Michigan submits that
an evidentiary inquiry in this regard is
warranted. The Broadcast Bureau agrees
with the petitioner that the requested
issue should be added.

6. The serious questions raised by peti-
tioner concerning WVOC's proposed
equipment and technical facilities have
not been resolved by WVOC's opposition
pleading. WVOC makes no attempt to
set forth the program origination equip-
ment which is allegedly "on hand" and
which will be used to effectuate Its FM
proposal when Station WVOC is simul-
taneously broadcasting. Nor does the ap-
plicant explain the manner In which
the Station WVOC studio facilities can
be utilized by both operations at the
same time? Since we are unable to de-
termine, on the basis of the pleadings
before us, whether WVOC has the neces-
sary program origination equipment and
adequate studio facilities to effectuate its
programing proposal, the Review Board
will specify an appropriate issue under
which these serious questions can be
resolved. See Kittyhawk Broadcasting
Corp., 8 FCC 2d 839, 844-45, 10 RR 2d
628, 636 (1967).

ENGINEERING ISSUE

7. On larch 2, 1971, WVVOC amended
the engineering portion of its application
(sections V-B and V-G) to reflect that
the existing radio tower, upon which the
FI antenna of the proposed station will
be sidemounted, will be increased in
height from 180 feet to 240 feet.u° Michi-
gan contends that the proposed FM tower
structure will reradiate the signal of

' By comparison, MLchigan points out that
while It will utilize tho facfltle of Its un-
limited-time AL facility in Battle Creek.
Station V1BCE, it has allocated over $14.000
for additional program origination equip-
ment and remodeling costs to effectuate its
unduplicated program format.

0 In fact, WVOC dom not addrem- It.elf to
this matter In Its opposition pleading.

"The tower, formerly utilized by Station
WVOO In its directional operation, Is located
adjacent to the Station WVOC transmitter-
studio building, from which structure the
applicant's FMT operation will also be directed.
A 240-foot tower represent an electrical
height of 0.23 wavelength at Station VcK's
authorized frequency.

Station WBCK and possibly distort the
daytime and nighttime directional radia-
tion patterns of that station, whose
transmitter s located only 0.7 mile from
the WVOC transmnttei siteY The addi-
tion of an Issue to permit the exploration
of this possible reradiatlon problem at-
the hearing is requested by petitioner.
Alleging that reradiation problems of
this nature are most readily resolved by
empirical methods pursuant to well es-
tablished engineering procedures, the
Broadcast Bureau opposes petitioner's
request and argues that the matter can
be alleviated by appropriately condition-
ing a grant of the W'VOC application.1 5

8. The Review Board will deny the re-
quested Issue. Michigan's allegations do
not comport with the specificity require-
ments of § 1=229(c). Rather than submit
an engineering analysis indicating the
probable magnitude of the distortions in
Station WBCK's directional radiation
patterns, Michigan has chosen to rely
solely upon Its engineer's belief that there
is a "good possibility" that distortion will
result. Michigan has not alleged that it
would be impractical or Impossible for
WVOC to correct any distortions which
might occur In the Station WBCK direc-
tional radiation patterns by detuning the
proposed FM antenna structure. In view
of the foregoing circumstances, addition
of the requested issue is not warranted.
CL Pettit Broadcasting Co, FCC 71R-
252, 22 RR 2d 717, released August 18,
1971; Babcom, Inc., 13 FCC 2d 268, 13
RR 2d 435 (1965). However, the erection
of the proposed FM antenna structure at
the Station WVOC transmitter site and
in close proximity to the transmitter site
of Station WBCK does warrant the pro-
vlcion of a means to deot eand cope with
any reradlation and interaction of the
signals of these standard broadcast direc-
tional operations. In light of the above
and the applicant's apparent failure to
comply with the provisions of § 73.316
(1) 23 the Review Board will, on its own
motion, require that WVOC, as a condi-
tion to a grant of Its application, make
appropriate tests prior and subsequent
to construction In order to insure that
said construction will not adversely affect
the operation of the directional antenna
Systems of standard broadcast Stations
WVOC and WBCN. See § 73.316(1);
and Babcom. Inc., supra.

nAn attached allldaIf. of Station WBCK's
consulting engineer supports the petitioner's
contention-.

uVWVOC doe3 not oppoce the Imposition of
such a condition, and submits that, If neces-
cary, It will utilize the considerable detuning
equipment a.sertcdly on hand at Station
VVOC to reme-dy any reradlatlon of the Sta-
tlon wBCK signal.
"In pertinent part, 573.316(i) requires

that "[WIben the propsedFil broadcast an-
tenna 1s to be mounted on a. tower in the
vicinity of a standard broadc-at directional
array and It appears that the operation of
the diretlonal antenna syste may be af-
fected, an engineering study must be filed
with the FU broadcazt application concern-
Ing the effect of the F1 broadcast, antenna
on the directional pattern". The required
engineering study does not accompany the
wVOC application.
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FnANCIL ISSUE
9. In its amended application, WVOC

indicates that it will require funds total-
Ing $38,511.80 in order to construct and
operate the proposed station for one year,
and that it has available $30,810.00 from.
a bank loan and a deferred credit ar-
rangement with its equipment supplier,
$11,116.39 in exitng capital and $4,-
379.22 in certified accounts receivable for
a total of $46,305.61. Petitioner argues,
however, that WVOC has inflated its
available funds and understated its cost
estimates. Specifically, Michigan con-
tends that WVOC has failed to deduct
current liabilities of $7,310 from its avail-
able assets; that WVOC's allocation of
$1,000 for preoperation legal expenses is
insufficient by at least $6,000 in view of
the comparative hearing that will ensue;
and that WVOC will incur additional
costs in order to provide adequate pro-
gram origination equipment and neces-
sary studio facilities to effectuate its non-
duplication programing proposal (see
paragraph 5, supra). An inquiry concern-
Ing the WVOC financial proposal is re-
quested by petitioner.

10. In determining the amount of
available funds, upon which an applicant
can rely to finance its proposed station,
the Commission looks to the applicant's
net liquid asset position, rather than
merely to its current assets.1 See Edward
G. Atsinger 11, 29 FCC 2d 443, 21 RR 2d
1039 (1971); and Albert L. Crain, 26 FCC
2d 571 (1970). Offsetting WVOC's current
assets of existing capital and certified ac-
counts receivable by its current liabili-
ties ($15,485.61 less $7,310), the appli-
cant's net liquid assets total $8,175.61,
and when this sum is added to the ap-
plicant's other, available funds ($30,810
in loans and deferred credit), it appears
that WVOC's available funds ($38,-
985.61) exceed its estimated costs ($38,-
511.80) by $473.81. A financial issue will
not be added where, as here, an appli-
cant has shown'the availability of funds
in excess of the amount required to con-
struct and operate the proposed station
for 1 year. See Edward G. Atsinger II,
supra. While petitioner challenges the
adequacy of WVOC's cost estimates,
Michigan's allegations pertaining to the
applicant's allocation for legal expenses
lack the specificity and supporting docu-
mentation required by § 1.229(c). See
Almardon Incorporated of Florida, 16
FCC 2d 395, 15 RR 2d 600 (1969); and
Lorain Community Broadcasting Com-
pany, 5 FCC 2d 810, 8 RR 2d 1141 (1966).
Similarly, Michigan's assertions concern-

I& Paragraph 4(b) of section II, FCC Form
301, requires an applicant to submit a finan-
cial statement "showing all liabilities and
containing current and liquid assets suffi-
cient in amount to meet current liabilities
* * 0 and, in addition, to indicate flnan6laa
ability". Also see column M1, paragraph 1(c)
of section 31 which requires a listing of net
existing capital. In addition, the Board notes
the lack of a showing that the applicant's
current liabilities can be discounted by re-
liance on the cash flow of Station WVOC. See
Eastern Broadcasting Corporation, 30 FCC 2d
745, 22 R 2d 472 (1971), review dismissed 32
FCC 2d 187 (1971).

Ing additional expenditures by the appli-
cant for program origination equipment
and studio facilities are premised upon
a need which is to be determined at the
hearing (see paragraph S, supra), and
thus do not adequately support the addi-
tion of the requested financial issue at
this time. Moreover, the petitioner has
not shown that these assumed construc-
tion expenses as well as the engineering
expenses incident to the conditions speci-
fied by the Board (see paragraph 8,
supra) would so impair WVOC's surplus
funds and its allocation for miscellaneous
construction expenses ($500.00) as to
warrant the addition of a financial issue.
See Jay Sadow (WRIP), 27 FCC 2d 248,
20 RR 2d 1171 (1971); Home Service.
Broadcasting Corporation, 21 FCC 2d
168, 18 RR 2d 63 (1970); and Cherokee
Broadcasting Co., 8 FCC 2d 138, 142, 9
RR 2d 1277,1282 (1967).

11. Accordingly, it is ordered, That the
petition to enlarge issues, filed July 19,
1971, by Michigan Broadcasting Co., is
granted to the extent indicated below,
and is denied in all other respects; and

12. It is further ordered, That the is-
sues in this proceeding are enlarged by
the addition of the following issue: ,

To determine whether WVOC, Inc.,
possesses adequate program origination
equipment and technical facilities to ef-
fectuate its proposed operation and, if
not, the effect thereof upon the appli-
cant's technical qualifications; and

13. It is further ordered, That the bur-
dens of proceeding and proof under the
issue added herein shall be on WVOC,
Inc.; and

14. It is further ordered, That, on the
Board's own motion, in the event of a
grant of the application of WVOC, Inc.
(BPH-7005), for a construction permit,
such grant shall be subject to the follow-
ing conditions:

Before program tests are authorized,
permittee shall file with the Commission
sufficient field intensity measurements
made on standard broadcast Station
WBCK to satisfactorily demonstrate
that the Station WBCK daytime and
nighttime directional radiation patterns
have not changed as a result of permit-
tee's construction. The minimum re-
quired measurements, made prior and
subsequent to said construction, shall in-
dude at least ten (10) consecutive points
for each of the radials included in the
last complete Station WBCK proofs of
performance on file with the Commis-
sion. Permittee shall assume responsi-
bility for all costs involved in complying
with this condition.

During construction, Station WVOC
shall determine the operating power by
the indirect method and shall maintain
the directional antenna system as closely
as possible to values appearing in the
license. Upon completion of construc-
tion, the common point resistance shall
be remeasured and the results submitted
with FCC Form 302 in Station WVOC's
request to determine the operating power
by the direct method. In addition, a
skeleton proof shall be submitted, con-
sisting of at least five (5) field intensity
measurements on each radial measured

In connection with the last complete Sta-
tion WVVOC proof of performance filed
with the Commlsion to prove that the
directional pattern of Station WVOC has
not been changed. Data submitted shall
include a tabulation of all pertinent
meter indications and the measured
fields at the monitoring locations and
a sketch of the complete installation
showing pertinent dimensions.

Adopted: December 16, 1971.
Released: December 17,1971.

FnDrrL COMUIXCATIONS
Corras7ISIou,

[SEAL] BEra F. WAPLC,
Secretary.

[FIR Doc.71-18676 Filed 12-21-71;8:47 am]

FEDERAL ARITIME COi ISSOI
PACIFIC FAR EAST LINE, INC. AND

DELTA LINE, INC.

Notice of Agroomont Filed
Notice is hereby given that the follow-

Ing agreement has been filed with the
Commission for approval pursuant to
section 15 of the Shipping Act, 1916, as
amended (39 Stat. 733, 75 Stat. 763, 40
U.S.C. 814).

Interested parties may inspect and ob-
tain a copy of the agreement at the
Washington office of the Federal Marl-
time Conmisslon, 1405 I Street NW.,
Room 1015; or may inspect the agree-
ment at the field offices located at Now
York, N.Y., New Orleans, La,, and San
Francisco, Calif. Comments on ouch
agreements, Including requests for hear-
ing, may be submitted to the Secretary,
Federal Maritime Commission, Wahing-
ton, D.C. 20573, within 20 days after pub-
lication of this notice in the FnrDRAL
REsTER. Any person desiring a hearing
on the proposed a!s.eement shall provide
a clear and concise statement of the
matters upon which they desire to adduce
evidence. An allegation of discrimination
or unfairness shall be accompanied by
a statement describing the discrmlna.a-
tion or unfairness with particularity. If
a violation of the Act or detriment to the
commerce of the United State is alced,
the statement shall set forth with par-
ticularity the acts and circumstancos
said to constitute such vlolation or detri-
ment to commerce.

A copy of any such statement rhould
also be forwarded to the larty filing the
agreement (as indicated hereinafter) and
the statement should indicate that tli,
has been done.

Notice of agreement filed by:
Mr. Edward L. Formoso, fleglonl Mannftor,

Southeastern Territory, Pacflo FVar EiPsi
Line, Inc., 918 16th Street NW., W.nhing-
ton, DO 20006
Agreement No. 9855, between Pacific

Far East Line, Inc. and Delta Line, Inc.,
s a memorandum of understanding
whereby Delta Line, Inc., If requested to
do so, will perform normal vessel hlu.1-
banding functions for the SS Mariposa
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when she calls at Rio de Janeiro, Brazil,
and Salvador (Bahia), Brazil in connec-
tion with an around-the-world cruise
scheduled to depart from San Francisco,
Calif., March 9, 1972.

Dated: December 17, 1971.

By order of the Federal Maritime
Commission.

'FRANcIs C. HaNuY,
Secretaryj.

[I Doc.71-18712 Piled 12-21-71;8:50 am]

TRANS-PACIFIC FREIGHT
CONFERENCE OF JAPAN

Notice of Agreement Filed

Notice is hereby given that the follow-
ing agreement has-been filed with the
Commission for approval pursuant to
section 15 of the Shipping Act, 1916, as
amended (39 Stat. 733, 75 Stat. 763,
46 U.S.C. 814).

Interested parties may inspect and
obtain a copy of the agreement at the
Washington office of the Federal Mari-
time Commission, 1405 I Street NW.,
Room 1015; or may inspect the agree-
ment at the ield Offices located at New
York, N.Y, New Orleans, La., and San
Francisco, Calif. Comments on such
agreements, including requests for hear-
ing, may be submitted to the Secretary,
Federal Maritime Commission, Wash-
ington, D.C., 20573, within 20 days after
publication of this notice in the FEDERAL
RaEGisTER. Any person desiring a hearing
on the proposed agreement shall provide
a clear and concise statement of the mat-
ters upon which they desire to adduce
evidence. An allegation of discrimination
or unfairness shall be accompanied by a
statement describing the discrimination
or unfairness with particularity. If a vio-
lation of the Act or detriment to the com-
merce of the United States is alleged, the
statement shall set forth with particu-
larity the acts and circumstances said to
constitute such violation or detriment to
commerce.

A copy of any such statement should
also be forwarded to the party filing the
agreement (as indicated hereinafter) and
the statement should indicate that this
has been done.

Notice of agreement filed by:
Wr. James E. Mazure, Chairman, Trans-

Pacific Freight Conference of Japan, Sec-
ond Mloor, Sumitomo Selmei Yaesu Build-.
ing 3, Yaesu 4-Chome, Chuo-Ku, Tokyo
104 Japan.

Agreement No. 150-54 modifies the
Trans-Pacific Freight Conference of
Japan's basic agreement by expanding
its geographic scope to include "inland
points in the United States of America
via such ports" in California, Oregon,
and Washington.

Dated: December 17, 1971.

By order of the Federal laritime
Commission.

FRANCIS C. HUmRgY,
Secretary.

[F: Doc.71-18713 Filed 12-21-71;8:50 am]

CERTIFICATES OF FINANCIAL
RESPONSIBILITY (OIL POLLUTION)

Notice of Certificates Issued
Notice is hereby given that the follow-

ing vessel owners and/or operators have
established evidence of financial respon-
sibility, with respect to the vessels indi-
cated, as required by section 11(p) (1)
of the Federal Water Pollution Control
Act, as amended, and, accordingly, have
been issued Federal Maritime Comnmis-
sion Certificates of Financial Responsi-
bility (Oil Pollution) pursuant to Part
542 of Title 46 CFR.

Certifi-
cate No. Owner/Operator and Vessels

01145..._ Dt Bergenako Dampsklb=el*.ab:
Royal Viking Star.

01230_... Suibs A/S Ol1tank:
Belmar.

01240.... Jensens Rederl-L (Shipormer
Marlow Wangen, Arendal,
Norway):

Curro.
01982-.- AB Svenska Ostaslatinka Nompan-

let:
Fujisu.

02147-.. Mathiason's Tanker Industries,
Inc.:Sohlo Resolute.

02199.--- Atlantic Richfleld Co.:
Arco Prudhoo Bay.

02475.... Houston Barge Line, Inc.:
EIDO 52.

02492--- Interstate Oil Transport Co.:
Ocean 255.

02980.-- Rederi A/S Mimer and A/S Nor-
fart:

Anlara.
02982... The Shipping Corp. of India:

S/O Madhya Pradesh.
S/O West Bengal.
Vlshva Nayar.

03292.-- Marithmecor, S.A.:
Nordland.

03424-. Fuji Eisen K.H.:
Santiago Meru.
Tatsutasan Maru.
No. 2 Mitsui Mornu

03524... Towa Eisen N.H.:
Toju Maru.

03611..- Villain & Fasslo e Compagnia In-
terna-zonalo di Genova Socl-
eta Riunite dL Navlgaziono
S.P.A.:

Atlantlca Genova.
03918.... Mobil Shipping & Transportation

Co.:
Mobil Progres.

03926.... Haruml Senpaku Habushlkl Nat-
sha:

Namo Aru.
Nelson Maru.

04043.... The Ralph M. Paron Co. of
Africa:

Argo.
04196.. Otto Candles, Inc.:

OC-250.
OC-251.

04398.. Hapag-Lloyd Aktienge-ellshaft:
Rhein Express.

M..41 Todd Shipyards Corp.:
Vessels held for purpo=c3 of con-

-tructon, ccrapplng, or nle.
0440--- China Merchants Steam Naviga-

tion Co, Ltd.:
Hal Lo.

04512-.. Soiju Gyogyo NE..:
Selshu Maru No. 21.

04939.... Panocean Ship Management Ltd.:
Post Ranger.

05097....- Esso Transport Co, Inc.:
Esso Dallas.
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05185.- Storm Drilling Co.:
Typhoon.
Starradrill L
Stormdrfll IL
Stormdrlll IEL
Stormdrll IV.
Stormdrill VI.

05523... Julio Znkzuk
Haine Cay.
Don Alejo.
Don Jullo.

05735.. Soltad Rederl AIS:
Soldrott.

06320.. Shlnnmaka Kalun abushiki Hal-
Gha:

Enterpri:s
0302-.. Tho City of Now York Department

of Marine and Aviation:
Pvt. J ph Merrell.
Cornellua G. Holly.
Verrazzano.
Gold Star Mother.
Mary Mura.
M z NeW York.
John '. Hennedy.
American Legion.
Gov. Herbert H. Lehma

00377. Els Navigation Corp.:
Anartaala F_

00393.. Canadian National Steamship Co.
Ltd.:

Prince George.
0M407.. Lato Shipping Co. S., Panama:

Iato.
00415... Luls Compania Naviera S.A.:

Luiu.
0G421. Beacono Navigation S.A.:

Beacons.
00424. The Pelee Shipping Co., Ltd.:

Pelce I ander.
00425-..- Manland SbippLng Co.:

Tripoli.
00429-2... Ta Obeng Marine CO., Ltd.:

ML/V. Pu Chino.
00430..... Antlllaanzoe VrachtvaqAt Maat-

C-chappli N.V.:
Nediloyd Niger.

0G443._ Erjac Ocean Linea Ltd.:
NordfesL

00451.. Cltlca Service O11 Co.:
Citles Service No. 1.

00453-.._ EmInI Limit Inc.:
MiniTLimit.

0054.-. Blmini Leo Inc.:
Mii L,_v

08455..... EIn Labor Inc.:
Mi11ni labor.

OG450.. E Loa Inc.:
Min, Loaf.

00457-.. BImInt 14Ld Inc.:f Mini Lid.
00458--. ElmInt Lantern lao.:

IInt Lantern.
00459... Todd Ltd. Corp.:

Todd.
081.... Inter _.entcmpet Obo Queen:

Obo Queen.
034G3... Plyin Shipping Co., Ltd.:

Plym.
004 8... JadranLa LInljnka Plovldba

Rijeka:
Dalsenoija.
latra.

00471.. Southern Atlantic Navigation
Corp. Ltd.:

Yvonne.
Loretta.

004172.. Talhelyo EXLen, Halha, L.d.:
Cbiaki Mahr.

06177.. Redexlet Pta Vesta I/S:
Pla Ve-ta.

0040.... N.V. Zeellchter "Thames I':
John V.
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certufl-
cate No. Owner/Operator and Vessels

06482.-- Alpha Transport Corp.:
Atalanti.

06483.- Strathpark Shipping Co.:
Glenpark.

By the Commission.
FRANCIS C. HlmvXY_

Secretary.
[FR Doc.71-18714 Filed 12-21-71;8:51 am]

OCEANO CRUISE LINE, S.A., ET AL.

Notice of Issuance of Performance
Certificate

$ecurity for the protection of the pub-
lic; indemnification of passengers for
nonperformance of transportation.

Notice is hereby given that the follow-
ing have been issued a Certificate of
Financial Responsibility for Indemnifi-
cation of Passengers for Nonperform-
ance of Transportation pursuant to, the
provisions of section 3, Public Law 89-777
(80 Stat. 1357, 1358) and Federal Mari-
time Commission General Order 20, as
amended (46 CFR Part 540):
Ocebano Cruise Line, S.A. and Caribe Cruise

Line, Inc. (Caribe Cruise Lines), Post Oak
National Bank Building, Suite '728, 2200
South Post Oak, Houston, TZ 77027.
Dated: December 17, 1971.

FRANCIS C. HumiRY,
Secretary.

[FR Doc.71-18715 Filed 12-21-71;8:51 am]

FEDERAL POWER COMMISSION
[Dockets Nos. RP72-73, nP71-7]

ALABAMA-TENNESSEE NATURAL
GAS CO.

Notice of Proposed Change in Tariff
Provisions

DECEMBER 15, 1971.
Take notice that on November 17, 1971,

Alabama-Tennessee Natural Gas Co.
filed in Docket No. RP72-73 a proposed
change in its FPC Gas Tariff. The com-
pany's letter of transmittal appears
below.

Any person desiring to be heard or to-
protest said application should file a
petition to intervene or protest with the
Federal Power Commission, 441 G Street
NW., Washington, DC 20426, in accord-,
ance with §§ 1.8 and 1.10 of the Commis-
sion's rules of practice and procedure (18
CFR 1.8, 1.10). All such petitions or pro-
tests should be filed on or before Decem-
ber 20, 1971. Protests will be considered
by the Commission in determining the
appropriate action to be taken, but will
not serve to make protestants parties to
the proceeding. Any person wishing to
become a party must file a petition to
Intervene. The company's application is
on file with the Commission and ayailable
for public inspection.

KEN ETH F. PLUMB,
Secretary.

[FR Doc.71-18686 Filed 12-21-71;8:47 am]

1 Filed as part of the original document.

[Docket No. CP72-1571

DELHI GAS PIPELINE CORP.

Notice of Application
DECEMBER 16, 1971.

,Take notice that on December 9, 1971,
Delhi Gas Pipeline Corp. (applicant),
Fidelity Union Tower Building, Dallas,
Tex. 75201, led in Docket No. CP72-157
an application pursuant to section 7(c)
of the Natural Gas Act for a certificate of
Public convenience and necessity author-
izing the sale for resale and delivery of
natural gas in interstate commerce to
United Gas Pipe Line Co. (United) in
Van Zandt County, Tex.. all as more fully
set forth in the application which is on
file with the Commission and open to
public inspection.

Applicant states that it has com-
menced the sale of natural gas to United
within the contemplation of § 2.68 of the
Commission's General Policy and Inter-
pretations (18 CFR 2.68) and that itpro-
pretations (18 CFR 2.68) and that It pro-
poses to continue said sale until June 1,
1973, within the contemplation of § 2.70
of the Commission's General Policy and
Interpretations (18 CFR 2.70) at the rate
of 35 cents per million B.t.u. The average
daily quantity of gas to be delivered is
13,000 Mcf.

It appears reasonable and consistent
witti the public interest in this case to
prescribe a period shorter than 15 days
for the filing of protests and petitions to
intervene. Therefore, any person desir-
ing to be heard or to make any protest
with reference to said application should
on or before January 7, 1972, file with
the Federal Power Commission, Wash-
ington, D.C. 20426, a petition to intervene
or a protest in accordance with the re-
quirements of the Commission's rules of
practice and procedure (18 CtFR 1.8 or
1.10). All protests med with the Commis-
sion will be considered by it in determin-
ing the appropriate action to be-taken
but will not serve to make the protestants
parties to the proceeding. Any person
wishing to become a party to a proceed-
ing or to participate as a party in any
hearing therein must file a petition to
intervene in accordance with the Com-
mission's rules.

Take further notice that, pursuant to
the authority contained in and subject to
the jurisdiction conferred upon the Fed-
eral Power Commission by sections 7 and
15 of the Natural Gas Act and the Com-
mission's rules of practice and procedure,
a hearing will be held without further
notice before the Commission on this
application if no petition to intervene is
filed within the time required herein, if
the Commission on its own review of the
matter finds that a grant of the certifi-
cate is required by the public conven-
ience and necessity. If a petition for leave
to intervene is timely filed, or if the
Commission on its own motion believes
that a formal hearing is required, further
notice of such hearing will be duly given.

Under the procedure herein provided
for, unless otherwise advised, it will be

unnecessary for applicant to appear or
be represented at the hearing.

KniuEnm F. PL~UMB
Secretary.

[FR Doc.71-18687 Piled 12-21-710:48 aml

[Project 2237]

GEORGIA POWER CO.

Notice of Application for Change in
Land Rights

Dncmamn 16, 1071.
Public notice Is hereby given that ap-

plication for approval of the conveyance
of project property to Fulton County,
Ga., for use only as a public park and
recreation area, has been fled under the
Federal Power Act (16 U.S.C. 791a-825r)
by Georgia Power Co. (correspondence to
Mr. I. S. Mitchell, m, vice president and
secretary, Georgia Power Co., Poct Office
Box 4545, Atlanta, GA 30302) in Project
No. 2237, located in Fulton and Cobb
Counties, in Georgia. The project land to
be conveyed is in Fulton County, Ga.

The application seeks Commission ap-
proval of a proposed conveyance of all
of the project lands, including the proj-
ect reservoir, below contour elevation
868 feet (plant datum), which corre-
sponds to 855.61 feet (ISL), excluding
all lands south of a line located 800 feet
north of and parallel to the Morgan Falls
Dam. The proposed conveyance would
be to Fulton County for use only as a
public park and recreation area. The pro-
posed park's facilities, which would be
located along the west bank of the
Chattahoochee River, would include: one
casting pool area, six picnic areas, one
marina area, three overlooks, one con-
cession area, and nature areas. The east
bank of the river would be maintained
as nature areas. The licensce plans to
retain the right to use all of the conveyed
lands for Project No. 2237 purpozes. The
normal operating reservoir level of Proj-
ect No. 2237 is 866 feet (plant datum).

Any person desiring to be heard or
to make any protest with reference to
said application should on or before Jan-
uary 24, 1972, Me with the Federal
Power Commission, in accordance with
the requirements of the Commivsion's
rules of practice and procedure (18 CFR
1.8 or 1.10). All protests filed with the
Commission will be considered by It in
determining the appropriate action to
be taken but will not serve to make the
protestants parties to the procceding
Persons wishing to become parties to a
proceeding or to participate as a Party in
any hearing therein must file petitions to
intervene in accordance with the Com-
mission's rules. The application is on
file with the Commikion and available
for public inspection.

KE2ErH F. PLUMB,
S[c rtary.

[FR Doc.71-18691 Filed 10-21-71;8:48 amn]
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[Dockets .os. CP72-146, CP72-147]

MICHIGAN CONSOLIDATED GAS CO.
ET AL. ,

Notice of Applications
DECEMER 16, 1971.

On November 29, 1971, Michigan Con-
solidated Gas Co. (Consolidated) and
Northern Indiana Public Service Co.
(Northern Indiana), fled in Docket No.
CP72-146, a joint application pursuant
to section 1 (c) of the Natural Gas Act
and § 152.5 of the Commission's regula-
tions thereunder (18 CFR 152.5) for con-
tinuance of their respective exemptions
from the provisions of said Act, all as
more fully set forth in the joint applica-
tion, and Michigan Wisconsin Pipe Line
Co. (Michigan Wisconsin) filed in Docket
No. CP72-147 an application pursuant to
section 7(c) of the Natural Gas Act for
a certificate of public convenience and
necessity authorizing transportation of
natural gas, construction and operation
of related facilities, and exchange of
natural gas, all as more fully set forth
in the application. Both applications are
on fie with the Commission and open to
public inspection.

Consolidated and Northern Indiana
-have entered into a gas storage agree-
ment which provides that Northern
Indiana will cause to be delivered to
Michigan Wisconsin for the account of
Northern Indiana, a total of 5 million
Mcf of natural gas at a daily rate of
25,000 Mcf for transportation and de-
livery to Consolidated for storage during
the period March 1 through October 31
in each of the years 1972 and 1973 (the
summer periods), and Consolidated will
redeliver to Michigan Wisconsin for the
account of Northern Indiana an equiva-
lent volume of natural gas at such daily
rate, up to 150,000 Mcf, as Northern
Indiana may request, during the period
November 1 through January 31 in each
of the years 1972 and 1973 (the winter
periods). To implement the storage
agreement, Michigan Wisconsin and
Northern Indiana have entered into a
transportation agreement which provides
that Northern Indiana will cause Natural
Gas Pipeline Co. of America (Natural),
one of its-existing suppliers, to deliver to
Michigan Wisconsin foi the account of
Northern Indiana a total of 5 million Mcf
of natural gas at a daily rate of up to
25,000 Mcf for transportation and deliv-
ery to Consolidated for storage during
each of the summer periods, and Michi-
gan Wisconsin will redeliver to Northern
Indiana an equivalent volume of natural
gas at such daily rate, up to 150,000 M f,
as Northern Indiana may request, during
each of the winter periods. In further
implementation of the storage agree-
ment, Michigan Wisconsin has entered
into an exchange agreement.with Con-
solidated which provides that redelivery
of the gas by Consolidated to Michigan
Wisconsin during the winter periods will
be effected by a corresponding reduction
in the volume of gas Consolidated would
normally receive from Michigan Wiscon-
sin during such periods under its existing
service agreement with Michigan Wis-

consin. Northern Indiana states that the
aforesaid agreements, which are for a
limited period, constitute a temporary
arrangement to assist it in meeting
anticipated market requirements during
the winter periods of 1972-73 and
1973-74 and to provide it with the lead-
time necessary to design and install the
peak shaving facilities which will be
necessary upon termination of said
agreements.

Northern Indiana Is a public utility
engaged in the transportation, distribu-
tion, and sale of natural gas at retail
within the State of Indiana. It is exempt
from the provisions of the Natural Gas
Act pursuant to section 1(c) thereof as
determined by Commission order Issued
in Docket No. G-2536 on October 21,
1954'(13 FPC 1461). Consolidated is a
public utility engaged in the transporta-
tion, distribution, storage and sale of
natural gas at retail within the State of
Michigan. It is exempt from the provi-
sions of the Natural Gas Act pursuant
to section 1(c) thereof as determined by
Commission order issued in Docket No.
G-6507 on February 3, 1955 (14 FPC
535). The rates, services, and facilities
of these Joint applicants are subject to
State regulatory jurisdiction.

Consolidated and Northern Indiana
state that the gas delivered to Consoli-
dated by Michigan Wisconsin pursuant
to the transportation agreement will be
delivered at existing delivery points lo-
cated within the State of Michigan and
that all such gas will be consumed within
said State. They state further that the
gas redelivered to Northern Indiana by
Michigan Wisconsin pursuant to said
transportation agreement will be deliv-
ered to Northern Indiana at a proposed
new delivery point in La Porte, Ind., and
that all such gas will be consumed within
said State. Michigan Wisconsin indicates
that gas received by it for redelivery to
Consolidated in Michigan will be deliv-
ered to Michigan Wisconsin by Natural
at a point of interconnection of their
facilities near Janesville, Wis., and at
other such points of interconnection.
Consolidated and Northern Indiana re-
quest that the Commision find that they
will continue to remain exempt from the
Natural Gas Act

In order to provide the transportation
service for Northern Indiana, Michigan
Wisconsin proposes to install a total of
6,000 horsepower of compression at Its
St. John Compressor Station in Indiana
and its Hamilton Compressor Station in
Michigan, and a new meter station in
La Porte, Ind. Total cost of the proposed
facilities is estimated by applicant to be
$1,456,000, which it proposes to finance
by bank borrowings under lines of credit,
together with retained earnings and other
funds internally generated.

Any person desiring to be heard or to
make any protest with referepce to said
applications should on or before Janu-
ary 3, 1972, file with the Federal Power
Commission, Washington, D.C. 20426, a
petition to intervene or a protest in ac-
cordance with the requirements of the
Commission's rules of practice and pro-
cedure (18 CFR 1.8 or 1.10) and the
regulations under the Natural Gas Act

(18 CFR 157.10). All protests filed with
the Commission will be considered by it
in determining the appropriate action
to be taken but vl not serve to make
the protestants parties to the proceeding.
Any person wishing to become a party to
a proceeding or to participate as a party
in any hearing therelin must file a petition
to intervene in accordance with the Com-
mission's rules.

Take further notice that, pursuant to
the authority contained In and subject to
the Jurisdiction conferred upon the Fed-
eral Power Commission by sections 7 and
15 of the Natural Gas Act and the Com-
mission's rules of practice and prozedure,
a hearing- will be held without further
notice before the Commission on the ap-
plication in Docket No. CP72-147 if no
petition to intervene is fled within the
time required herein, if the Conm ion
on Its own review of the matter finds that
a gr nt of the certificate is required by
the public convenience and necessity. If a
petition to intervene is filed within the
filed, or if the Commission on its own
motion believes that a formal hearing is
required, further notice of such hearing
will be duly given.

Under the procedure herein provided
for, unless otherwise advised, it will be
unnecessary for Michigan Wisconsin to
appear or be represented at the hearing-
in Docket No. CP72-147.

KuMET P. PLUnr,
Secretarj.

[Fn DZZ.71-1E,92 r-Iled 12-21-71;8:43 arm]

ID7C:et No. E-75231

CENTRAL TELEPHONE AND
UTILITIES CORP.

Notice of Application
Dzcmmzra 20,1971. -

Take notice that on October 22, 1971,
Central Telephone and Utilities Corp.
(applicant) filed a supplemental appli-
cation pursuant to section 204 of the
Federal Power Act seeking an order an-
thorizing the Issuance of up to $85 mil-
lion of unsecured promissory notes to
commercial banks and commercial paper
dealers.

The Commission by order Issued March
20, 1970, in the above-mentioned docket
authorized applicant to Issue unsecured
promissory notes in the aggregate prin-
cipal amount of $50 million outstanding
at any one time and conditioned upon
the final maturity of all notes to be is-
sued bein- not later than May 31, 1972.

The supplemental order now sought
by applicant requests authority to in-
crease the aggregate principal amount of
promissory notes which may be out-
standing at any one time from $50 mil-
lion to $75 million and to extend the
latest permisible maturity date to May
31, 1975, and in addition to authorize the
borrowing of up to $10 million at any
one time in the form of demand notes.

Applicant Is incorporated under the
laws of the State of Kansas with its
principal business office in L.ncoln,
Nebr. It is engaged in the electric
utility operations in the southeastern
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part of Colorado and the central and are considered in acting on the applica-
western portions of the State of Kansas. tions are set forth in section 3 (c) of the
Applicant states that it is also the parent Act (12 U.S.C. 1842(c)).
corporation of certain subsidiaries prin- The applications may be inspected at
cipally engaged in the telephone busi- the office of the Board of Governors or
ness. at the Federal Reserve Bank of Dallas.

Interest on the proposed notes to banks Any person wishing to coment on the ap-
will be at the prime rate of up to one- plications should submit his views in
fourth of 1 percent above the prime rate writing to the Secretary, Board of Gov-
from time to time in effect of such banks; ernors of the Federal Reserve System,
the interest rate on commercial paper Washington, D.C. 20551, to be received
will be the rate then in effect for corn- not later than January 17, 1972.
mercial paper of such quality and term; Board of Governors of the Federal Re-
the interest rate on demand notes will serve System, Decembbr 15, 1971.
be the rate then in effect for commercial [SEAL] \ TYNAN SMITH,
paper of like quality having maturities of [eEeLr t he ard.
from 90 to 180 days issued directly by Secretary of the Board.
an issuer rather than issued through a [FR Doc.71-18652 Filed 12-21-71;8:46 am]
dealer.

The applicant further states that the
proceeds from the issuance of the se- TEXAS COMMERCE BANCSHARES,
curities to be issued will provide funds INC.
for construction, completion, extension, Acquisition of Banks
and improvement of facilites and for
advances to and investments in sub- Texas Commerce Bancshares, Inc.,
sidiaries of applicant for similar pur- Houston, Tex., has applied in three sep-
poses. arate applications as listed below for the

Any person desiring to be heard or to Board's approval under § 3(a) (3) of the
make any protest with reference to said Bank Holding Company Act (12 U.S.C.
application should on or before Decem- 1842(a) (3)) to acquire:
ber 27, 1971, file with the Federal Power 1. 100 percent of the voting shares
Commission, Washington, D.C. 20426, (less directors' qualifying shares) of the
petitions to intervene or protests in ac- American National Bank of Beaumont,
cordance with the requirements of the Beaumont, Tex.
Commission's rules of practice and pro- 2. 37 percent or more of the voting
cedure (18 CFR 1.8 or 1.10). All protests shares of Beaumont State Bank, Beau-
filed with the Commission will be con- mont, Tex.
sidered by it in determining the appro- 3. 100 percent of the voting shares
priate action to be taken but will not (less directors' qualifying shares) of
serve to make the protestants parties to MacGregor Park National Bank of Hous-
the proceeding. Persons wishing to be- ton, Houston, Tex. The factors that are
come parties to a proceeding or to par- considered in acting on the applications
ticipate as a party in any hearing therein are set forth in § 3(c) of the Act (12
must file petitions to intervene in accord- U.S.C. 1842(c)).
ance with the Commission's rules. The The applications may be inspected at
application is on file with the Commis- the office of the Board of Governors or
sion and available for publc inspection. at the Federal Reserve Bank of Dallas.

K ENNETH F. PLUMB, Any person wishing to comment on theSecretary. applications should submit his views in
writing to the Secretary, Board of Gov-

[FR Doc.71-18821 Filed 12-21-71;10:13 am] ernors of the Federal Reserve System,
Washington, D.C. 20551, to be received

S E not later than January 17, 1972.FEDERAL RESERVE SYSTEM Board of Governors of the Federal Re-
serve System, December 15, 1971.

AMERICAN GENERAL INSURANCE CO. [SEAL] TYNAN SmaTH,

Acquisition of Banks Secretary of the Board.

American General Insurance Co., [FR Doc.71-18653 Filed 12-21-71;8:46 am]
Houston, Tex., has applied in three sep-
arate applications as listed below for the
Board's approval under § 3(a) (3) of SECUDITIES AID EviHAnJnr
the Bank Holding Company Act (12 SC IIES AND E A NGE
U.S.C. 1842(a) (3)) to acquire indirectly
(through its subsidiary Texas Commerce COMMISSION
Bancshares, Inc., Houston, Texas):

1. 100 percent of the voting shares [812-2850]
(less directors' qualifying shares) of The E. 1. DU PONT DE NEMOURS AND CO.
American National Bank of Beaumont,
Beaumont, Tex. Notice of Filing of Application

2. 37 percent or more of the voting DECEMBER 9, 1971.
shares of Beaumont State Bank, Beau-
mont, Tex. Notice is hereby given that E. I. du

3. 100 percent of the voting shares Pont de Nemours and Co., Wilmington,
(less directors' qualifying shares) of Delaware 19898 (Applicant), a Delaware
MacGregor Park National Bank of corporation, has filed an application pur-
Houston, Houston, Tex. The factors that suant to Section 17(d) of the Invest-

ment Company Act of 1940 (Act) and
Rule 17d-1 thereunder for an order tin-
der Rule 17d-1 authorizing the exercise
of certain stock options Issued by Appli-
cant, pursuant to itg Bonus Plan C, to
Mr. Ir6nde du Pont, Jr. (a vice-president
and a director of Applicant, also
president and a director of Christiana
Securities Co. (Christiana)) and Mr.
Lammot du P. Copeland (Chairman of
the Board of Directors of Applicant, also
a vice-president and a director of Chris-
tiana). The options involved had been
issued by Applicant and were outstand-
ing on August 10, 1970, when the Com-
mission amended Rule 17d-1 to expresszly
apply to stock options, as discuszed be-
low. Al interested persons are referred to
the application on file with the Commis-
sion for a full statement of the repre-
sentations therein, which are summarized
below.

Christiana, a registered closed-end,
nondiversified investment company, owns
approximately 28.5 percent of the out-
standing common sto&k of Applicant. Un-
der section 2(a) (9) of the Act, Applicant
is presumed to be controlled by Christi-
ana. Under section 2(a) (3) of the Act,
(1) Applicant and Christiana are affili-
ated persons of each other, and (2) of-
ficers, directors and employees of Appli-
cant and Christiana are affiliated persons
of their respective companies.

At the present time, M.Tr. Irln6e du
Pont, Jr. holds options to purchase 0,080
shares of Applicant's steel. at exercee
prices ranging from $96.25 to $10,25,
which were granted under Plan C in
the years 1967 through 1970, and Mr.
Lammot du P. Copeland holds options
to purchase 7,304 shares of such stoc,
at exercise prices ranging from $156.25
to $248.25, which were granted under
Plan C In the years 1962, 1963, and 1967.
The closing price of Applicant's common
stock on the New York Stock Exchange
on NoVember 30, 1971, was 1393/.

Bonus Plan C Is administered entirely
by the Bonus and Salary Committee, an
impartial committee of five members of
Applicant's Board of Directors, none of
whom is eligible for bonus awards, The
maximum number of shares for which
options may be awarded in any year to
any participant under the Plan Is 12,000
shares. Within this limitation, the
amount, if any, of individual awards un-
der Plan C Is determined by the exercise
of judgment by the Bonus and Salary
Committee, based upon the recommenda-
tion of the employee's superior. As of
February 1, 1971, Applicant had 47,305,-
469 shares of common stock outstanding.

The terms and conditions of the steel:
options granted under Plan C are fixed
by Applicant's Bonus and Salary Com-
mittee, within certain limitations, Includ-
ing the following:

1. The price per share of the steok
which is the subject of the option shall
in no case be less than the average of
the high and lo* prices of the stock on
the .New York Stock Exchange on the
date of the granting of the option or,
if no sale of the stock shall have been
made on such Exchange on that date, on
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the next preceding date on which there
was such a sale.2. A stock option shall in no case be
exercisable prior to January 2 of the year
following the date of grant or the expira-
tion of ten months after the date of
grant, whichever is later. Thereafter, an
option may be exercisable to the extent
of 50 percent of the number of shares
optioned. After the lapse of an adWtional
year, it may be exercisable to the extent
of an additional 25 percent of the shares,
and it may be exercisable as to the bal-
ance after the lapse of a second addi-
tional year.

3. Under the terms of the Plan, stock
options may be issued which are exer-
cisable for 10 years from the date the
option is granted; however, stock options
granted after December 31, 1963, in order
to qualify under section 422 of the In-
ternal Revenue Code as a qualified stock
option, have been, by their terms, exer-
cisable for not more than 5 years from
the date of grant.

Section 17(d) of the Act and Rule
17d-1 thereunder, taken together, pro-
vide, among other thing, that it shall be
unlawful for an affiliated person of a reg-
istered investment company or any affl--
iated person of such a person acting as
principal, to participate in, or effect any
transaction in connection with any joint
enterprise or arrangement in which any
such registered company, or a company
controlled by such registered company,
is a participant unless an application re-
garding such arrangement has been
granted by the Commission, and that, in
passing upon such an application, the
Commission will consider whether the
participation of such registered company
or controlled company in such arrange-
ment is consistent with the provisions,
policies, and purposes of the Act and the
extent to which such participation is on
a basis different from or less advan-
tageous than that of other participants.
Rule 17d-1 was amended on August 10,
1970 (Investment Company Act Release
No. 6154), to include any stock option or
stock purchase.plan within the definition
of "joint enterprise or other joint ar-
rangement or profit sharing plan" as
used in the rule. The amended rule, as
here'pertinent, exempts transactions in
connection with any stock option plan of
a company controlled by a registered in-
vestment company if the participants
are not affiliated persons of the invest-
ment company.

Notice is further given that any in-
terested person may, not later than De-
cember 30, 1971 at 5:30 p.m., submit to
the Commission mn writing a request for a
hearing on the matter accompanied by
a statement as to the nature of his in-
terest, the reason for such request and
the issues of fact or law proposed to be
controverted, or he may request that he
be notified if the Commission shall order
a hearing thereon. Any such communi-
cation should be addressed: Secretary,
Securities and Exchange Commission,
Washington, D.C. 20549. A copy of such
request shall be served personally or by
mail (airmail if the person being served
is located more than 500 miles from the

point of mailing) upon Applicant at the
address stated above. Proof of such serv-
ice (by affidavit or in case of an attorney
at law by certificate) shall be iled con-
temporaneously with the request. At any
time after said date, as provided by Rule
0-5 of the rules and regulations under
the Act, an order disposing of the appli-
cation herein may be issued by the Com-
mission upon the basis of the information
stated in said application, unless an order
for hearing upon said application shall
be issued upon request or upon the Com-
mission's own motion. Persons who re-
quest a hearing, or advice as to whether
a hearing is ordered, will receive notice
of further developments in this matter,
including the date of the hearing (if
ordered) and any postponements thereof.

For the Commission, by the DivIsion
of Corporate Regulation, pursuant to
delegated authority.

(sEAL] RonALD F. HumT,
Sccretary.

iFR Doc.71-18637 Flied 12-21-71;8:45 am]

[812-30551

SHELTER PARTNERSHIP OF AMERICA
AND SHELTER FINANCIAL CORP.

Notice of Filing of Applicatlon for
Exemption From All Provisions

Dscri z 9, 1971.
Notice is hereby given that Shelter

Partnership of Amercia, 1550 East 78th
Street, Minneapolis, MIT 55423, a Minne-
sota limited partnership (Partnershilp),
and Shelter Financial Corp., Its general
partner (General Partner), collectively
referred to as "Applicants" have filed an
application pursuant to section 6(c) of
the Investment Company Act of 1940
(Act) for an order exempting them from
all sections of the Act and the rules and
regulations promulgated thereunder. All
interested persons are referred to the
application on file with the CommLssion
for a statement of the representations
therein which are summarized below.

Partnership was organized on August
27,1971, and is designed to Implement the
policy stated by Congress in the Housing
and Urban Development Act of 1968 to
provide private investors a means to ac-
quire equity interests in low- and mod-
erate-income housing units. Partnership
has filed a registration statement on
Form S-11 with the Commission under
the Securities Act of 1933 covering $12
million of limited partnership interests.

Applicants state that the cash returns
available to investors in governmentally
assisted housing projects (subsidized
projects) is limited by applicable legis-
lation, and, therefore, investment in sub-
sidized projects is attractive only to the
extent the sizable net tax losses these
projects generate can be made available
for offset against an investor's income
from other sources. Tax losses resulting
primarily from mortgage loan Interest
expense and depreciation deductions are
available to investors in high tax brackets
to offset taxable income from other
sources. For this reason Partnership will

not accept a subscription for a limited
partnership interest unles the subscriber
represents that he has currently, and an-
ticipates that he will continue to have for
the foreseeable future, income, some part
of which is subject to Federal income tax
at a marginal rate of at least 40 parcent.
The limited partnership interests will be
offered in units of $1,000, and the min-
imum investment will be $12,000. Appli-
cants state that a limited partnership is
the only vehicle which provides (1) the
pasing through, without taxation, of
both the cash and the net operating
profits and losses generated by the proj-
ect; and (2) the centralization of man-
agement necesary for a publicly held in-
vestment vehicle, and which protects the
investors from the unacceptable risk of
personal liability.

Partners hp proposes to make invest-
ments in Subsidized Projects by assuming
the position of a limited partner in a
subsidiary partnership in which the spon-
zor or developer of the Subsidized Project
is the general partner. Each of the Sub-
sidized Projects in which the Partner-
ship will acquire an Interest will be con-
structed and operated in accordance with
the requirements of the Federal or State
agency administering the program pursu-
ant to which each project Is receiving as-
sistance. In the event that It is unable to
find sufficlent Subsidized Projects spon-
sored by independent developers, the
partnership may, subject to certain
limitations, Invest in Subsidized Projects
developed by Shelter Corporation of
Americas, parent of tha General Partner-

The subsidiary partnership will own
the entire equity interest In the Subsi-
dized Project and the Partnership will
always have a majority of the interests in
the subsidiary partnerAhip, typically 95
percent. Partnership's interest in the sub-
sIdlary partnership wili be tantamount to
direct ownership of the property and will
have io value other than the value of
the pioject itself nor will it generate in-
come other than from the operation of
the project.

To preserve Its limited partner status,
the Partnership must not participate in
the management of th- project. However,
the terms of the subsidiary partnership
agreement, which will govern all aspects
of management of the Subsidized Project,
will be negotiated by Partnership prior to
Its Investment. Partnership represents
that It will, among other things, reserve
the right In each case to remove the
developer or sponsor from the subsidiary
partnership it such developer or sponsor
becomes Insolvent or fils to observe ap-
plicable statutes and regulations. In addi-
tion, the subsidiary partnership will not
be permitted to sell or assign any inter-
est in the project, or withdraw or substi-
tute or add a general partner without the
consent of Partnership.

Partnership's investments will be gov-
erned by policies which may not be
changed without the vote of the holders
of at least a majority of the outstanding
partnership interests. Limited partner
investors in the Partnership will have
voting rights with respect to, among
other things, dissolution or transfer of
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assets of the Partnership and with-
drawal, substitution or addition of any
general partner.
- General Partner will keep Partner-
ship's books and records and furnish
annually reports containing audited
financial statements and information
required by the limited partners for the
preparation of their income tax returns.
General Partner will also be responsible
for the conduct of Partnership's opera-
tions including the origination, investi-
gation and management of investment.
General Partner will receive an acquisi-
tion fee with respect to each Subsidized
Project acquired by Partnership and,
commencing in 1974, an annual manage-
ment fee. General Partner will be re-
quired to repurchase from Partnership
at its cost its interest in any Subsidized
Project which is not completed within
twelve months ot the originally esti-
mated completion date. General Partner
will receive fees from the subsidiary
partnerships in which Partnership in-
vests for marketing and advisory serv-
ices rendered to the project during its
initial rent-up period and will also re-
ceive a portion of proceeds to Partnership
upon the sale or refinancing of a Sub-
sidized Project.

Applicaznts state they do not concede
Partnership is an investment company
as defined by the Act, and believe suffi-
cient cause exists for finding Partnership
not to be an investment company as
therein defined. In any event, they sub-
mit, further, that denial of the exemp-
tion under 6(c) would eliminate the only
feasible type of vehicle for attracting
private equity capital for the publicly
assisted housing market and would frus-
trate national policy. Applicants further
submit the requested exemption would
be consistent with the public interest
and the protection of investors.

Section 6(c) of the Act provides, as
herein pertinent, that the Commission,
by order upon application, may condi-
tionally or unconditionally exempt any
person from the provisions of the Act
and the rules promulgated thereunder, if
and to the extent that such exemption
is necessary or appropriate in the public
interest and consistent with the protec-
tion of investors and the purposes fairly
intended by the policy and provisions of
the Act.

Notice is hereby given that any inter-
ested person may, not later than Decem-
ber 29, 1971, at 5:30 pm., submit to the
Commission in writing a request for a
hearing on the matter accompanied by
a statement as to the nature of his in-
terest, the reason for such request and
the issues of fact or law proposed to be
6ontroverted, or he may request that he
be notified If the Commission shall order
a hearing thereon. Any such communi-
cation should be addressed: Secretary
Securities and Exchange Commission,
Washington, D.C. 20549. A copy of such
request shall be served personally or by
mail (airmail if the person being served

NOTICES

is located more than 500 miles from the
point of mailing) upon Applicants at
the address stated above. Proof of such
service (by affidavit or in case of an
attorney at law, by certificate) shall be
filed contemporaneously with the re-
quest. At any time after said date, as
provided by Rule 0-5 of the rules and
regulations promulgated under the Act,
an order disposing of the application
herein may be issued by the Commission
upon the basis of the information stated
in said application, unless an order for
hearing upon said application shall be
issued upon request or upon the Com-
mission's own motion. Persons who re-
quest a hearing or advice as to whether
a hearing is ordered, will receive notice
of further developments in this matter,
including the date of the hearing (if
ordered) and any postponements thereof.

For the Commission, by the Division
of Corporate Regulation, pursuant to
delegated authority.

[SEAL] RONALD F. HUNT,
Secretary.

[FR Doe.71-18638 Plled 12-21-71;8:45 am]

POSTAL SERVICE
MAIL RECLASSIFICATION

Notice of Public Meeting

The U.S. Postal Service will hold a
public forum on mail reclassification on
January 17, 1972, at 9:30 a.m. The meet-
ing will be held in the Departmental
Auditorium, north side of Constitution
Avenue between 12th and 14th Streets
NW., Washington, D.C.

The Postal Reorganization Act re-
quires submission of a proposed mail
classification schedule to the Postal Rate
Commission by January 20, 1973. (See 39
U.S.C. 3623, which became effective on
January 20, 1971, 36 1.R. 785). In
developing its proposals, the Postal Serv-
ice is seeking the views of business mail-
ers and the general public. Business
mailers have regular opportunities for
dialogue with the Potal Service through
the Mailers' Technical Advisory Com-
mittee, the more than 500 Postal Cus-
tomer Councils throughout the country
and the annual National Postal Forum
in Washington, D.C. The January 17
meeting is intended specifically to give
private citizens the opportunity to offer
suggestions for reclassification of postal
products.

Individuals who are unable to attend
the meeting may submit written sugges-
tions to the Director, Office of Sales, U.S.
Postal Service, Post Office Box 603,
Washington, DC 20044.

Louis A. Cox,
Solicitor.

DECEMBER 17, 1971.
[PFR Doc.71-18681 Piled 12-21-71;8:47 am]

TARIFF COMMISSION
[TEA--W-1271

SERVICE HEEL CO.

Workers' Petition for Determination of
Eligibility to Apply for Adjustment
Assistance; Notice of Investigation
Upon petition under section 301(a) (2)

of the Trade Expansion Act of 1902 filed
on behalf of the workers of the Servi c
Heel Company, Lawrence, Mass., the
U.S. Tariff Commission on December 16,
1971, instituted an investigation under
section 301(c) (2) of the said act to de-
termine whether, as a result in major
part of concessions granted under trade
agreements, articles like or directly com-
petitive with heels for women's footwear
(of the types provided for In Items 772.30
and 207.00 of the Tariff Schedules of the
United States) produced by the firm are
being imported into the United States
in such increased quantities as to cause,
or threaten to cause, the unemployment,
or underemployment of a significant
number or proportion of the workers of
such firm.

The petitioner has not requested a
public hearing. A hearing will be hold on
request of any other party showing a
proper interest in the subject matter of
the investigation, provided such request
is filed within 10 days after the notice
is published in the FEDERAL RaMSTRnn.

The petition filed in this case Is avail-
able for inspection at the Office of the
Secretary, U.S. Tariff Commilsson, 8th
and E Streets, NW., Washington, DC,
and at the New York City Office of the
Tariff Commission located in Room 437
of the Customhouse.

Issued: December 17, 1971.
By order of the Commission.
[SEAL] XENNETH R. MASON,

Secretary.
[FR Doc.71-18671 Piled 12-21-71,8:47 am]

INTERSTATE COMMERCE
COMMISSION

[Rev. S.O. No. 994: X.O.O. Order No. 20,
Amdt. No. 11i

ATCHISON, TOPEKA AND SANTA FE
RAILWAY CO.

Rerouting or Diversion of Traffic
Upon further consideration of I.C.C.

Order No. 26 (Atchison, Topeka, and
Santa Fe Railway Co.) and good cause
appearing therefor:

It is ordered, That:
I.C.C. Order No. 26 be, and It Is hereby,

amended by substituting the following
paragraph (e) for paragraph (e) thereof:

(e) Expiration date. This order shall
expire at 11:59 p.m,, June 30, 1972, unless
otherwise modifed," changed, or suo-
pended.
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It is further ordered, That this amend-
ment shall become effective at 11:59 pm.,
December 31, 1971, and that this order
shall be served upon the Association of
American Railroads, Car Service Divi-
sion, as agent of all railroads subscribing
to the car service and car hire agreement
under the terms of that agreement, and
upon the American Short Line Railroad
Association; and that it be filed with the
Director, Office of the Federal Register.

Issued at Washington, D.C., Decem-
ber 20, 1971.

INTERSTATE COMMERCE

CoMmssIoN,
[SEAl] R. D. PFAzLER,

Agent.
[FR Doe.71-18710 Filed 12-21-71;8:50 ami

[Rev. S.O. No. 994; 7C.C. Order No. 47,
- Amdt. No. 61

CHICAGO, ROCK ISLAND AND
PACIFIC RAILROAD CO.

Rerouting or Diversion of Traffic

Upon further consideration of I.C.C.
Order No. 47 (The Chicago, Rock Island
and Pacific Railroad Co.) and good cause

- appearing therefor:
it is ordered, That:
I.C.C. Order No. 47 be, and it is hereby,

amended by substituting the following
paragraph (g) for paragraph (g)
thereof:

(g) Expiration date. This order shall
expire at 11:59 pm., March 31, 1972, un-
less otheywise modified, changed, or sus-
pended.

it is further ordered, That this amend-
ment shall become effective at 11:59
p.m., December 31, 1971, and that this
order shall be served upon the Associa-
tion of American Railroads, Car Service
Division, as agent of all railroads sub-
scribing to the car service and car hire
agreement under the terms of that agree-
ment, and upon the American Short Lihe
Railroad Association; and that it be filed
with the Director, Office of the Federal
Register.

Issued at Washington, D.C., Decem-
ber 20, 1971.

INTERSTATE COMMERCE
CommmssIoN,

[SEAL] R. D_ PFAHLER,
Agent.

[FR D6.71-18707 Filed 12-21-71;8:50 am]

[Rev. S.O. No. 994; I.C.C. Order No. 63, Amdt.

No. 1]

LOUISVILLE AND NASHVILLE RAIL-
ROAD CO. AND BIRMINGHAM
SOUTHERN RAILROAD CO.
Rerouting or Diversion of Traffic

Upon further consideration of I.C.C.
Order No. 63 and good cause appearing
therefor:

It is ordered, That:

LC.C. Order No. 63 be, and it is hereby,
amended by substituting the following
paragraph (e) for paragraph (e) there-
of:

(e) Expiration date. This order shall
expire at 11:59 pam., April 30, 1972, unless
otherwise modified, changed, or sus-
pended.

It is further ordered, That this amend-
ment shall become effective at 11:59 pam.,
December 31, 1971, and that this order
shall be served upon the Association of
American Railroads, Car Service Divi-
sion, as agent of all railroads subscribing
to the car service and car hire agreement
under the terms of that agreement, and
upon the American Short Line Railroad
Association; and that it be filed with the
Director, Office of the Federal Register.

Issued at Washington, D.C., December
20,1971.

[SEAL]

INTERSTATE COMMERCE
CoM7nssion,

R. D. PrABLrt,
Agent.

[FR Doc.71-18704 Filed 12-21-71;8:49 am]

[S. 0. No. 994; OC.C. Order No. 12, Amdt.
No. 141

NEW YORK, SUSQUEHANNA AND
WESTERN RAILWAY CO.

Rerouting or Diversion of Traffic

Upon further consideration of I.C.C.
Order No. 12 (New York, Susquehanna
and Western Railroad Co.) and good
cause appearing therefor:

it is ordered, That:
I.C.C. Order No. 12 be, and It is hereby,

amended by substituting the follow-
Ing paragraph (g) for paragraph (g)
thereof:

(g) Expiration date. This order shall
expire at 11:59 p.m., March 31, 1972. un-
less otherwise modified, changed, or
suspended.

it is further ordered, That this amend-
ment shall become effective at 11:59 p.m.,
December 31, 1971, and that this order
shall be served upon the Association of
American Railroads, Car Service Divi-
sion, as agent of all railroads subscribing
to the car service and car hire agreement
under the terms of that agreement, and
upon the American Short Line Railroad
Association; and it be filed with the Di-
rector, Office of the Federal Register.

Issued at Washington, D.C., December
20, 1971.

INTERSTATE CoMIEnRcE
COMMrISSIOzN,

[SEAL] R. D. PFAimuR.
'Agent.

[FR Doc.71-18711 Filed 12-21-71;8:50 am]

[Rev. 5.0. No. 994, I.M.O. Order No. 16. Amdt.

No. 10]

PENN CENTRAL

Rerouting or Diversion of Traffic
Upon further consideration of I.C.C.

Order No. 16 (Penn Central) and good
cause appearing therefor:

It is ordered, That:

IC.C. Order No. 16 be, and it is hereby,
amended by substituting the followming
paragraph (g) for paragraph (g) there-
of:

(g) Expiration date. This order shall
expire at 11:59 p.m., June 30, 1972, un-
less otherwise modifled, changed, or
suspended.

It is further ordered, That this amend-
ment shall become effective at 11:59 pm.,
December 31, 1971, and that this order
shall be served upon the Association of
American Railroads, Car Service Divi-
sion, as agent of all railroads subscribing
to the car service and car hire agreement
under the terms of that agreement, and
upon the American Short Line Railroad
Association; and that it be filed with the
Director, Office of the Federal Register.

Issued at Washington, D.C., Decem-
ber 20,1971.

IZ;TrsTATE COME?.cE
ConnssmO,

[SEAL] R. D. PFAHLER,
Agent.

[FR Mc.71-1879 Filed 12-21-71;8:50 m1
[Rev. S.O. Nio. S94; .C. Order No. 49,

'Amdt. No. 41

PENN CENTRAL TRANSPORTATION
CO.

Rerouting or Diversion of Traffic

Upon further consideration of LC.C.
Order No. 49 (Penn Central Transiporta-
tion Co.) and good cause appearing
therefor:

it is ordered, That:
I.C.C. Order No. 49 be, and it is hereby,

amended by substituting the following
paragraph (g) for paragraph (g
thereof:

(g) Expiration date. This order shall
expire at 11:59 p.m., June 30, 1972, un-
less otherwise modified, changed, or sus-
pended.

It is further ordered, That this amend-
ment shall become effective at 11:59 p.m.,
December 31, 1971, and that this order
shall be served upon the Association of
American Railroads, Car Service Divi-
Sion, as agent of all railroads subscnb-
ing to the car service and car hire agree-
ment under the terms of that agreement,
and upon the American Short Line Rail-
road Assoclation; and that it be filed with
the Director, Office of the Federal
Register.

Issued at Washington, D.C., Decem-
ber20,1971.

[sEAL]

INTERSTATE COMMERCECOZZZISSION5
R. D. PFAHLr,

Agent.

[FR DC.7M-1870 Fi.ed 12-21-71;6:50 aml

[Ror. S.O. No. 094; I.O.O. Order No. 57,
Amdt. 11o. 6]

PENN CENTRAL TRANSPORTATION
CO.

Rerouting or Diversion of Traffic
Upon further consideration of I.C.C.

Order No. 57 (Penn Central Transpor-
tation Co., George P. Baker, Richard C.
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Bond, Jervis Langdon, Jr., and Willard
Wirtz, trustees), and godd cause appear-
ing therefor:,

It is ordered, That:
I.C.C. Order No. 57 be, and it is hereby,

amended by substituting the following
paragraph (g) for paragraph" (g)
thereof:

(g) Expiration date. This order shall
expire at 11:59 p.m., March 31, 1972,
unless otherwise modified, changed, or
suspended.

It is further ordered, That this amend-
ment shall become effective at 11:59
p.m., December 31, 1971, and that this
order shall be served upon the Associa-
tion of American Railroads, Car Service
Division, as agent of all railroads sub-
scribing to the car service and car hire
agreement under the terms of that
agreement, and upon the American
Short Line Railroad Association; and
that it be filed with the Director, Office
of the Federal Register.

Issued at Washington, D.C., Decem-
ber 20, 1971.

INTERSTATE COLMERCE
COLIiISSION,

[SEAL] R. D. PFAILER,
Agent.

[FR Doc.71-18708 Filed 12-21-71;8:50 am]

[Rev. S.O. No. 994; I.C.C. Order No. 61,
Amdt. No. 3]

SUSQUEHANNA AND WESTERN
RAILROAD CO.

Rerouting or Diversion of Traffic
Upon further consideration of I.C.C.

Order No. 61 (New York, Susquehanna
and Western Railroad Co.) and good
cause appearing therefor:

It is ordered, That:
I.C.C. Order No. 61 be, and it is hereby,

amended by substituting the following
paragraph (g) for paragraph (g)
thereof:

(g) Expiration date. This order shall
expire at 11:59 pam., March 31, 1972, un-
less otherwise modified, changed, or
suspended.

It is further ordered, That this amend-
ment shall become effective at 11:59
p.m., December 31, 1971, and that this
order shall be served upon the Associa-
tion of American Railroads, Car Service
Division, as agent of all railroads sub-
scribing to the car service and car hire
agreement under the terms of that
agreement, and upon the American
Short Line Railroad Association; and
that it be filed with the Director, Office
of the Federal Register.

Issued at Washington, D.C., Decem-
ber 20, 1971.

INTERSTATE COMMERCE
Connssl oN,

[SEAL] R. D. PFAHLER,
Agent.

[FR Doc.71-18705 Filed 12-21-71;8:49 am]

[Notice 341

MOTOR CARRIER ALTERNATE ROUTE
DEVIATION NOTICES

DECEMBER 17, 1971.
The following letter-notices of pro-

posals to operate over deviation routes
for operating convenience only have
been filed with the. Interstate Commerce
Commission under the Commission's Re-
vised Deviation Rules-Motor Carriers of
Passengers, 1969 (49 CFR 1042.2(c) (9))
and notice thereof to all interested per-
sons is hereby given as provided in such
rules (49 CFR 1042.2(c) (9)).

Protests against the use of any pro-
posed deviation route herein described
may be filed with the Interstate Com-
merce Commission in the manner and
form provided in such rules (49 CFR
1042.2(c) (9)) at any time, but will not
operate to stay commencement of the
proposed operations unless filed within
30 days from the date of publication.

Successively filed letter-notices of the
same carrier under the Commission's
Revised Deviation Rules-Motor Carriers
of Property, 1969, will be numbered con-
secutively for convenience in identifica-
tion and protests, if any, should refer
to such letter-notices by number.

MOTOR CARRIERS OF PASSENGERS
No. MGC-1515 (Deviation No. 600),

GREYHOUND LINES, INC., 1400 West
Third Street, Cleveland, OH 44113, fied
December 9, 1971. Carrier proposes to
operate as a common carrier, by motor
vehicle, of passengers and their baggage,
and express and newspapers in the same
vehicle with passengers, over a deviation
route as follows: From junction U.S.
Highway 60 and the Blue Grass Parkway
over the Blue Grass Parkway to junction
U.S. Highway 127, thence over U.S. High-
way 127 to Harrodsburg, Ky., and return
over the same route, for operating con-
venience only. The notice indicates that
the carrier is presently authorized to
transport passengers and the same prop-
erty, over pertinent service routes as fol-
lows: (1) from Lexington, Ky., over U.S.
Highway 68 to Harrodsburg, Ky., (2)
from Lawrenceburg, Ky., over Kentucky
Highway 44 to junction Kentucky High-
way 53, thence over Kentucky Highway
53 to Shelbyville, Ky., (3) from Cincin-
nati, Ohio, over U.S. Highway 25 to Lex-
ington, Ky., thence over U.S. Highway
27 to Chattanooga, Ky., (4) from Hunt-
ington, W. Va., over U.S. Highway 60 to
Louisville, Ky., and (5) from Lawrence-
burg, Ky., over U.S. Highway 127 (for-
merly Kentucky Highway 35) via
Harrodsburg to Danville, Ky., thence
over U.S. Highway 159 via Stanford to
Mount Vernon, Ky., and return over the
same routes.

No. MC-30608 (Deviation No. 2),
SOUTHERN KANSAS GREYHOUND
LINES, INC., 124 North Cheyenne Ave-
nue, Tulsa, OK 74103, filed December 6,
1971. Carrier proposes to operate as a
common carrier, by motor vehicle, of
passengers and their baggage, and ex-
press and newspapers in the same vehicle

with passengers, over a deviation route as
follows: Between Tulsa, Olka., and
junction U.S. Highway 75 and Oklahoma
Highway 20, over U.S. Highway 75, for
operating convenience only: The notice
indicates that the carrier Is presently au-
thorized to transport passengers and the
same property, over a pertinent service
route as follows: From Tulsa, Ofla., over
Oklahoma Highway 11 to junction Olla-
homa Highway 20, thence over Ollahorna
Highway 20 to junction U.S. Hghway 75,
and return over the same route.

By the Commission.
[SEAL] Ro3ERT L. OSWALD,

Secretary.
[Fn Doc.71-18697 Filed 12-21--71;8:48 an]

[Notice 401

MOTOR CARRIER ALTERNATE ROUTE
DEVIATION NOTICES

DEcrrairn 11, 1971.
The following letter-notices of pro-

posals to operate over deviation routez
for operating convenience only have been
filed with the Interstate Commerce Com-
mission under the Commission's Revised
Deviation Rules--Motor Carriers of
Property, 1969 (49 CFR 1042.4(d) (11)
and notice thereof to all Interested per-
sons Is hereby given as provided in such
rules (49 CFR 1042.4(d)(11)).

Protests against the use of any pro-
posed deviation route herein described
may be filed with the Interstate Com-
merce Commission in the manner and
form provided in such rules (49 0FR
1042.4(d) (12)) at any time, but will not
operate to stay commencement of the
proposed operations unless filed within
30 days from the date of publication,

Successively filed letter-notices of the
same carrier under the CommLssion's
Revised Deviation Rules--Motor Carri-
ers of Property, 1969, will be numbered
consecutively for convenience In Identi-
fication and protests, If any,,ehould refer
to such letter-notices by number.

MOTOR CARnRmRS or Pnorrnnr
No. MC 41432 (Deviation No. 14),

EAST TEXAS MOTOR FREIGHT
LINES, INC., 2355 Stemmons Freeway,
Post Office Box 10125, Dallas, TX 75207,
filed December 14, 1971. Carrier proposes
to operate as a common carrier, by motor
vehicle, of general commodities, with
certain exceptions, over a deviation route
as follows: From St. Louis, Mo., over In-
terstate Highway 44 to Oklahoma City,
Okla., thence over U.S. Highway 66 to
Barstow, Calif., thence over Interstate
Highway 15 to San Bernardino, Calif,,
thence over Interstate Highway 10 to Los
Angeles, Calif., and return over the same
route, for operating convenience only.
The notice indicates that the carrier Is
presently authorized to transport the
same commodities, over a pertinent serv-
'ice route as follows: From St. Louis, Mo.,
over U.S. Highway 67 to Judsonia, Ark.,
thence over U.S. Highway 67 and 67C to
Higginson, Ark., thence over U.S. High-
way 67 to Little Rock, Ark., thence over
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U.S. Highway 70 to Benton, Ark., thence
over US Highway 67 to Texarkana, Ark.,
thence over U.S. Highway 59 to Marshall,
Tex., thence over US. Highway 80 to Las
Cruces, N. Mex., thence over U.S. High-
way 70 to Los Angeles, Calif., and return
over the same route.

By the Commission.

f SEAL] ROBERT L. OSWALD,
Secretary.

[FlDoco.71-18698 Filed 12-21-71;8:48 am]

[Notice 100]

MOTOR CARRIER APPLICATIONS AND
CERTAIN OTHER PROCEEDINGS

DECemBER 17, 1971.
The following publications are gov-

erned by the new Special Rule 1.247 of
the Commission's rules of practice, pub-
lished in the Fmxax RoisTEs, issue of
December 3,1963, which became effective
aanuary 1, 1964.

The publications hereinafter set forth
reflect the scope of the applications as
filed by applicant, and may include de-
scriptions, restrictions, Dr limitations
which are not in a form acceptable to
the Commission. Authority which ulti-
mately may be granted as a result of the
applications here noticed will not neces-
sariy reflect the phraseology set forth
In the application as filed, but also will
eliminate any restrictions which are not
acceptable to the Commission.

MOTOR CARRIERS OF PROPERTY

No. MC 3468 (Sub-No. 16,1) (Republi-
cation), fled May 13, 1971, published
in the FEDERAL RsisEaR issue of June 4,
1971, and republished this issue. Appli-
-cant: F. J. BOUTELL DRIVEAWAY CO.,
INC., 705 South Dort Highway, Flint,
MI 48501. Applicant's representative:
Harry C. Ames, Jr., Suite 705, 666 11th
Street NW., Washington, DC 20001. A
supplemental order of the Commission,
Operating Rights Board, dated Novem-
ber 22, 1971, and served December 13,
1971, finds; that the present and future

- public convenience and necessity require
operation by applicant, in interstate or
foreign commerce, as a common carrier
by motor vehicle, over irregular routes,
of automobiles, trucks, and buses as de-
scribed in Descriptions in Motor Carriers
Certificates, 61 M.C.C. 209 and 766, in
initial movements, in truckaway service;
(1) from the plantsites of the General
Motor Corp. at Linden, N.J., and Wil-
mington, Del., to Detroit, Flint, and
Pontiac, Mich.; and (2) from the plant-
sites of the General Motors Corp. at
Linden, N.J., and Wilmington, Del., to
points in Illinois, Indiana, Michigan,
Ohio, and Wisconsin, restricted in (2)
above to the transportation of traffic
moving through Detroit, Flint, or Pon-
tiac, Mich.: Because it is possible that
other parties, who have relied upon the
notice of the application as published,
may have an interest in and would be
prejudiced by the lack of proper notice
of the authority described in the findings
in this order, a notice of the authority
actually granted will be published in the

FEDERAL REGISTER and issuance of a cer-
tificate in this proceeding will be with-
held for a period of 30 days from the
date of such publication, during which
period any proper party in interest may
file an appropriate petition for leave to
intervene in this proceeding setting forth
in detail the precise manner in which it
has been so prejudiced.

No. MC 113362 (Sub-No. 200) (Repub-
lication), filed January 4, 1971, pub-
lished in the FEDERAL REGISTER issue
of February 4, 1971, and republished
this Issue. Applicant: ELISWORTH
FREIGHT UINES, INC., 310 Fast Broad-
way, Eagle Grove, IA 50503. Appllcant's
representative: James Ellsworth. 4500
North State Line, Texarkana, AR 75501.
A report and order, Review Board No. 3,
decided November 30, 1971, and served
December 13, 1971, finds; that the pres-
ent and future public convenience and
necessity require operation by applicant,
in interstate or foreln commerce, as a
common carrier by motor vehicle, over
irregular 'routes, of canned goods and
dog food, from the facilities of Allen
Canning Co., Inc., at Gentry and at and
near Siloam Springs, Ark., and at Kan-
sas and Proctor, Okla., to the District
of Columbia and points in Connecticut,
Delaware, Massachusetts, Maryland,
Maine, New Hampshire, New Jersey, New
York, Rhode Island, and Vermont, re-
stricted to the transportation of ship-
ments originating at the above-named
origins and destined to points in the
above-named destinations. Because It Is
possible that other persons, who have
relied upon the notice of the applica-
tion as published may have an interest
in and would be prejudiced by the lack
of proper notice of the authority de-
scribed in the findings of this report, a
notice of the authority actually granted
will be published in the FEDEAL REGISTRa
and issuance of a certificate in this pro-
ceeding will be withheld for a period of
30 days from the date of such publica-
tion, during which period any proper
party in interest may file a petition to
reopen or for other appropriate relief
setting forth in detail the precise man-
ner in which it has been so prejudiced.

No. MC 124669 (Sub-No. 28) (Repub-
lication), filed December 21, 1970, pub-
lished in the FEDERAL REGISTR issue of
February 19, 1971, and republished this
issue. Applicant: TRANSPORT, INC.,
OF SOUTH DAKOTA, 1012 West 41st
Street, Sioux Falls, SD 57105. Appli-
cant's representative: Ronald B. Pltsen-
barger, Post Office Box 396, Moorhead,
MN 56560. An order of the Commis-
sion, Division 1, acting as an Appellate
Division, decided November 11, 1971,
served November 29, 1971, finds that by
report and order of July 28, 1971, in the
above-entitled proceeding, the Commis-
sion, Review Board No. 2: (a) concluded
that imposition of a tacking restriction
in the proceeding was unwarranted; and
(b) granted authority to applicant as
requested in the application: That the
application as published in the PInAmL
REGISTER of February 19, 1971, stated
that the requested authority could not be

tacked with applicant's existing author-
Ity: That the FEDRAL REGIS= notice
of February 19, 1971, in this matter was
incorrect in that the authority as granted
in this proceeding can in fact be tacked
with applicant's existng authority, so
as to permit a through service by appli-
cant, from, to, or between points not in-
eluded in the application. Because it is
po-ible that other parties, who may
have relied upon the notice of the appli-
cation as published, may have an inter-
e3t in and would be prejudiced by the
lack of proper notice of the authority
dezcrlbed in the findings in this order, a
notice of the authority actually granted
will be published in the FEDERAL REGisE
and issuance of a certificate in this pro-
ceeding will be withheld for a period of
30 days from the date of such publioa-
tion, during which period any proper
party in interest may file an appropriate
petition for leave to intervene in this
proceeding setting forth in detail the
precise manner in which it has been so
prejudiced.

NorcE orF I=LG or P=o:;s
No. MC 60368 (Notice of Filing of Peti-

tion To Correct Certificate MC 60363,
Application MC 60374 and Applications
MC 89031 and MC 60368), filed Novem-
ber 18, 1971. Petitioner: RUFFALO
TRUCKING SERVICE, INC., Post Office
Box 148, Newark, NY. Petitioner's rep-
resentative: Martin Martino, 1025 Con-
necticut Avenue NW., Washington, DC
20036. By petition filed November 18,
1971, petitioner states that by virtue of
Rule 202 of the general rules of practice
of the Interstate Commerce Commis-
sion, it seeks to correct its certificate No.
MC 60868 In applications MC 60874, MC
89031, and MC 60368. Petitioner states
Its present certificate reads as follows:
"General commodities, except those of
unusual value, and except dangerous ex-
plosives, household goods as defined in
Practices of Motor Common Carriers of
Household Goods, 17 1.C.C. 467, com-
modities In bulk, commodities requiring
Specil equipment, and those injurious or
contaminating to other lading, over
Irreular routes, from New York, N.Y.,
and points and places in New Jersey
within 30 miles of Jersey City, N.J., to
Newark N.Y., and points and places
within 35 miles of Newark. Canned goods
and kraut in containers, over irregular
routes, from Newark, N.Y. and points
and places within 75 miles of Nevwark
to P-asac, Hackenssac, Hoboken, Eliza-
beth. Jersey City, Newark, Paterson,
Perth Amboy, and New Brunswick, N.J.,
and New York, N.Y. From Newark, N.Y.,
to Ecston, Wiliamsport, Milton, Sun-
bury, Harrisburg, Lancaster, Coatesvlle,
and Philadelphia, Pa. Return, with no
transportation for compensation except
as otherwise authorized to the above-
speclfied origin polnt .

,"Animal and Poultryj feed and shell
and grit, over irregular routes, from New-
field, N.J., to points in Steuben, Che-
mung, Tioga, Broome, Delaware, Ot.sego,
Chenango, Cortland, Tompkin, Schuyler,
Erie, Wyoming. Idvingston, Yates, On-
tario, Seneca, Cayuga, Herkimer, Onei-
da, Madison, Onond ga, Wayne, Monroe,
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Genesee, Orleans, Niagara, Oswego, Jef-
ferson, and Lewis Counties, N.Y.; canned
vegetables and fruit: From Waterloo,
N.Y. to points in Nassau and Westches-
ter Counties, N.Y.; sauerkraut, in con-
tainers, from Seneca Castle, N.Y., to
points in Nassau and Westchester Coun-
ties, N.Y.; canned vegetables, from New-
ark, N.Y., to points in Westchester Coun-
ty, N.Y. Irregular routes: General com-
modities (except those of unusual value,
classes A and B explosives, livestock,
commodities in bulk, and household
goods as defined by the Commission,
between points in Madison, Oneida, and
Onondaga Counties, N.Y." Petitioner fur-
ther states that a review of the tran-
script of proceedings in Docket No. MC
89031 supports the conclusion that the
body of the report and recommended
order of the Hearing Examiner was in-
tended to and should have read as fol-
lows: "from Newark, N.Y., and points
and places within 75 miles of Newark,
N.Y., to Easton, Williamsport, Milton,
Sunbury, Harrisburg, Lancaster, Coates-
ville, and Philadelphia, Pa." Petitioner
further states that the various hearings,
consolidations and testimony adduced
in these proceedings shortly after the
Motor Carrier Act became effective pre-
sent a picture of confusion, and at this
late date for reexamination of the facts.
By the instant petition, Petitioner re-
quests its Certificate MC 60868 be cor-
rected to read as follows; "Public con-
venience and necessity found to require
operation by applicant as a common car-
rier by motor vehicle, in interstate or
foreign commerce of canned goods and
kraut in containers, from Newark, N.Y.,
and points within 75 miles thereof, to
Easton, Williamsport, Milton, Sunbury,
Harrisburg, Lancaster, Coatesville, and
Philadelphia, Pa., with no transporta-
tion for compensation on return except
as otherwise authorized." Any interested
persons desiring to participate may file
an original and six copies of his written
representations, views, or argument in
support of or against the petition within
30 days from the date of this publication
in the FEDERAL REGISTER.

No. MC 129229 and MC 129229 (Sub-
No. 1) (Notice of Filing of Petition To
Add Name of Shipper), filed November
22, 1971. Petitioner: P & N TRUCKING
CO., INC., 4010 Dellane, North Bergen,
NJ 07047. Petitioner's representative:
George A. Olsen, 69 Tonnele Avenue, Jer-
sey- City, NJ 07306. Petitioner holds au-
thority in No. MC 129229, as follows: Ir-
regular routes: (1) Trichlorethylene and
perchlorethylene, liquid in bulk; (a)
from piers in New York Harbor, N.Y., as
defined by the Commission, to points in
Connecticut, Massachusetts, Rhode
Island, New Jersey, New York, Pennsyl-
vania, Delaware, and Maryland; (b)
from Philadelphia, Pa., piers to points in
Pennsylvania; and (c) from Baltimore,
Md., piers to points in Maryland. (2)
Chemicals (except in bulk), aluminum
sheets, steel sheets, rods, coils, and ingots;
(a) from piers in New York Harbor, N.Y.,
as defined by the Commission, to points
in Connecticut, New Jersey, New York,
Pennsylvania, Delaware, Maryland, Chic-

opee Falls, Mass., and Providence, RI.;
(b) . from Philadelphia, Pa., ,piers to
points in Pennsylvania; and (c) from
Baltimore, Md., piers to points in Mary-
land, restricted to shipments in (1) and
(2) above having prior movement by
water and further restricted to traffic
moving under a contract with Interna-
tional Selling Corp., of New York, N.Y.,
No. MC 129229 Sub 1, as follows: Lead
and zinc ingots, copper wire and sheets,
(a) from New York, N.Y., and points in
the commercial zone thereof as defined
by the Commission, to Chicopee Falls,
Mass., and Providence, R.I., and points
in Connecticut, New Jersey, New York,
Pennsylvania, Delaware, and Maryland,
with no transportation for compensation
on return except as otherwise au-
thorized; (b) from Philadelphia, Pa., to
points in Pennsylvania, with no trans-
portation for compensation on return
except as otherwise authorized; (c) from
Baltimore, Md., to points in Maryland,
with no transportation for compensa-
tion on return except as otherwise au-
thorized. Restriction: The service au-
thorized herein is subject to the follow-
ing conditions: The service authorized
herein is restricted to shipments having
a prior movement by water in foreign
commerce. The operations authorized
herein are limited to a transportation
service to be performed, under a continu-
ing contract, or contract with Interna-
tional Selling Corp. of New York, N.Y. By
the instant petition, petitioner seeks to
add the name of Rhodia, Inc., as an addi-
tional contracting shipper to both of the
above-named permits. Any interested
person desiring to participate may file an
original and six copies of his written
representations, views or argument in
support of or against the petition within
30 days from the date of publication in
the FEDERAL. REGISTER.

No. MC 133627 (Sub-No. 1) (Notice of
Filing of Petition To Substitute Con-
tracting Shipper and Add Origin Point
of Grand Junction, Colo.), filed Novem-
ber 11, 1971. Petitioner: COMMON MAR-
KET DISTRIBUTING CORPORATION,
Phoenix,. Ariz. Petitioner's representa-
tive: Donald E. Fernaays, 4114A North
20th Street, Phoenix, AZ 85016. Petitioner
holds authority in No. MC 133627 Sub-
No. 1, over irregular routes, transport-
ing: Vitrified clay pipe, cast iron man-
hole frames, covers and steps, and sewer
accessories, from Pueblo, Colo., -to points
in Arizona, with no transportation for
compensation on return except as other-
wise authorized. Restriction: The opera-
tions authorized herein are subject to the
following conditions: Carrier shall con-
duct separately its contract carrier oper-
ation and its other business activities.
Carrier shall conduct separate accounts
and records therefor. Carrier shall not
transport property as both a private and
contract carrier in the same vehicle at
the same time. The operations authorized
herein are limited to a transportation
service to be performed, under a continu-
ing contract, or contracts, with R. L. Co-
burn Co., Inc. By the instant petition,
petitioner seeks to modify its permit by
substituting T. R. Rutilla Co., Inc., as the

contracting shipper in lieu of R. L. Co-
burn Co., Inc., and that the origin point
of Grand Junction, Colo., be added. Any
interested person desiring to participate
may file an original and six copies of his
written representations, views, or argu-
ment in support of or against the peti-
tion within 30 days from the date of
publication in the FEDERAL R.GxSTER.

No. MC 19157 and No. MC 19157 (Sub-
No. 9) (Notice of Filing of Petition for
Waiver of Rule 101(e), Reopening Re-
consideration, and Modification of Cer-
tificates), filed November 30, 1071,
Petitioner: McCORMACKS HIGHWAY
TRANSPORTATION, INC., 151 Erlo
Boulevard, Schenectady, NY 12305. Peti-
tioner's representative: Anthony C.
Vance, Suite 501, 1111 E Street NW.,
Washington, DC 20004. Petitioner states
it was granted "grandfather" authority
in its lead certificate MC 19157. Petitioner
states its lead authority is irregular route,
motor common carrier authority, and
reads as follows, in relevant part: "eleo-
trical equipment, between Schenectady,
N.Y., on the one hand, and, on the other,
points in Connecticut, Illinois, Indiana,
Maryland, Massachusetts, New Jersey,
New York, Ohio, Pennsylvania, Vermont,
Virginia, and the District of Columbia".
Petitioner further states it's Sub 9 au-
thority is motor common carrier author-
ity, and reads as follows, in relevant part.:
"electrical equipment, between Schenec-
tady, N.Y., on the one hand, and, on the
other, points in Maine,, New Hamp.hire,
Rhode Island, Delaware, North Carolina,
South Carolina, Kentucky, Tennessee,
Georgia, Alabama, Florida, Louisiana,
West Virginia, Mississippi, Michigan, and
Wisconsin". Petitioner states that it was
issued "grandfather" authority which
did not fully encompass all of the com-
modities which were transported on and
before the "critical" grandfather date,
and thereafter. Moreover, the "grand-
father" and Sub 9 authority issued to
petitioner (electrical equipment) was
thought to encompass a scope of com-
modity transportation broader than that
which has recently been indicated to peti-
tioner, among other reasons.

By the instant petition, petitioner re-
quests its lead certificate be modified to
read as follows: "electrical equipment,
appliances, and parts, pipe, and commod-
ities the transportation of which because
of size or weight require the use of special
equipment, over irregular routes, between
Schenectady, N.Y., on the one hand, and,
on the other, points on Connecticut, Illi-
nois, Indiana, Maryland, Massachusetts,
New Jersey, New York, Ohio, Pennsyl-
vania, Vermont, Virginia, and the Dis-
trict of Columbia." Petitioner further
requests that its Sub 9 certiflcate be
modified to real as follows: "electrical
equipment, appliances, and parts, and
commodities the transportation of which
because of size or weight require the u1se
of special equipment, over Irregular
routes, between Schenectady, N.Y., on the
one hand, and on the other, points in
Maine, New Hampshire, Rhode Island,
Delaware, North Carolina, South Caro-
lina, Kentucky, Tennessee, Georgia, Ala-
bama, Florida, Louisiana, West Virginia,
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Mississippi, Michigan, and Wisconsin.
Petitioner further states that if it is
presently authorized to provide all of the
service performed during the "grand-
father" period or dealt in by the sup-
porter to its Sub 9 certificate, then this
petition may be dismissed; otherwise,
petitioner requests the modification
stated above. Any interested person or
persons desiring to participate and to be
heard in the matter may file an original
and six copies of his written representa-
tions, views, or- argument in support of
or against the petition within 30 days
fA:o= the date'of this publication in the
FEDERAL REGISTER.

No. MC 124373 (Sub-No. 7) (Notice of
Filing of Petition To Add Name of Ship-
per to Present Operating Authority),
filed November 24,1971. Petitioner: NEL-
MAR TRUCKING CO., a corporation,
Perth Amboy, N.J. Petitioner's repre-
sentative: George A. Olsen, 69 Tonnele
Avenue, Jersey City, NJ 07306. Petitioner
states it holds authority in its permit No.
MC 124373 (Sub-No. 7) which authorizes
operations as a motor contract carrier,
over irregular routes, in the transporta-
tion of: '[Beverages in containers, and
beverage preparations, other than malt,
and equipment, materials and supplies,
used in the manufacture and sale of bev-
erages, between points in Connecticut,
Delaware, Maine, Maryland, Mlassachu-
setts, New Hampshire, New Jersey, Ohio,
Pennsylvania, Rhode Island, Virginia,
District of Columbia, Vermont, West Vir-
ginia, North Carolina, and Kentucky, un-
der a continuing contract with Custom
Canners of Baltimore, Inc., and Yco-Hoo
Beverages Co., of Carlstadt, N.J." By the
instant petition, petitioner seeks to add
the name of Royal Crown Cola Co., as a
contracting shipper. Any interested per-
son or persons desiring to participate may
file an original and six copies of his writ-
ten representations, views or arguments,
in support of, or against the petition
within 30 days from the date of this pub-
lication in the FEDERAL REGISTER.

No. MC 107460 (Sub-No. 8 and Sub-No.
22) (Notice of Filing of Petition for Mlod-
ification of Permit), filed December 8,
1971. Applicant: WILLIAM Z. GETZ,
INC., 3055 Yellow Goss Road, Lancaster,
PA 17601. Applicant's representative:
Christian V. Graf, 407 North Front
Street, Harrisburg, PA 17101. Petitioner
holds authority in No. MC 107460 (Sub-
No. 8) the part here pertinent, to trans-
port, over irregular routes, (A) Agricul-
tural machinery and implements, and
parts and accessories for said commodi-
ties, moving in connection with ship-
ments of such commodities, from the
plantsite of the Sperry Rand Corp., New
Holland Division, at Belleville, Pa., to
points in North Carolina and South Car-
olina, with no transportation for com-
pensation on return except as otherwise
authorized. Restriction: The service au-
thorized in the paragraph immediately
above is restricted to shipments on which
stopping in transit for partial unloading
will be performed at authorized points.
(B) As to Sub 22 the pertinent restriction,
reads as follows: "Irregular routes: Agri-
cultural machinery and implements, and

NOTICES

parts and accessories. From points in
Ohio, Illinois, Indiana, to the plantsite of
Sperry Rand Corp., New Holland Divi-
sion, at Belleville, Pa., with no transpor-
tation for compensation on return except
as otherwise authorized.

Restriction: The service authorized in
the paragraph immediately above is re-
stricted to shipments on which stopping
in transit for partial unloading would
be performed at the New Holland, Pa.,
Mountville, Pa., or Intercourse, Pa,
plants of the shipper." and "Accessories,
parts and supplies and materials used in
the manufacture, repair and assembly of
agricultural machinery, implements, and
component parts (except in bulk). From
points in Ohio, Illinois, Indiana, and
Michigan to the plantsite of Sperry Rand
Corp., New Holland Division, at Belle-
ville, Pa. Restriction: The service author-
ized in the paragraph immediately above
is restricted to shipments on which stop-
ping in transit for partial unloading will
be performed at the New Holland, Pa.,
M41ountvlle, Pa., or Intercourse, Pa.,
plants of the shipper." By the instant
petition, petitioner seeks to modify the
above-named permits so as to remove tho
restrictions. Any interested person desir-
ing to participate may file an original
and six copies of his written representa-
tions, views, or argument in support of
or against the petition within 30 days
from the date of publication In the
FEDERAL REGISTER.

APPLiCATioNS For CERTIcATES on Pn-
XIs WmcH ARE To Ba PnocEssm Con-
CURSENTLy WITH APPLIcATIO,,S UrpEr
SEcTIoz 5 GovsnriD Buf SPrcIAL RuLE
240 To THE EXTErT APPLICAuLE

No. MC 11207 (Sub-No. 314), filed
November 22, 1971. Applicant: DEATON,
INC., 317 Avenue W, Post Office Box 938,
Birmingham, AL 35201. Applicant's rep-
resentative: A. Alvis Layne, 915 Penn-
sylvania Building, Washington, DC
20004. Authority sought to operate as a
common carrier, by motor vehicle, over
irregular routes, transporting: General
commodities (except those of unusual
value, classes A and B explosives, house-
hold goods as defined by the Commission,
commodities in bulk, and those requir-
ing special equipment), between Birm-
ingham, Ala., and points within 6 miles
of Birmingham, on the one hand, and, on
the other, New Orleans, La., and points
in Mississippi, restricted against the
transportation of traffic interlined or
inerchanged to, from, or with other car-
riers at Birmingham, Ala., or points
within 65 miles of Birmingham. NoTE:
This application is a matter directly re-
lated to MC-F-11305, published in the
FEDERAL REGISTER Issue of September 15,
1971, wherein applicant seeks to convert
to irregular routes the regular-route,
general commodity authority it propo:-es
to retain following consummation of MC-
F-11305. Applicant also proposes to tack
the authority sought with Its existing
specified commodity, irregular-route au-
thority wherever feasible. f a hearing
is deemed necessary, applicant requests
it be held at Birmingham, Ala.

242951

No. MC 59856 (Sub-No. 44), filed Oc-
tober 29, 1971. Applicant: SALT CREEK
FREIGHTWAYS, a corporation, 3333
West Yellowstone, Casper, WY 82601.
Appilcant's representative: Carl L.
Steiner, 39 South La Salle Street, Cni-
cago, IL C0603. Authority sought to opr-
ate as a common carrier, by motor-ve-
hicle, over regular routes, transporting:
General commodities (except commodi-
ties in bulk, household goods as defined
by the Commission, commodities which
because of size or weight require special
equipment, and articles of unusual
value), from Gillette, Wyo, over Inter-
state Highway 90 to Spearfish, S. flak,
thence over US. Highway 85 to Belle
Fourche, S. Dflk., and return over the
same routes, serving all intermediate
points on said highways, and serving
points in Crook County, Wyo., and Butte
and Lawrence Countie, S. Dak., as off-
route points. Nor: The instant appli-
cation is a matter directly related to
MC-F-11349, published in the FED.fAL
RoIxsTxn Issue of November 24, 1971.
Common control may be involved. f a
hearing is deemed necessary, applicant
requests it be held at Washington, D.C.

No. MAC 120280 (Sub-No. 2), filed De-
cember 0, 1971. Applicant: STATE MO-
TOR LINES, NC., Post Office Drawer
4187, Longview Station, Hickory, NC
28601. Applicant's representative: Ed-
ward G. Villolon, 1032 Pennsylvania
Building, Pennsylvania Avenue and 13th
Street, NW., Washington, DC 20004. Au-
thority sought to operate as a common
carrier, by motor vehicle, over irregular
routes, transporting: General commodi-
ties (except those requiring special
equipment), between points in North
Carolina east of Transylvania, Haycod,
Madison, Yancy, Mitchell, Avery, Wa-
tauga, Ashe, and Alleghany Counties, and
west of Onslov, Jones, Carteret, Pamlico,
Beaufort, Washington, Chowan, and
Gates Counties, N.C. No=: Applicant
holds a certificate of registration in No.
MC 120280 (Sub-No. 1). The purpose of
this application is to seek a certificate of
public convenience and necessity in lieu
thereof. The instant application is a
matter directly related to MC-F-11394,
published in the FzDzrA REGcs . issue
of December 15, 1971. If a hearing is
deemed necessary, applicant requests it
be held at Washin-ton, D.C., or Hickory,
N.C.

Arrmicno:;s UrID n Szcnros
5 Arm 210a(b)

The following applications ar gov-
erned by the Interstate Commerce Com-
mission's special rules governin-g notice
of filing of applications by motor car-
riers of property or passngers under
sections 5(a) and 210a(b) of the Inter-
state Commerce Act and certain other
proceedings with respect thereto (49
CFR 1,240),

MOTOR c rMRS OY PROPER=

No. MC-F-11399. Application under
section 5(1) of the Interstate Commerce
Act for approval of an agreement be-
tween common carriers for the pooling of
traffic. Applicants: SUMAS-EVERSON
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AUTO FREIGHT, INC., Everson, Wash.
(MC-69626), and O.N.C.• MOTOR
FREIGHT SYSTEM, 2800 West Bayshore
Road, Palo Alto, CA 94303 (MC-71459)
seeks to enter into an agreement for the
pooling of traffic consisting of general
commodities moving in interstate com-
merce between certain specified points
in Washington. Attorney: Jack R. Tur-
ney, Jr., 2001 Massachusetts Avenue NW.,
Washington, D.C. 20036. SUIMAS-
EVERSON AUTO FREIGHT INC., is au-
thorized to operate as a common carrier
in Washington.

No. MC-F-11400. Application under
section 5(1) of the Interstate Commerce
Act for approval of an agreement be-
tween common carriers for the pooling
of traffic. Applicants: F & M TRANSFER
CO., 8 South First Avenue, Yakima, WA
98902 (MC-76470), and O.N.C. MOTOR
FREIGHT SYSTEM, 2800 West Bay-
shore Road, Palo Alto, CA 94303 (MC-
71459), seeks to enter into an agreement
for the pooling of traffic consisting of
general commodities moving in interstate
commerce between certain specified
points in Washington. Attorney: Jack
R. Turney, Jr., 2001 Massachusetts Ave-
nue NW., Washington, DC 20036. F &
M TRANSFER CO., is authorized to op-
erate as a common carrier in Washing-
ton.

No. MC-F-11401. Authority sought for
purchase by ERICKSON TRANSPORT
CORPORATION, 2105 East Dale Street,
Springfield, MO 65804, of a portion of
the operating rights of THE MAN-
FREDI MOTOR TRANSIT COMPANY,
Route 87, Newbury, Ohio 44067, and for
acquisition by *HENRY J. ERICKSON,
JOHN H. ERICKSON, JOSEPHINE
ERICKSON, and ALF ERICKSON, all
also of Springfield, Mo., of control of
such rights through the purchase. Appli-
cants' attorney: John P. McMahon, 100
East Broad Street, Columbus, OH 43215.
Operating rights sought to be trans-
ferred: Liquid concrete admixtures, in
bulk, in tank vehicles, as a common car-
rier, over irregular routes, from Spring-
field, Mo., to points in the United States,
except points in Alaska, Arizona, Cali-
fornia, Hawaii, Idaho, Montana, Nevada,
New Mexico, Oregon, Utah, Washington,
and Wyoming. Vendee is authorized to
operate as a common carrier in all States
in the United States (except Alaska and
Hawaii). Application has been filed for
temporary authority under section 210a
(b).

No. MC-F-11402. Authority'sought for
purchase by CONTINENTAL VAN
LINES, INC., 891 Broadway, Seaside,
CA 93940, of a portion of the operating
rights and property of ELMER L. SIMS,
G. GRANT SIMS AND ELMER L. SIMS
(TRUSTEE FOR SIMS FAMILY), do-
ing business as SALT LAKE TRANSFER
CO., 35 South Fifth West, Salt Lake City,
UT 84101, and for acquisition by NOR-
MAN E. WILEY, 325 Elder Avenue, Sea-
side, CA 93950 and J. VERNON MYRES,
779 Anita Street, Chula Vista, CA 92011,
of control of such rights and property
through the purchase. Applicants' at-
torney: John Paul Fischer, 140 Mont-

gomery Street, San Francisco, CA 94104.
Operating rights sought to be trans-
ferred: Household goods, as defined by
the Commission, as a common carrier
over irregular routes, between points in
Utah, on the one hand, and, on the other,
points in Utah, and Idaho, those in Ne-
vada east of a line extending north and
south through McDermitt, Nev., includ-
ing Winemucca, Nev., and those in
Wyoming west of the Continental Di-
vide, between points in Utah, Colorado,
and Montana, between points in Utah,
Wyoming, Idaho, Montana, Arizona and
those in Nevada other than Nye, Esmer-
alda, and Mineral Counties. Vendee is
authorized to operate as a common car-
rier in Nevada, California, and Oregon.
Application has been filed for temporary
authority under section 210a(b).

No. MC-F-11403. Authority sought for
purchase by PRESTON TRUCKING
COMPANY, INC., 151 Easton Boule-
vard, Preston, MD 21655, of the operat-
ing right and property of AMERICAN
TRANSFER COMPANY, INC., 1112 Race
Street, Baltimore, MD 21230, and for ac-
quisition by A. T. BLADES, T. E.
FLETCHER, JR., A. F. SISK, JR., J.
DALLAS BLADES, all of Preston, Md.
21655, of control of such rights and
property through the purchase. Appli-
cants' attorney: William J. Little, Suite
414, The Blaustein Building, 1 North
Charles Street, Baltimore, MD 21201.
Operating rights sought to be trans-
ferred: General commodities, excepting
among others, classes A and B explo-
sives, household goods and commodities
in bulk, as a common carrier over reg-
ular routes, between Baltimore, Md., and
Washington D.C., serving no Interme-
diate points, between Baltimore, Md., and
Point Lookout, Md., serving all interme-
diate points; and off-route points in St.
Marys and Charles Counties, Md., and
those in Prince Georges County, Md., on
and south of Maryland Highway 4, be-
tween Washington, D.C., and Annapolis
and North Beach, Md., serving all inter-
mediate points, and certain off-route
points; general commodities, excepting
among others, classes A and B explo-
sives, household goods, and commodi-
ties in bulk, over irregular routes, from
Baltimore, Md., to Richmond, Va., and
points in that part of Maryland on and
east of U.S. Highway 11, except those
points on and east of U.S. Highway 1
and north of Baltimore, but not except-
ing Perryville and Perry Point, Md., be-
tween points in the Washington, D.C.,
commercial zone, as defined by the
Commission in 3 M.C.C. 243, on the one
hand, and, on the other, points in that
part of Maryland bounded on the north
by a line beginning at the Maryland-
District of Columbia boundary line, and
extending along Alternate U.S. Highway
1 to junction Maryland Highway 450,
thence along Maryland Highway 450 tq
Chesapeake Bay; on the east by C~iesa-
peake Bay; and on the west and south by
the Potomac River, including points on
the highway boundary specified. Vendee
is authorized to operate as a common
carrier in Maryland, New York, Virginia,

Delaware, Pennsylvania, New Jersey,
Massachusetts, Connecticut, Maine, New
Hampshire, Rhode Island, Vermont,
Ohio, West Virginia, North Carolina,,
and the District of Columbia. Applica-
tion has not been filed for temporary
authority under section 210a(b).

No. MC-F-11404. Authority sought for
continuance in control by SPACE CEN-
TER, INCORPORATED, 444 Lafayette
Road, St. Paul, AM 55101, of ST. PAUL
TERMINAL WAREHOUSE COMPANY,
INC., 444 Lafayette Road, St. Paul, MN
55101. Applicants' attorney: William S.
Rosen, 630 Osborn Building, St. Paul,
MN 55102. Operating rights sought to
be controlled: In pending Docket No.
MC-134429 Sub-3, covering the transpor-
tation of general commodities (except
those of unusual value, classes A and B
explosives, household goods as defined
by the Commission, commodities In bulk,
and those requiring special equipment
because of size or weight), between Cor-
dova Siding (plantsite of Minnesota
Mining & Manufacturing Co. near Cor-
dova, Ill.), Ames and Knoxville, Iowa,
Alexandria, Chemolite (Minnesota
Mining & Manufacturing Co. plant-
site at Cottage Grove), Fairmont, Hutch-
inson, Lindstrom, Mankato, New Ulm,
Minneapolis, and Pine City, Minn., and
Cumberland and Prairie Du Chien, Wi.,
restricted (1) to the transportation of
shipments both originating at and des-
tined to plantsites and storage facilities
of the Minnesota Mining & Manufac-
turing Co.; and (2) against the trans-
portation of shipments between Cumber-
land, Wis., on the one hand, and, on
the other, Chemolite (Mimesota Mining
& Manufacturing Co. plantsite at Cot-
tage Grove, Mlnn.), and points In
the Minneapolis-St. Paul, Minn., com-
mercial zone as defined by the Commis-
sion, and certificate not yet issued.
SPACE CENTER, INCORPORATED
presently controls WITTE TRANSPOR-
TATION COMPANY, P common carrier
in MC-8964. Application has not been
filed for temporary authority under sec-
tion 210a(b).

No. MC-F-11405. Authority sought for
purchase by GENSIMORE TRUCKING,
INC., Post Office Box "L", Pleasant Gap,
PA 16823, of the operating rights
of OSCAR H. BYERLY, CLYDE R.
BYERLY, and HUGH 0. BYERLY, do-
ing business as BYERLY'S SER VICE,
REGISTERED, Dalmatia, Pa, 17017, and
for acquisition by MAE GENSIMORE,
HARRY GENSIMORE, DONALD GEN-
SIMORE, all of Rural Delivery No. 1,
Box 94, Tyrone, PA 16686 and EDWARD
GENSIMORE, Post Office Box 176,
Centre Hall, Pa. 16823, of control of such
rights through the purchase. Applicant-'
attorney: Robert H. Griswold, Post Office
Box 1166, 100 Pine Street, Harrisburg,
PA 17108. Operating rights sought to be
transferred: Fertilizer, as a common car-
rier over Irregular routes, from Balti-
more, Md., to points In Pennsylvania
west of a line extending from the north-
ern end of the Maryland-Delaware State
line through Reading and Sayre, Pa., to
the Pennsylvania-New York State line;
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and wastepaper, from Baltimore, Aid., to
Biglersville, Pa. Vendee is authorized to
operate as a common carrier in Pennsyl-
vania, Connecticut, Delaware, Maryland,
Massachusetts, New Jersey, New York,
Ohio, Virginia, West Virginia, and the
District of Columbia. Application has not
been fled for temporary authority under
section 210a(b).

By the Commission.

[SEAL] ROBERT L. OSWALD, >
Secretary.

[FR Doc.71-18699 Filed 12-21-71;8:48 am]

[Notice 4141

MOTOR CARRIER TEMPORARY
AUTHORITY APPLICATIONS

DEcEMBER 16, 1971.
The following are notices of filing of

applications for temporary authority
under section 210a(a) of the Interstate
Commerce Act provided for under the
new rules of Ex Parte No. MC-67 (49
CFR Part 1131) published in the FEDERAL
REGISTER, issue of April 27, 1965, effec-
tive July 1, 1965. These rules provide that
protests to the granting of an applica-
tion must be filed with the field official
named in the FEDERAL REGISTER publica-
tion, within 15 calendar days after the
date of notice of the filing of the applica-
tion is published in the FEDERAL REGSTER.
One copy of such protests must be served
on the applicant, or its authorized rep-
resentative, if any, and the protests must
certify that sich service has been made.
The protests must be specific as to the
service which such protestant can and
will offer, and must consist of a signed
original and six copies.

A copy of the application is on file,
and can be examined at the Office of the
Secretary, Interstate Commerce Com-
mission, Washington, D.C, and also in
field office to which protests are to be
transmitted. I

MoToR CARRIERS OF PROPERTY -

-No. MC 8973 (Sub-No. 23 TA), filed
December 6, 1971. Applicant: METRO-
POI TAN TRUCKING, INC., 2424 95th
Street, North Bergen, NJ 07047. Mailing:
Post Office Box 93, Ridgefield, NJ 07657.
Applicant's representative: George A.
Olsen, 60 Tonnele Avenue, Jersey City,
NJ 07306. Authority sought to operate a§
a common carrier, by motor vehicle, over
irregular routes, transporting: (1) Plas-
tic articles, materials and supplies, used
in the manufacture of plastic articles
(except bulk in tank vehicles), from the
facilities of Colorite Plastics Co. at Ridge-
field, N.J., to points in New Jersey, New
York, Connecticut, Rhode Island, Massa-
chusetts, Vermont," New Hampshire,
Maine, Ohio, Pennsylvania, Delaware,
Maryland, Virginia, West Virginia, and
the District of Columbia; and (2) plastic
articles, materials and supplies, used in
the manufacture of plastic articles (ex-
cept bulk in tank vehicles), from the
above destination states to Ridgefleld,
N.J., for 180 days. Supporting shipper:
Colorite Plastics Co., 101 Railroad

Avenue, Ridgefleld, NJ 07657. Send pro-
tests to: District Supervisor Robert E.
Johnston, Bureau of Operations, Inter-
state Commerce Commlssion, 970 Broad
Street, Newark, NJ 07102.

No. MC 103993 (Sub-No. 680 TA), filed
December 6, 1971. Applicant: MORGAN
DRIVE AWAY, INC., 2800 West Lexing-
ton Avenue, Elkhart, IN 46514. Appli-
cant's representative: Ralph H. Miller
(same address as above). Authority
sought to operate as a common carrier,
by motor vehicle, over irregular routes,
transporting: Buildings and sections of
buildings, on undercarriages, from points
in the United States east of the Missis-
sippi River and Louisiana and Minnesota,
for 180 days. Supporting shipper: Fleet-
wood Homes of Virginia, Inc., Post Office
Box 100, Highway 40 West, R.F.D. 4,
Rocky Mount, VA 24151. Send protests
to: Acting District Supervisor John R.
Ryden, Bureau of Operations, Interstate
Commerce Commission, Room 204, 345
West -Wayne Street, Fort Wayne, IN
46802.

No. MC 112595 (Sub-No. 49 TA), fled
December 6, 1971. Applicant: FORD
BROTHERS, INC., Post Office Box 727,
510- Riverside Drive, Coal Grove 45,
Ironton, OH 45638. Applicant's repre-
sentative: Walter S. Dail (same address
as above). Authority sought to operate
as a common carrier, by motor vehicle,
over Irregular routes, transporting: Cal-
cinated coke, in bulk, In tank or hopper
type vehicles, from Gary, Ind., to Lan-
caster, Ohio, for 180 days. Supporting
shipper: The Arcair Co., Post Office Box
406, North Memorial Drive, Lancaster,
OH 43130, Attention: F. A. Moler, Jr.,
Purchasing Agent. Send protests to: H. R.
White, District Supervisor, Interstate
Commerce Commission, Bureau of Oper-
ations, 3108 Federal Office Building, 500
Quarrier Street, Charleston, WV 25301.

No. MC 114106 (Sub-No. 90 TA). filed
December 6, 1971. Applicant: MAY-
BELLE TRANSPORT COMPANY, Post
Office Box 849, 1820 South Main Street,
Lexington, NC 27292. Authority sought
to operate as a common carrier, by motor
vehicle, over irregular routes, transport-
ing: Corn products, dry, in bulk, having
a prior movement by rail (1) from At-
lanta, Ga., to points in Georgia, Alabama,
and Tennessee; and (2) from Lexington,
N.C., to points in Tennessee, for 90 days.
Supporting shippers: Anheuser-Busch,
Inc., St. Louis, Mo. 63118; CPC Interna-
tional, Inc., International Plaza, Engle-
wood Cliffs, N.J. 07632. Send protests to:
Frank H. Wait, Jr., District Supervisor,
Interstate Commerce Commission, Bu-
reau of Operations, 316 East Morehead,
Suite 417, Charlotte, NC 28202.

No. MC 115524 (Sub-No. 16 TA), filed
December 6, 1971. Applicant: BURSCH
TRUCKING, INC., 415 Rankin Road NE.,
Albuquerque, NA 87107. Authority sought
to operate as.a contract carrier, by motor
vehicle, over irregular routes, transport-
ing: Resin and wax emulsion, in shipper
owned containers, for account of Wright
Chemical Corp., from the plantslte of
Wright Chemical Corp., Malvern, Ark.,

to southwest Forest Products Plant at
Flagstaff, Ariz., for 150 days. Support-
Ing shipper: Wright Chemical Corp., Post
Office Box 237, Malvern, Ark. 72104. Send
protests to: William R. Murdch, Dis-
trict Supervisor, Interstate Commerce
Commission, Bureau of Operations, 1106
Federal Office Building, 517 Gold Avenue
SW., Albuquerque, 17. 87101.

No. MC 117565 (Sub-No. 54 TA), filed
December 6, 1971. Applicant: MOTOR
SERVICE COMPANY, INC., Post Office
Box 448, Route 3, Coshocton, OH 43812.
Applicant's representative: John R. Haf-
ner (.same address as above). Authority
sought to operate as a common carrier,
by motor vehicle, over irregular routes,
transporting: Trailers, designed to be
drawn by passenger automobiles, in-
Initial movement, from the plantsite and
storage facilities of Magnolia Homes
Manufacturing, Ohio City, Ohio, to points
in Indiana, Elinois, Michigan, Kentucky,
New York, Pennsylvania, and West Vir-
ginia, for 180 days. Supporting shipper:
Magnolia Homes Manufacturing, Post
Office Box 278, Ohio City, OH 45874. Send
protests to: Frank L. Calvary, District
Supervisor, Interstate Commerce Com-
mission, Bureau of Operations, 255 Fed-
eral Building and U.S. Courthouse, 85
Marconi Boulevard, Columbus, OH 43215.

No. MC 134050 (Sub-No. 3 TA), filed
December 6, 1971. Applicant: J. M.
FOSTER, Route 6, Box 247, Brookhaven,
MS 39601. Applicant's representative:
Donald B. Morrison, Post Office Box
22628. Jackson, MS 39205. Authority
rought to operate as a common carrier,
by motor vehicle, over irregular routes,
transporting: Pressure treated wood
products, from the plantsite of Missis-
sippl Wood Preserving Co., Brookhaven,
Mis., to points In Alabama, Arkansas,

linois, Indiana, Kentucky, Louisiana,
Missouri, Ohio, and Tennessee, for 150
days. Supporting shipper: Mississippi
Wood Preserving Co., Brookhaven, Miss.
39601. Send protests to: Alan C. Tarrant,
District Supervisor, Interstate Commerce
Commission, Bureau of Operations, Room
212, 145 East Amite Building, Jackson,
MAS 39201.

No. MC 134599 (Sub-No. 34 TA), filed
December 6, 1971. Applicant: INTEIR-
STATE CONTRACT CARRIER COR-
PORATION. Post Office Box 748, Office:
265 West 27th South 84115, Salt Lake
City, UT 84110. Applicant's representa-
tive: Richard Peterson, Post Office Box
80806, Lincoin. NE 68501. Authority
sought to operate as a contract carrier,
by motor vehicle, over Irregular routes,
transporting: Candy and confectionery
and advertising and display materials,
when moving in the same vehicle at the
same time with candy and confectionery,
under a continuing contract with Holly-
wood Brands, from Ashley and Cen-
tralla, III., to points in Wisconsin, In-
diana, Michigan, and Ohio, for 180 days.
Supporting shipper: Hollywood Brands,
Centralla, 111. 62801 (E. Harry Endroll,
Traffic Manager). Send protests to: John
T. Vaughan, District Supervisor, In-
terstate Commerce Commission, Bureau
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of Operations, '5239 Federal Building,
Salt Lake City, Utah 84111.

No. MC 134868 (Sub-No. 2 TA), Iled
December 6, 1971. Applicant: COIN DE-
VICES CORP., 68 Broad Street, Eliza-
beth, NJ 07201. Applicant's representa-
tive: Robert B. Pepper, 174 Brower Ave-
nue, Edison, NJ 08817. Authority sought
to operate as a contract carrier, by motor
vehicle, over irregular routes, transport-
ing: Coins, currency and checks under a
continuing contract with Rickel Bros.,
Inc., between Elizabeth, N.J., and Rickel
Bros. store at Monsey, N.Y., for 180 days.
Supporting shipper: Rickel Bros., Inc.,
1760-64 New Durham Road, South Plain-
field, NJ 07080. Send protests to: Dis-
trict Supervisor Robert E. Johnston, Bu-
reau of Operations, Interstate Commerce
Commission, 970 Broad Street, Newark,
NJ 07102.

No. MC 136083 (Sub-No. 2 TA), filed
December 6, 1971. Applicant: FONT
TRANSPORT CORP., 234 Southlawn
Avenue, Central Islip, NY 11722. Appli-
cant's representative: Arthur J. Piken,
Suite 1515, 1 Lefrak City Plaza, Flushing,
NY 11368. Authority sought to operate
as a common carrier, by motor vehicle,
over irregular routes, transporting:
Structural and architectural tubing,
from the facilities of American Flagpole,
Division of Kearney-National, Inc., at
East Setauket, N.Y., and the pier and
wharves in that part of the New York,
N.Y., commercial zone as defined in the
5th Supplemental Report in Commercial
Zones and Terminal Areas, 53-M.C.C.
451, within which local operations may
be conducted pursuant to the partial ex-
emption of section 203(b) (8) of the In-
terstate Commerce Act (The "exempt"
zone) on the one hand, and, on the
other, points in Arizona, California, Con-

-necticut, Delaware, Florida, Georgia, Il-
linois, Indiana, Iowa, Kansas, Kentucky,
Louisiana, Maryland, Massachusetts,
Michigan, Minnesota, Mississippi, Mis-
souri, Nebraska, New Jersey, New Mex-
ico, New York, North Carolina, Ohio,
Oklahoma, Oregon, Pennsylvania, Rhode
Xsland, South Carolina, Tennessee,
Texas, Vermont, Virginia, Washington,
West Virginia, Wisconsin, and the Dis-
trict of Columbia, for 180 days. Support-
ing shipper: American Flagpole-Division,
of Kearney-National Inc., Post Office
Box C, East Setauket, Long Island, NY
11733. Send protests to: Anthony Chiu-
sano, District Supervisor, Interstate
Commerce Commission, Bureau of Op-
erations, 26 Federal Plaza, New York,
NY 10007.

No. MC 136156 TA (Correction), fied
November 15, 1971, published FEDERAL
REGISTER December 1, 1971, corrected and
republished in part as corrected this
issue. Applicant: TODD NORTH
AMERICAN, INC., 9 Derwood Circle,
Rockville, MD 20850. Applicant's repre-
sentative: Thomas R. Kingsley, 1819 H
Street NW., Washington, DC 20006.
NOTE: The purpose of this partial re-
publication is to include Arlington
County, Va., to the territorial descrip-

NOTICES

tion, which was inadvertently omitted in
previous publication. The rest of the
application remains the same.

No. MC 136213 TA, filed December 6,
1971. Applicant: MIDCO DISTRIB-
UTING, INC., 508 South Third Street,
Goshen, IN 46526. Applicant's repre-
sentative: Alki E. Scopelitis, 815 Mer-
chants Bank Building, Indianapolis, Ind.
46204. Authority sought to operate as a
contract carrier, by motor vehicle, over
irregular routes, transporting: Materials,
equipment, supplies, parts, appliances,
and components, used in the production,
manufacture, assembly, installation and
distribution of mobile and modular
homes and recreational vehicles, (1)
from Elkhart, Breman, Kendallville,
LaGrange, and Bristol, Ind., Evanston,

li., Detroit, Royal Oak, Oxford, and
Orchard Lake, Mich., Archibald and
Cleveland, Ohio; Caldwell, Idaho; Van
Alystone, Tex., and Plains, Ga., to
Goshen, Ind.; and (2) from Goshen, Ind.,
to Van Alystone, Tex., Thomasville, Ga.,
Canastota, N.Y.; Payette, Idaho; Dryden,
Mich., and Breman and Elkhart, Ind.,
for 180 days. Supporting shipper:
Champion Home Builders Co., 5573 East
North Street, Dryden, Mich. 48428 (Jack
W. Fuller, Director of Safety and Com-
pliance). Send protests to: Acting Dis-
trict Supervisor John E. Ryden, Bureau
of Operations, Interstate Commerce
Commission, Room 204, 345 West Wayne
Street, Fort Wayne, IN 46802.

By the Commission.

[SEAL] ROBERT L. OSWALD,
Secretary.

[Fit Doc.71-18700 Filed 12-21-71:8:48 am]

[Notice 415]

MOTOR CARRIER TEMPORARY
AUTHORITY APPLICATIONS

DECEMBER 17, 1971.
The following are notices of filing of

applications for temporary authority
under section 210a(a) of the Interstate
Commerce Act provided for under the
new rules of Ex Parte No. MC-67 (49
CPR Part 1131), published in the FEDERAL
REGISTER, issue of April 27, 1965, effec-
tive July 1, 1965. These rules provide
that protests to the granting of an appli-
cation must be med with the field official
named in the FEDERAL REGISTER publica-
tion, within 15 calendar days after the
date of notice of the filing of the appli-
cation is published in the FEDERAL REGIS-
TER. One copy of such protests must be
served on the applicant, or its author-
ized representative, if any, and the pro-
tests must certify that such service has
been made. The protests must be specific
as to the service which such protestant
can and will offer, and must consist of a
signed original and six copies.

A copy of the application is on file, and
can be examined at the Office of the
Secretary, Interstate Commerce Com-
mission, Washington, D.C., and also in
field office to which protests are to be
transmitted.

MOTOR CARns or PnornnTy

No. MC 16672 (Sub-No. 17 TA), filed
December 9, 1971. Applicant: McGUIRE
LUMBER AND SUPPLY, INC., Wyllie,-
burg, Va. 23976. Applicant's representa-
tive: Francis J. Ortman, 1100 17th Street
NW., Suite 613, Washington, D.C. 20036.
Authority sought to operate as a cont-
mon carrier, by motor vehicle, over Irreg-
ular routes, transporting: Lumber (ex-
cept plywood veneer), from Red Oak, Va,,
and points within 5 miles thereof, to
points in Delaware, Maryland, Pennyl-
vania, New York, New Jersey, Connecti-
cut, Virginia, West Virginia, Ohio, North
Carolina, and the District of Columbia,
except to Pittsburgh, Pa., and pointq In
Pennsylvania, Ohio, and West Virginia
within 75 miles of Pittsburgh, Pa., for
180 days. Supporting shipper: J. C.
Morgan & Sons, Inc., Red Oak, Va. Send
protests to: Clatin V. H1armon, Dlstrict
Supervisor, Interstate Commerce Com-
mission, Bureau of Operations, 215
Cbmpbell Avenue SW., Roanoke, VA
24011.

No. MC 35072 (Sub-No. 8 TA), filed
December 8, 1971. Applicant: EDWIN L,
ELLOR & SON, INC., 29 Mountain Boule-
yard. Warren, NJ 07060. Applicant' rep-
resentative: George A. Olsen, 09 Tonnele
Avenue, Jersey City, NJ 07306. Authority
sought to operate as a contract carrier,
by motor vehicle, over irregular routes,
transporting: (1) Hydrants, casting,
valves, and machinery and (2) equip-
ment, materials, and supplies used or
useful in the manufacture, sale, and in-
stallation thereof, except commoditles In
bulk, between the plantslte of United
States Pipe & Foundry Co. Burlinwton,
N.J.,-on the one hand, and, on th0 other,
points in New Jersey, New York, Connec-
ticut, Massachusetts, Manchester, N.H.,
Rhode Island, Pennsylvania, Delaware,
Maryland, and the District of Columbia,
under a continuing contract with United
States Pipe and Foundry Co. of Burling-
ton, N.J., for 180 days. Supporting ship-
per: United States Pipe & Foundry Co.,
Burlington, N.J. 08016. Send protests to:
District Supervisor Robart S. H. Vance,
Bureau of Operations, Interstate Com-
merce CommIsslon, 970 Broad Street,
Newark, NJ 07102.

No. MC 108375 (Sub-No. 31 TA), filed
December 8, 1971. Applicant: LEROY L,
WADE & SON, INC., 1615 Izard Street,
Omaha, NE 68102. Applicant's represen-
tative: Donald L. Stern, 7100 West Center
Road, Omaha, NE 68106. Authority
sought to operate as a common carrier,
by motor vehicle, over Irregular routes,
transporting: Used automoble,, In
truckaway service, from points in Kansas.
to Omaha, Nebr., for 180 days. Support-
ing shipper: Auction Recon, Inc,, 7425
Dodge Street, Omaha, NE (Harvy
Wine). Send protests to: Carroll Ru: toll,
District Supervisor, Interstate Commerce
Commission, 711 Federal Office Building,
Omaha, Nebr. 68102.

No. MC 111170 (Sub-No. 178 TA), filed
December 7, 1971. Applicant: WHEEL-
ING PIPE LINE, INC., Post Office Box
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1718, 2811 North West Avenue, El Do-
rado, AR 71730. Authority sought to op-
erate as a common carrier, by motor ve-
hicle, over irregular routes, transporting:
Liquid formaldehyde and urea formalde-
hyde resin, in bulk, from Malvern, Ark.,
and points within B miles to points in
Louisiana, Mississippi, Missouri, Okla-
homa, Tennessee, and Texas, for 180
days. Supporting shipper: Wright Chem-
ical Corp., Post Office Box 237, Malvern,
AR 72104. Send protests to: District Sup-
ervisor William H. Land, Jr., Interstate
Commerce Commission, Bureau of Op-
erations, 2519 Federal Office Building, 700
West Capitol, Little Rock, AR 72201.

No. MC 112014 (Sub-No. 13 TA), fled
December 9; 1971. Applicant: SKAGIT
VALLEY TRUCKING CO., INC., Post
Office Box 400, 1417 McLean Road, Mt.
.Vernon, WA 98273. Applicant's repre-
sentative: Joseph 0. Earp,' 411 Lyon
Building, Seattle, WA 98101. Authority
sought to operate as a common carrier,
by motor vehicle, over irregular routes,
transporting: Bananas, from Seattle,
Wash., to ports of entry on the interna-
tional boundary line between the United
States and Canada located at or near
Blaine, or Sumas, Wash., for 180 days.
Supporting shipper: United Fruit Co., a
division of United Brands Co., 2666 26th
Avenue SW, Seattle, WA 98106. Send
protests to: E. J. Casey, District Super-
vikir, Interstate Commerce Commission,
Bureau of Operations, 6130 Arcade
Building, Seattle, Wash. 98101.

No. MC 112801 (Sub-No. 131 TA), filed
December 8, 1971. Applicant: TRANS-
PORT SERVICE CO., Post Office Box
50272, 5100 West 41st Street, Chicago, IL
60650. Applicant's representative: Albert
A. Andrin, 29 South La Salle Street,
Chicago, IL 60603. Authority sought to
operate as a common carrier, by motor
vehicle, over irregular routes, transport-
ing: Toilet preparations, in bulk, from
the plantsjte of Lehn & Fink Products
Co., at Lincoln, hi., to Selma, Ala., for
150 days. Supporting Shipper: Ambrose
A. Mee, traffic manager, Lehn & Fink
Products Co., Lincoln, Ill. Send protests
to: Robert G. Anderson, District Super-
visor, Interstate Commerce Commission,
Bureau of Operations, Everett McKinley
Dirksen Building, 219 South Dearborn
Street, Room 1086, Chicago, IL 60604.

No. MC 118056 (Sub-No. 4 TA), filed
December 9, 1911. Applicant: ANGELO
DEL SOPRDO, doing business as, DEL'S
TRANSPORTATION COMPANY, 7
Summer Street, Fairhaven, MA 02719.
Applicant's representative: Angelo Del
Sordo (same address as above). Author-
ity sought to operate as a common car-
rier, by motor vehicle, over irregular
routes, transporting: Bananas, from
Albany, N.Y., and Baltimore, Md., to
Providence, R., for 150 days. Support-
ing shipper: Yellogold Banana Co., 6-8
Harris Avenue, Produce Building, Provi-
dence, RI 02903. Send protests to: Ger-
ald H. Curry, District Supervisor, Inter-
state Commerce Commission, Bureau of
Operations, 187 Westminster Street,
Providence, RI 02903.

No. MC 123115 (Sub-No. 5 TA), filed
December 9, 1971. Applicant: BEN
PACKER, doing business as, PACKER
TRANSPORTATION CO., 465 South
Rock Boulevard, Sparks, NV 89431. Ap-
plicant's representative: Royal A.
Stewart, 160 North Arlington, Reno, NV
89505. Authority sought to operate as a
common carrier, by motor vehicle, over
irregular routes, transporting: Lumber
and boards or shcets flat, ltardboard ahd
particle board, consisting of sawdust or
ground wood with added resin binder, not
to exceed 10 percent by weight (com-
pressed) and plywood, from Klamath
Falls and Bly, Oreg., to points in Cali-
fornia, for 180 days. Supporting chipper:
Weyerhauser Co., Tacoma, Wash. 9401.
Send protests to: District Supervisor
Win. E. Murphy, Interstate Commerce
Commission, Bureau of Operations, 450
Golden Gate Avenue, San Francisco,
CA 94102.

No. MC 124111 (Sub-No. 34 TA), flied
December 9, 1971. OHIO EASTERN
December 9, 1971. Applicant: OHIO
EASTERN EXPRESS, INC., Post ofice
Box 2297, 302 West Perkins Avenue, San-
dusky, OH 44870. Applicant's representa-
tive: Harvey A. Rosenzwelg, 100 East
Broad Street, Columbus, OH 43215. Au-
thority sought to operate as a common
carrier, by motor vehicle, over Irregular
routes, transporting: Bananas and ag-
ricultural commodities exempt from eco-
nomic regulation under section 203(b) (6)
of the Act when transported in mixed
loads with bananas, from Albany, N.Y.,
and its commercial zone, to points in
New York, Pennsylvania, Ohio, Michl-
gan, Indiana, Illinols, West Virginia, and
Louisville, Ky., and its commercial zone,
for 180 days. Supporting shipper: Chi-
quita Brands, Inc., 1250 Broadway, New
York, NY 10001. Send protests to: Keith
D. -Warner, District Supervisor, Bureau
of Operations, Interstate Commerce
Commission, 5234 Federal Office Build-
ing, 235 Summit Street, Toledo, OH
43604.

No. IC 126461 (Sub-No. 3 TA), filed
December 9, 1971. Applicant: PACIFIC
FREIGHTWAYS, LTD., 20387-86th Ave-
nue Rural Route 4, Langley, BC, Canada.
Applicant's representative: Joseph 0.
Earp, 411 Lyon Building, Seattle, Wash.
98104. Authority sought to operate as
a common carrier, by motor vehicle, over
irregular routes, transporting: General
commodities, between the international
boundary line between the United States
and Canada, on the one hand, and, on
the other, points in Oregon and Wash-
ington, restricted to service to carriers
holding certificates or permits from the
Interstate Commerce Commission and
to freight loaded into or on such car-
riers' trailers and moving on that car-
rier's bill of lading, for 180 days. Sup-
porting shippers: Commercial Truck Co.
Ltd., 230 Brunette Street, New Westmin-
ster, BC; Coodman Motor Transport Co.,
Ltd., 5650 Kingston Road, Vancouver 8,
BC; Me i-Cans Reefer Services Ltd.,
880 Malkin Avenue, Vancouver 3, BC; HI-
Way Transport Ltd., 053 Alderzon Ave-
nue, Coquitlam, BC. Send protests to:

E. J. Ca-ey, District Supervisor, Inter-
state Commerce Commiss-ion, Bureau of
Operations, 6130 Arcade Building,
Seattle, Wahi. 93101.

No. MC 127274 (Sub-No. 36 TA), ffled
Dzecember 9, 1971. Applicant: SHER-
WOOD TRUCKING, INC. 1517 Hoyt
Avenue, Post Of1ce Box 2189, Muncie.
IN 47302. Applicant's representative:
Danald W. Smith, 900 Circle Tower
Building, Indian pols, Ind. 4620t Au-
thority zought to operate as a common
carrier, by motor vehicle, over irregular
routes, transporting: Hardwood rener,
dome3tic, and hardwood Plaood, from
Suffolk. Va., to Atlanta, Augusta, and
Savannah, Ga.; Chicago, Ill.; Fort
Wayne and Indianapolis, Ind.; Louisville,
Ky.; Baltimore, Md.; Detroit and Grand
Rapids, Mich.; Asheville, Charlotte,
Greensboro, and Raleigh, N.C.; Cincin-
nati, Cleveland, Columbus, and Toledo,
Ohio; Philadelphia and Pittsburgh, Pa.;
C'narleston and Columbia, S.C.; Chatta-
nooza, Knoxville, Memphis, and Nash-
IMe, Tern.; and Madison and Milwau-
kee, Wis., for 180 days. Supporting ship-
per: Day Companies, Post Office Box
17409, White Station Tower, Memphis,
TN 33117. Send protests to: Acting Dis-
trict Supervisor John E. Ryden, Inter-
state Commerce Commission, Bureau of
Operations, Room 204, 345 West Wayne
Strut, Fort Wayne, IN 46802.

No. MAC 127844 (Sub-No. 18 TA), fled
December 9, 1971. Applicant: L. B.
BARNHILL & L S. JOHNSON, J., a
partnership, doing business as B & J
TRANSPORTATION, Post Office Box
334, Sumter, SC 29150. Applicant's rep-
resentative: I. S. Johnson. Jr. (same ad-
dress as above). Authority sought to
operate as a common carrier, by motor
vehicle, over irregular routes, transport-
ing: New furniture, from Nichols, S.C.,
to points in New Jersey, New York, and
Pennsylvania, for 180 days. Supporting
shipper: Unagusta manufacturing Corp.,
Hazelwood, N.C. 28738. Send protests to:
E. E. Strotheld, District Supervisor, In-
terstate Commerce Commission, Bureau
of Operations, 300 Columbia Building,
1200 Mfaln Street, Columbia, SC 29201.

No. MC 129352 (Sub-No. 9 TA), filed
December 9, 1971. Applicant: CREAGER
TRUCKING CO, INC, 2201 Sixth Ave-
nue South, Seattle, WA 98134. Appli-
cant's representative: Joseph 0. Earp,
411 Lyon Building, Seattle, Wash. 93104.
Authority sought to operate as a contract
carrier, by motor vehicle, over irregular
routes, transporting: Lumber, from Wa-
pato, Wash., to points In Califonia, for
180 days. Supporting shipper: North-
west Hardwoods, Inc., American Bank
Building, Portland, Oreg. 97205. Send
protests to: E. J. Casey, District Super-
visor, Interstate Commerce Commison,
Bureau of Operations, 6130 Arcade Build-
in- Seattle, Wash. 93101.

No. MC 133724 (Sub-No. 2 TA), flied
December 8, 1971. Applicant: JEAN D.
MARKS, doing business as JEAN
MARKS, Post Office Box 76, Goshen, OR
97401. Applcants representative: Jean

FEDERAL REGISTER, VOL 36, NO. 246-VWEDNESDAY, DECEMBER 22, 1971

2955



24256

D. Marks (same address as above). Au-
thority sought to operate as a common
carrier, by motor vehicle, over irregular
routes, transporting: Shakes and shin-
gles, from points in Tillamook County,
Oreg., to points in California, for 180
days. Supporting shipper: Hodgdon
Shake & Shingle, 385 Hodgdon Road, Til-
lamook, OR 97141. Send protests to,
A. E. Odoms, District Supervisor, Inter-
state Commerce Commission, Bureau of
Operations, 450 Multnomah Building,
Portland, OR 97204.

No. MC 134073 (Sub-No. 13 TA), filed
December 9, 1971. Applicant: GENOVA
TRANSPORT, INC., 484 Clayton Road,
Williamstown, NJ 08094. Applicant's rep-
resentative: George A. Olsen, 69 Tonnele
Avenue, Jersey City, NJ 07306. Author-
ity sought to operate as a contract carrier,
by motor vehicle, over irregular routes,
transporting: Frozen foods, from Phila-
delphia, Pa., to points in New Jersey, New
York, Connecticut, Massachusetts, and
Rhode Island, under contract with Mirs.
Paul's Kitchens, Inc., for 150 days. Sup-
porting shipper: Mrs. Paul's Kitchens,
Inc., 5830 Henry Avenue, Philadelphia,
PA 19128. Send protests to: Richard M.
Regan, District Supervisor, Interstate
Commerce Commission, Bureau of Op-
erations, 428 East State Street, Room
204, Trenton, NJ 08608.

No. MC 135608 (Sub-No. 1 TA), filed
December 9, 1971. Applicant: INMAN
TRANSPORT, INC., Post Office Box 666,
Inman, SC 29349. Applicant's representa-
tive: Edward G. Villalon, 1023 Pennsyl-
vania Building, Pennsylvania Avenue and
13th Street NW., Washington, DC 20004.
Authority sought to operate as a contract
carrier, by motor vehicle, over irregular
routes, transporting: (1) Canned goods,
foodstuffs and beverage drinks, in cans
and glass bottles, from Augusta, Ga., and
Inman, S.C., to points in Alabama, Flor-
ida, Georgia, Indiana, Kentucky, Mary-
land, Mississippi, North Carolina, Ohio,
South Carolina, Tennessee, Virginia, and
West Virginia; (2) canned goods and
foodstuffs, from the plantsites and ware- -

houses of RJR Foods, Inc., located at
Baltimore, Md.; Cambridge, Md.; and
Harvey, La.; and from RJR Foods, Inc.'s
Copacker's plant located at Humboldt,
Tenn., to Inman, S.C.; (3) empty
cans and can lids (including return of
empty pallets), from Auburndale, Tampa,
Miami, Winter Garden, Bartow, and
Orlando, Fla.; Atlanta, Ga.; Indianapo-
lis, Ind.; Baltimore, Md.; Greensboro,
N.C.; Cincinnati, Ohio; Spartanburg,
S.C.; Philadelphia, Pa.; and North Ber-
gen, N.J.; to Augusta, Ga., and Inman,
S.C.; (4) labels and fruit juice concen-
trate, from the plantsite of RJR Foods,
Inc., located at Baltimore, Md., to Inman,
S.C.; (5) empty beverage glass bottles,
in fiberboard containers (including re-
turn of empty pallets), from Montgom-
ery, Ala.; Jacksonville, Lakeland, and
Tampa, Fla.; Atlanta, Ga.; Asheville,
Charlotte, Greensbbro, and Henderson,
N.C.; Columbia, Greenville, Laurens, and
Spartanburg, S.C.; Chattanooga, Tenn.;
and Fairmont and Huntington, W. Va.,
to Augusta, Ga., and Inman, S.C.; (6)
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caps, covers, or tops, for glass bottles, in
fiberboard containers, from Glassboro,
N.J.; Columbia and Spartanburg, S.C.;
Baltimore, Md.; and Atlanta, Ga.; to Au-
gusta, Ga., and Inman, S.C.; and (7)
ftberboard boxes, from Atlanta, Ga.;
Charlotte, N.C.; Laurens and Newberry,
S.C.; to Augusta, Ga.; and Inman, S.C.;
for 180 days. Supporting shippers: Lon-
don Dry, Ltd., Augusta, Ga.; RJR Foods,
Inc., New York, N.Y. Send protests to:
E. E. Strotheid, District Supervisor, In-
terstate Commerce Commission, Bureau
of Operations, 300 Columbia Building,
.1200 Main Street, Columbia, SC.

No. MC 135759 (Sub-No. 2 TA), filed
December 8, 1971. Applicant: K & C
TRANSPORTATION, INC., Ninth Floor,
Loyalty Building, Portland, OR 97204.
Applicant's representative: Carol A.
Hewitt (same address as above). Author-
ity sought to operate as a contract car-
rier, by motor vehicle, over irregular
routes, transporting: (1) Books, periodi-
cals, and library carts, between Black-
wood, N.J., on the one hand, and, on the
other, points in Kings, Nassau, New York,
Bronx, Queens, Richmond, Rockland,
and Suffolk Counties, N.Y.; Luzerne,
Delaware, Philadelphia, and Lehigh
Counties, Pa.; Suffolk, and Middlesex
Counties, Mass.; Burlington, Mercer,
Middlesex, Somerset, Hudson, Essex,
Passaic, Bergen, and Morris Counties,
N.J., Baltimore, Carroll, Anne Arundel
and Clarke Counties, Md., New Haven
County, Conn., and in the State of Dela-
ware; (2) books, periodicals, and library
carts, between Beaverton, Oreg., Denver,
Colo., Zion, I., Marion, Ohio, and Black-
wood, N.J., for 180 days. Supporting ship-
per: Richard Abel & Co., Inc., Post Office
Box 4245, Portland, OR 972Q8. Send pro-
tests to: District Supervisor W. J.
Heutig, Interstate Commerce- Commis-
sion, Bureau of Operations, 450 Multlio-
mah Building, 319 Southwest Pine
Street, Portland, OR 97204.

No. MC 136137 (Sub-No. 1 TA), filed
December 9, 1971. Applicant: JAMES D.
JOHNSON, doing business as JOHNSON
MOVING & STORAGE, No. 2 Maysville
Avenue, Mount Sterling, KY 40353. Ap-
plicant's representative: Robert H. Kin-
ker; 711 McClure Building, Frankfort, KY
40601. Authority sought to operate as a
common carrier, by motor vehicle, over
irregular routes, transporting: Used
household goods, between points in Bath,
Bracken, Breathitt, Clay, Fleming, Floyd,
Grant, Jackson, Johnson, Knott, Laurel,
Lee, Leslie, Lincoln, Magoffin, Mason,
Menifee, Morgan, Nicholas, Owen, Ows-
ley, Pendleton, Perry, Pulaski, Robert-
son, Rockcastle, Rowan, and Wolfe Coun-
ties, Ky. Restriction: Said operations are
restricted to the transportation of traffic
having a prior or subsequent movement,
in containers, beyond the points author-
ized. Said operations are restricted to the
performance of pickup and delivery serv-
ice in connection with packing, crating,
and containerization, or unpacking, un-
crating, and decontainerization of such
traffic, for 180 days. Supporting shipper:
Curtis L. Wagner, Jr., Chief, Regulatory
Law Office, Department of the Army,
Office of the Judge Advocate General,

Washington, D.C. 20310. Send proteAs
to: R. W. Schnelter, Dt5trIct Supervisor,
Interstate Commerce Commission, Bu-
reau of Operations, 222 Bakhaus Build-
ing, 1500 West Main Street, Lexington,
KY 40505.

By the Commission.

[SEAL] ROBERT L. OSWALD,
Secretary.

[FR Doc.71-18701 FlIed 12-21-71;8.,49 cm]

FOURTH SECTION APPLICATIONS FOR
RELIEF

DEcizanrR 17, 1971.
Protests to the granting of an appli-

cation must be prepared In accordance
with Rule 1100A0 of the general rules
of practice (49 CFR 1100.40) and filed
within 15 days from the date of publica-
tion of this notice In the FEDERAL
REGISTER.

LONG-AND-SIIORT HAUL

FSA No. 42320-Analine oil to East St.
Louis, Ill. Filed by M. B. Hart, Jr., agent
(No. A6289), for interested rail carriers,
Rate on analine oil in tank carloads from
Geismar, La. to East St. Louis, 7ll.

Grounds for relief-Market competi-
tion.

Tariff-Supplement 160 to Southern
Freight Association, agent, tariff ICC
S-800. Rate is published to become effec-
tive January 20, 1972.

FSA No. 42321-Gypsum wallboard to
points in Wyoming. Filed by Sout hwest-
ern Freight Bureau, agent (No. B-275),
for interested rail carriers. Rates on gyp-
sum wallboard, in carloads, from West
Memphis, Ark., to points In Wyoming, as
named in the application.

Grounds for relief-Market competi-
tion.

Tariff-Supplement 3 to Southwestern
Freight Bureau, agent, tariff ICC 4984,
Rates are published to become effective
January 17, 1972.

FSA No. 42322-Asphalt to points in
western trunkline and southwestern ter-
ritories. Filed by Southwestern Freight
Bureau, agent (No. B-271), for Interested
rail carriers. Rates on asphalt, In tank
carloads, as described in the application,
from Sheerin, Tex. to points In Arkansas,
Kansas, Louisiana, Missouri, Oklahoma,
and New Mexico.

Grounds for relief-Market competi-
tion and rate relationship.

Tariff-Supplement 95 to Southwest-
ern Freight Bureau, agent, tariff ICC
4714. Rates are published to become ef-
fective January 18, 1972.

By the Commission.

[SEAL] ROBERT L. OSWALD,
Secretary.

[FR Doc.71-18702 Filed 12-21-71;8:49 am]

NOTICE OF FILING OF MOTOR
CARRIER INTRASTATE APPLICATIONS

DEcemBrn 17, 1971.
The following applications for motor

common carrier authority to operate In
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intrastate commerce seek concurrent mo-
tor carrier authorization in interstate or
foreign commerce within the limits of the
intrastate authority sought, pursuant to
section 206(a) (6) of the Interstate Com-
merce Act, as amended October 15, 1962.
These applications are governed by Spe-
cial Rule 1.245 of the Commission's rules
of practice, published in the FEDERAL

REGISTER, issue of April 11, 1963, page
3533, which provides, among other things,
that protests and requests for informa-
tion concerning the time and place of
State Commission hearings or other pro-
ceedings, any subsequent changes there-
in, any other related matters shall be
directed to the State Commission with
which the application is filed and shall
not be addressed to or filed with the
Interstate Commerce Commission.

State Docket No. A 53048 filed Decem-
ber 8, 1971. Applicant: SAMJO, INC.,
doing business as SMISER FRiEIGHT
SERVICE, 8610 Atlantic Boulevard,
South Gate, CA 90280. Applicant's repre-
sentative: Donald Murchison, 9454 Wil-
shire Boulevard, Suite 400, Beverly Hills,
CA 90212. Certificate of public conven-
ience and necessity sought to operate a
freight service as follows: Transporta-
tion of general commodities, with the
usual exceptions: (B) Between: (1) all
points and places presently authorized to
be served via the following highways for
operating convenience only, and without
service to points and places located on
said highways: (a) U.S. Highway 101
between the northerly boundary of the
Los Angeles Basin Territory, and Salinas,
Calif.; (b) Interstate 5 between the junc-
tion with State Highway 99 north of
Wheeler Ridge, Interstate 580 and the
junction with the San Francisco Terri-
tory; (c) State Highway 152 between the
junction with State Highway 99 and the
junction with U.S. Highway 101; and
(d) State Highway 46 between junction
with State Highway 99 and its junction
with U.S. Highway 101. (C) Between: (1)
All points north of Fresno, on the one
hand, and Sacramento, inclusive, on the
other hand, via State Highway 99, with
service to all points and places located on
and within 10 miles laterally of the said
highways. (2) All points and places on
U.S. Highway 101 between Salinas and
the San Francisco Territory, inclusive.
(3) All points and places on State High-
ways 1 and 17, between Monterey and
the San Francisco Territory, inclusive.

(D). Between: (1) All points on State
Highway 99 between Madera and Marys-
vile, inclusive, on the one hand, and, the
said San Francisco Territory, on the

other hand, via: Interstate Highways 5,
80, 205, 505, 580, and 680; U.S. Highway
50; and State Highways 4, 12, 20, 65, 99,
120, and 160, with service to all points
and places located on and within 10 miles
laterally of the said highways. (E) Be-
tween: (1) All points and places within
the San Francisco Territory. (F) Extend:
(1) Lateral service to all points and
places located on all service routes 10
miles. Applicant proposes to establish
through routes and rates between any
and all points described in subparagraphs
C through E inclusive, and between any
and all points presently authorized to be
served. Applicant proposes to use all
available public highways between points
proposed to be served as hereinabove
mentioned, and within the cities and
towns hereinabove proposed to be served
and applicant proposes to use such streets
and highways as may be necessary to
serve consignors and consignees located
within said cities and towns. Both Intra-
state and interstate authority sought.

HEARING: Date, time, and place not
shown. Requests for procedural informa-
tion including the time for filing protests
concerning this application should be
addressed to the Public Utilities Commis-
sion of the State of California, State
Building, Civic Center, 455 Golden Gate
Avenue, San Francisco, CA 94102, and
should not be directed to the Interstate
Commerce Commission.

State Docket No. A 52729 filed June 30,
1971. Applicant: FRESNO BASS LAE
FREIGHT LINES, INC., 53 L Street,
Fresno, CA 93721. Applicant's repre-
sentative: Marshall A. Smith, Jr., 925
North Fulton Street, Fresno, CA 93728.
Certificate of public convenience and
necessity sought to operate a freight
service as follows: Transportation of
General commodities; (1) between
Fresno and Wawona via State Highway
No. 41; and also via Friant, Oneals,
North Fork, and Bass Lake; and all in-
termediate points; (2) between Bass
Lake and Wishon Powerhouse on the
San Joaquin River, and a intermediate
points (subject to Note 1) ; (3) service Is
authorized by diversion to and from
South Fork and Indian Mission; (4) be-
tween Bass Lake and Colver Meadows
and intermediate points (subject to
Note 1) ; (5) between Auberry Road and
Friant and intermediate points (subject
to Note 1); (6) the main roads con-
necting the aforementioned routes and
points located thereon; (7) between
North Fork and Beasore Meadow, via.
South Fork, Hogue Ranch, Soda Springs,
Logan Meadow (subject to Note 1); (8)
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between Long Meadow and Fuliers
Meadoyr, via Arnold Meadow, Forked
Meadow, Iogan Meadow, and Mammouth
Pool (subject to Note 1); (9) between
Soda Springs and Forked Meadow, via
Placer Guard Station; (10) between Big
Creel: Power House No. 4 and Italian
Bar via bam No. 7 (subject to Note 1) ;
(11) all intermediate and off-route
points of Castle Peak and Lake Redinger
(subject to Note 1); (12) traversing all
unnumbered country roads between the
above-named points (subject to Note 1) ;

Applicant proposes to add the follow-
ing to their scope of operation: (13) Be-
tween Fresno and the area of General
Grant Grove Section, prior to its annex-
ation to Kings Canyon National Park in
1940, serving as intermediate pointz,
Centerville. Minkler, Sears Comer,
Squaw Valley, Dunlap. Miramonte,
Pinehurst, and Sequla Lake over and
along the following routes (subject to
Note 2): Fresno (via Ventura Avenue).
over State Highway No. 180 to Center-
ville; east on State Highway No. 180 to
Minkler; east on State Highway Route
No. 180 (formerly Squaw Valley Road)
to Sears Comer; east on State Highway
No. 180 to Squaw Vcley; Squaw Valley
to Dunlap over Dunlap Highway, Dun-
lap to Miramonte over Dunlap Highway
and Sand Creek Road; Pinehurst to the
area of General Grat Grove Section,
prior to its annexation to Kings Canyon
National Park in 1940, via Sequia Lake
and return over Sand Creek Road; (14)
Wilsonla and Hume Lake and interme-
diate points on a triweekly basis; (15)
Hume Lake and Cedar Grove and inter-
mediate points (subject to Note 1 and 3).
NoTE 1-Transportation shall be on an
on call basis. NoTE 2-Daily except Sun-
day. NoTE 3-Service between Hume
Lake and Cedar Grove and intermediate
points will be subject to minimum shia-
ments of 8,000 pounds as to shipments
originating or destined to points east of
Barton. Both intrastate and interstate
authority sought.

HEARING. Date, time, and place not
shown. Requests for procedural infor-
mation including the time for filing pro-
tests concerning this application should
be addressed to the Public Utilities Com-
mission of the State of California, State
Building, Civic Center, 455 Golden Gate
Avenue, San Francisco, CA 94102, and
should not be directed to the Interstate
Commerce Commission.

By the Commission.

sE L] RoEasT L. OsWALD,
Secretary.

[FR Doc.71-1869S Filed 12-21-71;8:48 aml
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The following numerical guide is a list of parts of each title of the Code of
Federal Regulations affected by documents published to date during December.

3 CFR Page

PROCLAMATIONS:
4095 --------------------- 23519
4096 ----------------------- 23521
4097 ----------------------- 23717
4098 ----------------------- 24201
4099 --------------------- 24203

EXECUTIVE ORDERS:

10865 (see EO 11633) -------- 23197
11248 (amended by EO 11634)_ 23287
11359 (amendedbyEO 11635) - 23615
11633 -------------------- 23197
11634 -------------------- 23287
11635 -------------------- 23615

4 CFR
6 --------------------------- 23989
51 -------------------------- 23989
52 -------------------------- 23989
Ch. ir --------------------- 23915

5 CFR
213 ------------------------- 22899,

23135, 23526, 23900, 24053, 24205
352 ------------------------- 23990
550 ------------------------- 23548
733---------------------------- 23791
2412 ------------------------ 23353

6 CFR
101 ---------------------------- 23974
201 ------------------------- 23219
300 ------------------------- 23974

7 CFR
58 -------------------------- 24205
301 ------------------------- 23990
331 ------------------------- 23353
500 ---------------------------- 22807
722 ---------------------- 22966,23523
724 ---------------------- 24060,24207
811 ---------------------- 23791,24211
845 ---------------------------- 23047
905 ----------- 23353,23354,23617,24111
906 ---------------------------- 23617
907 ---------------------------- 22975,

23289, 23354, 23719, 23792, 23893,
24062

910 ---------------------------- 22808,
23135, 23618, 23719, 23994, 24062,
24063,24111

912 ---------------------- 23048,23135
913 ---------------------------- 22808
914 ---------------------------- 24212
928 ---------------------------- 23994
929 ---------------------- 22808,24213
944 ---------------------------- 23136
966 ---------------------------- 23719
971 ---------------------- 23199,23995
987 ----------------- 23127,23793,23894
993 ..--------- ---------------- 23355
1124 --------------------------- 23894
1464 --------------------------- 23355
PROPOSED RULES:

15 ------------------------- 23448
44 ------------------------- 24069
81 -------------------------- 23728
722 ------------------------ 23574

7 CFR-Confinued Page
PROPOSED RULES-Continued

724 ------------------------ 23221
812 ---------------------- 23574
818 ---------------------- 23069
846 -----------.......---- 23071
905 ------------------ 23575,23925
907 ------------------------ 23821
928 ------------------------ 22985
929 ---- 23072
932 ------------------ 23072,23222
947 ------------------------ 23728
966 ------------------ 22831,24120
967 ------------------------ 23723
971 ------------------------ 23304
982 ------------------------ 23304
987 ------------------------ 22831
1001 ----------------------- 23222
1002 ----------------------- 23222
1004 ------------------ 22831,23222
1006 ----------------------- 23222
1007 ------------------ 23222,23223
1011 ----------------------- 23222
1012 ----------------------- 23222

-1013 ----------------------- 23222
1015 ----------------------- 23222
1030 ------------------------ 23222
1032 ----------------------- 23222
1033 ----------------------- 23222
1036 ----------------------- 23222
1040 ------------------ 23161,23222
1043 ----------------------- 23222
1044 ----------------------- 23222
1046 ----------------------- 23222
1049 ----------------------- 23222
1050 ----------------------- 23222
1060 ----------------------- 23222
1061 ----------------------- 23222
1062 ----------------------- 23222
1063 ----------------------- 23222
1064 ----------------------- 23222
1065 ----------------------- 23222
1068 ----------------------- 23222
1069 ------------------------ 23222
1070 ------------------------ 23222
1071 ----------------- 23222
1073 ------------------------ 23222
1075 ----------------------- 23222
1076 ----------------------- 23222
1078 ----------------------- 23222
1079 ------------------------ 23222
1090 ----------------------- 23222
1094 ------------------ 23222,23925
1096 ----------------------- 23222
1097 ----------------------- 23222
1098 ----------------------- 23222
1099 ----------------------- 23222
1101 ------------------------ 23222
1102 ------------------------ 23222
1103 ------------------------ 23222
1104 ----------------- 23222,23821
1106 ----------------- 23222,23821
1108 ----------------------- 23222
1120 ------------------------ 23222
1121 ----------------------- 23222
1124 ----------------------- 23222
1125 ----------------------- 23222
1126 ----------------------- 23222
1127. --------------------- 23222
1128 ----------------------- 23222
1129 ----------------------- 23222

7 CR -Confinued ran
PROPOSED RULES-Connued

1130 ---------------------- 23222
1131 ---------------------- 23222
1132 ---------------------- 23222
1133 ---------------------- 23222
1134 ---------------------- 23222
1136 ---------------------- 23222
1137 ---------------------- 23222
1138 ---------------------- 23222
1207 ---------------------- 23393
1421 ---------------------- 24060
1443 ---------------------- 24120
1701 ----------- 23394,23630,24074
1807 ---------------------- 23306

8 CFR
204 ---------------------------- 23805
211 ----------------------------- 23865
212 ----------------------------- 23865
214 ---------------------------- 23865
235 ----------------------------- 23019
238 ----------------------- 23619,23866
245 ------ 23619,23860
248 --------------------------- 23619
316a ------------------------- 230610

9 CFR
53 ----------------------------- 23995
72 ----------------------------- 24112
73 ------------------------ 2399,24112
74 ----------------------------- 24112
76 ------------------ 23139,23548,24053
77 ----------------------------- 24112
78 ------------------ 23199,23703,24112
80 ----------------------------- 24112
81 ----------------------------- 24112
82 ----------------------------- 24112
97 ------------------------------ 23350
151 ----------------------------- 23350
201 ---------------------------- 23139
311 ---------------------------- 23990
316 ----------------------- 23720,2390
317 ---------------------------- 23006
318 ----------------------------- 23720
331 ----------------------- 23721,24112
445 ----------------------- 22810,23112
446 ----------------------- 22810,23112
447 ----------------------- 22810,23112
PROPOSED RULES:

11 -------------------------- 23072
301 ----------------------- 23101
307 ------------------------- 23393
312 ------------------------- 23101
318 ------------------ 23303,24005
320 ----------------------- 23393
327 ------------------------- 23161

10 CFR
1 ------------------------------ 23899
2 ------------------------------ 23800
20 ----------------------------- 23138
50 ----------------------------- 23900
PROPOSED RULES'

4 ------------------------- 2340
30 ------------------------ 22848
40 ------------------------ 2288
50 ------------------- 22848,22851
70 ------------------------ 22848
115 ----------------------- 22848
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2 ------------------------------ 22979
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220 ---------------------------- 23619
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226 ---------------------------- 22809
524 - ------- 22979
525 ---------------------- 22979
544 -------- 24113
564 ---------------------------- 24054
700 ---------------------------- 23794
701 ---------------------------- 23140
703 ---------------------------- 23048
PROPOSED RULES:

207------------------------ 22855
220 ------------------------ 22855
221 ------------- 22855
222 ------------------------- 23256
545 ------------------------ 22992

13 CFR
PROPOSED RULES:

107 ------------------------ 23772
112 ------------------------ 23452
113 ------------------------- 23400
115 ------------------------ 23401
120 ------------------------ 23402
121 ------------------------- 23401

14 CFR
25 ----------------------------- 23548
39 ---------------------------- 22809,

23048, 23140, 23200, 23301, 23302,
23357, 23549, 23866, 23997, 24113

71 ---------------------------- 22809,
22810, 23049, 23201, 23202, 23302,
23357, 23358, 23549, 23550, 23721,
23794-23796, 23997, 24114

73 ----------- 23049, 23202, 23358, 23796
75 ------------------ 23202,23358,23359
95 - ------------------ 23997
97 ----------- 23141, 23550, 23867, 24001
121 ---------------------- 23050,23552
135 ------------------------- 23552
212 ------------------------- 23141
214 ---------------------------- 23145
217 ---------------- 23050, 23146, 23721
218 ---------------------------- 23146
-241 ---------------------------- 23051
243-- -------------------------- 23051

PROPOSED RULES:

39 ------------------------- 23237
71 ------------------- 22846-22848,

23076, 23238, 23312, 23398, 23575-
23579, 23633, 23729, 23730, 23829,
23830, 23930, 24005-24007, 24122-
24124

73 ------------------------- 23831
75 ------------- 23202, 23358, 23359
91 ------------- 24007
93 ------------------------- 23633
121 ------------------------ 24007
245 ------------------------ 23312
373 ----------- --- 23634
378 ------------------------ 23634
379 ------------------------ 23453
1250 -------------------- 23455

15 CFR
376 --------------------- 24054
377 ---------------------------- 24054
Ch. X ------------------ 23620
2001 ----------- ----- 23620
2002 --------------------------- 23620
2003 ------------------------ 23621

Page15 CFR--Continued
PROPOSED RULES:

S---------------

16 CFR
1 ------.----------------- 22814,24213
4 --------------- -------------- 24213
13------------ 22815-22825, 23868-23870
243 -----------........----- 23790
422 ----------------- --- 23871
423 --. .-- -- -- -- -- 23883
502 --------------------- - 23050
503 ---------------- --- 23058

17 CFR
1 -------------------------- 22810
231 ------------------------- 23289
241 ----------------..... . 23289,23359
270 ----------------- 22900,23623,24054
274 ......... 24054
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239 ------------- --- 23250
240 ------------------- 22994,24076
249 ----------------------- 22994

18 CFR
1 ---------.............------
35 ----------------------------
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260 --------------------------.
304 --------
PROPOSED RULES:

23904
23523
23523
23359
22901

11-z ------------. .- -- 22854
101-------------------- 22855
104. --------- 22855
105 ----------------------- 22855
141 -----...------ 22855,23163
154-.. ------------ 22855
201 --------------------- 22855
204 ------------------------ 22855
205 ------ - - --- 22855
250 ------------------- 23635
260 ------------------- 22855
302 ------------------------ 23463

19 CFR
19 ----------.-----------------
24 ..------------------------
1911

23149
23150
23360

20 CFR
404 ---------------------- 23291, 23361
410 -------------------- 23752, 24214
614 ------------------------- 22975

PROPOSED RULES:

404 ----------------- -- 24224
405 ----------------------- 22987

21 CFR

21 CF-Continued ag

135- 22827,23203,24215
141 --------------------- 23204, 23293
141a ----------.-------...... 22827
144 --- 23293

423205
23205

M a ....... . . .. . 22827,24215
l46b .......... ...------22829
146c ----.------ ------------ 22821

-22827
147- ........... --- 23205
1 -23152
1O5 ---- 23205
191 23556,308...............
312 ------

PnPoSED RULES:

23722
22830
23G24

23307
23074

17___ --- -- 23074
141 ------------ 23236, 23307, 23312
141a ....... 23236,23307

------ 23307
23307

M41e --- 23307
146a -.-.- ..-.- ...-.-.------- 23307

23307

14d ....... --------- 23307
146e --------- 23307
148e 23307

148I 23307
148 ....-------- ---------- 23307
148c ...... 23301
148%7_ -23236
30-- - 23304

22 CFR
PrOPOSoD RuLEs:

23464
209 --.-.---------------.- ..- 23466

24 CFR
Subtite A-Ch."...... 24402

200 .24056
201 ------------ ----- 24057
Ch. - ----- 23799
1914 ----------- 23214
1915 ............ . ...........-23215

PROPOSED RULES:

1 ..------- 23467
73 ---------------------- 23631
501 .... 23576

25 CFR
PROPOSED RULES:

23221

26 CFR
2 ------------------ --- 2282613 .... 23905
8 -- - ------------------ 23552125 .... 22899
IA oaltfl I ~
17 --------------------------- 23202
121 ---------------------------- 22827,

22900, 23150, 23202, 23291, 24001,
24002,24214

125 --------------- ---- 23553
131 ------------------------- 23292
135 --------- 22829,23624,23904,24114
135a ------------- 22829
135b ..... 24215
135c --------------- 23203, 24002, 24214
135e -------- 23293, 23624, 23904, 24114

1 ----- -- - - -- ---- 23163,
23805, 23809, 23814, 23935, 24058,
24119

28 CFR
0 ---------- --------- 24115
POPOSED RULES:

42 -- ... - - -23473
.23630
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12 - 23361
520 ------------------------- 22976
541 ---------------------------- 22976
657 ------------------------- 23626
699 ------------------------- 23626
1518 ------------------------ 23207
1910 --------------------------- 23207

PROPOSED RULES:
31 ------------------------- 23474
525 ---------------------- 23235

30 CFR
51 -------------------------- 23366
52 -------------------------- 23366
53 -------------------------- 23366
75 --------------------- 23370,-23722
PROPOSED RULES:

55 ----------------- 24040,24041
56 ------------------- 24040,24042
57 ------------- 23392,24040,24044
75 ---------------------- 23392

31 CFR
15 -------------------------- 23800
339 ------------------------- 23856
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223 ---------------------- 22985

32 CFR
44 ----------------------------- 23209
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67 ----------------------------- 23626
68 ----------------------------- 23627
100 ------------------------- 23627
173 ---------------------------- 23800
190 ------------------------- 23371
888e ------------------------ 23209
1499 ------------------------ 24058
1600 ------------------------ 23373
1602 ------------------------ 23374
1603 --------------------------- 23374
1604 -----------------------.23373,23374
1606 ------------------------ 23373
1609 ------------------------ 23373
1611 ------------------------ 23375
1613 --------------------------- 23373
1617 ------------------- 23373,23375
1619 ------------------------ 23373
1621 -------------------- 23373,23376
1622 --------------------------- 23376
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1628 --- ----------------------- 23380
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1631 ------------------------ 23381
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1642 ------------------------ 23383
1655 ----------------------- 23383
1660 --------------------------- 23383
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300 --------------------- 23476
1704 --------------------- 23481
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Ch. IX ----------------------- 24002
Ch.X ----------------------- 24115
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33 CFR Pago

117 ------------------------- 23906
208 ------------------------- 24115
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110 ----------------------- 24228

36 CFR
7 ----------------------- 23293-23296
272 ------------------------- 23220
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2 ------------------------------ 23385
17 -------------------------- 23385
PROPOSED RULES:

18 ---------------------- 23485

39 CFR
134 --------------------- 23386,23629
156 ------------------------- 23216
601 ------------------------- 23216
619 ---------------------------- 22811
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135 ---------------------- 24075

40 CFR
2 ------------------------------ 23058
51 ----------------------------- 24002
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2 ----------------------- 23077
61 ----------------- 23239,23931
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41 CFR

3-1 ------------------------- 22979
3-16 ------------------------ 23060
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5A-16 ----------------------- 23724
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14H-1 -------------------------- 23865
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114-25 ---------------------- 22812
114-26 ------------------------ 22812
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PROPOSED RULES:

101-6 --------------------- 23488
101-19 -------------------- 23832

42 CFR
23 ----------------------------- 23906
78 ----------------------------- 23523
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2890 -------------------------- 23008
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RULES AND REGULATIONS

Title 24-HOUSING AND
URBAN DEVELOPMENT-

REORGANIZATION OF TITLE
Title 24 of the Code of Federal Regu-

lations (formerly Housing and Housing
Credit) is rearranged, under the title of
"Housing and Urban Development", to
reflect the current headquarters and field
organization of the Department and to
provide a chapter for the regulations of
each program Assistant Secretary. In
addition, the pertinent regulations in
Title 44, Chapter VIE are transferred to
Title 24, and Chapter VII is vacated.

Only necessary editorial changes, such
as correcting references to headquarters
and field organization or deleting obso-
lete material, are made at this time.
Substantive changes are not intended.
However, the bylaws of the Government
National Mortgage Corporation are being
codified as a new Part 310. Many parts in
which no changes are made are set forth
in full in order to have a complete body
of regulations available to the public. All
amendments to these regulations are in-
cluded in this republication through
November 27, 1971.

The reorganization and redesignation
of Department regulations in 24 CPR axe
effective December 22, 1971. Title 24, to-
gether with a table of redesignated parts,
is set forth below in its entirety.

// GEORGE ROBINEY,
Secretary of Housing

and Urban Development.
REDESIGrTATioN TABLE

Former Redesignated
part No. part No.
3 --------------------------------- 500
4 --------------------------------- 540
5 --------------------------------- 215
a --------------------------------- 550
8 --------------------------------- 130
31 ------------------------------- 710
51 ------------------------------- 270
52 -------------------------------- 271
60 -------------------------------- loo
71 ------------------------------- 105
231a ------------------------------ 277
Ch. III Appendix ..----------- 275 Appendix
603 ------------------------------- 209
608 ------------------------------- 210
611 ------------------------------- 211
702 ------------------------------- 238
803 ------------------------------- 224
803a ------------------------------ 225
809 ---------.--------------------- 226
810 ------------------------------- 227
903 ------------------------------- 228
903 ------------------------------- 229
1000 ------------------------------ 205
1100 ------------------------------ 244
1500 --------------------------- Deleted
1520 ------------------------------ 275
1540 ------------------------------ 279
1600 ------------------------------ 300
1625 ------------------------------ 320
1630 ------------------------------ 330
1635 ------------------------------ 340
1640 ------------------------------ 350
1650 ------------------------------ 360
1655 ----------------------------- 370
1660 ------------------------------ 380
1665 ------------------------------ 390
44 Cm 701 ------------------ Deleted
44 CFR 702 --------------------- 490
44 OFCR 705 ---------------------- Deleted

44 O E 707 ------------------------ 555
44 0RO 707a ---------------------- 556
44 CPR 708 ----------------------- 491
44 0371 710 --------------------- Deleted

Part
Subtitle A-Office of the Secre-

tary, Department of Housing
and Urban Development -------

Subtitle B--Regulations Relating
to Housing and Urban Develop-
ment:

Chapter I-Office of Assistant
-Secretary for Equal Opportun-
Ity-------------------------

Chapter II-Office of Assistant
Secretary for Housing Produc-
tion and Mortgage Credit-
Federal Housing Commissioner
[Federal Housing Administra-
tion]

Chapter Ill-Government Na-
tional Mortgage Association....

Chapter IV-Office of Assistant
Secretary for Housing Manage-
ment

Chapter V-Office of Assistant
Secretary for Community De-
velopm ent ...................

Chapter VI-Office of Assistant
Secretary for Community Plan-
ning and Management [Re-
served]

Chapter VII-Community De-
velopment Corporation .......

Chapter VIII-Office of Assistant
Secretary for Research and
Technology [Reserved]

Chapter IX-Office of Interstate
Land Sales Registration -------

Chapter X-Federal Insurance
Administration.............

81 Regulations governing operations
of the Federal National Mort-
gage Association.

PART 0-STANDARDS OF CONDUCT
Subpart A-Gonoral Provisions

Sec.
0.735-101 Purposs.

0 0.735-102 Doflnitlons.
0.735-103 Notification to employees and spo-

clal Government employees.
0.735-104 Interpretation and advisory serv-

Ico.
0.735-105 nevicaving statements and report-

Ing conflicts of interest.
100 0.735-106 Disciplinary and other remedial

action.

Subpart -- Conduct and Responslblllos of
Employees

0.735-201
0.735-202

200 0.735-203
0.735-204-

300
0.735-205
0.735-206

490 0.735-207
0.735-208
0.735-209
0.735-210

500
0.735-211

0.735-212
0.735-213

0.735-214

1700

1905

Subtitle A-Office of the Secretary,
Department of Housing and Urban
Development

Part
0
1

Standards of conduct.
Nondiscrimination in federally

assisted programs of the De-
partment of Housing and Urban
Development--effectuation of
title VI of the Civil Rights Act
of 1964.

Practice and procedure for hear-
ings under Part 1 of this sub-
title.

Equal Employment Opportunity;
policy and procedures.

Publications in Federal Register.
Seal.Production or disclosure of mate-

rial or information.
Administrative claims.
Debarment, suspension, and in-

eligibility of contractors and
grantees.

Standards for design, construc-
tion, and alteration of publicly
owned residential structures.

Relocation payments.
Relocation payments and assist-

ance and real property acquisi-
tion under the Uniform Reloca-
tion Assistance and Real Prop-
erty Acquisition Policies Act of
1970.

Basic principle.
Proscribed actions.
Gifts, entertainment, and favors.
Outside employment and other

activity.
Financial interests.
Use of Government property.
Misuse of Information,
Indebtcdnes.
Gambling, betting, and lotteries.
General conduct; and conduct

prejudicial to the Government.
Intermediaries and produet

recommendations.
lMembership In organizations.
Prohibited activities by former

employees.
Miscellaneous statutory pro-

visions.

Subpart C-Conduct and RosponsIbllllles of
Special Government Employees

0.735-301 Use of Government employment.
0.735-302 Use of Inside Information.
0.735-303 Coercion.
0.735-304 Gifts, entertainment, and favors.
0.735-305 Applicability of other provisions.

Subpart D-Stalements of Employment and
Financial Interests

0.735-401 Employees required to submit
statements.

0.735-402 Employee's complaint on filing
requirement.

0.735-403 Employees not required to submit
statements.

0.735-404- Time and place for submission of
employees' statemont.

0.735405 Supplementary statements.
0.735-406 Interests of employee's rolittivei,
0.735-407 Information not morn by em-

ployees.
0.735-408 Information prohibited.
0.735-409 Confidentiality of employe'

statements.
0.735-410 Effect of omployco's statements on

other requirements.
0.735-411 Specific provlAons for cpeclal

Government employees.
Appendix-List of Poitlons Subject to Sub-
part D.

AurHonrrr: The provisions of this Part 0
Issued under 18 U.S.C. 201 through 209 1,.
11222 of May 8, 1965, 30 .1-R. 6469, 3 01-1
1965 Supp.; 5 O37 735.101.

Subpart A-General Provisions
§ 0.735-101 Purpose.

The maintenahce of unusually high
standards of honesty, integrity, impar-
tiality, and conduct by Government
employees and special Government em-
ployees is essential to assuro the proper
performance of the Government business
and the maintenance of confidence by
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citizens in their Government. The avoid-
ance of misconduct and conflicts of In-
terest on the part of Government
employees and special Government em-
ployees through informed judgment is
indispensable to the maintenance of
these standards. To accord with these
concepts, this part sets forth the
Department's regulations prescribing
standards of conduct and responsibilities,
and governing statements of employment
and financial interests for employees and
speqlal Government employees.
§ 0.735-102 Definitions.

(a) 'Department" means the Depart-
ment of Housing and Urban Develop-
ment.

Cb) "Employee" means an officer or
employee of the Department, but does
not include a special Government em-
ployee.

(c) "Special Government employee"
means an officer or employee of the De-
partment appointed to serve with or
without compensation, for not more than
130 days during any period of 365 con-
secutive days, on a full-time, part-time,
or intermittent basis, and who is re-
tained, designated, appointed, or em-
ployed as a special Government employee
under the provisions of section 202 of
title 18 of the United States Code.

(d) 'Person" means an individual, a
corporation, a company, an association,
a firm, A partnership, a society, a Joint
stock company, or any other organiza-
tion or institution.
(e) "Outside employment" means all

gainful employment other than the per-
formance of official duties. It Includes,
but Is not limited to, working for an-
other employer, the management or op-
eration of a private business for profit
(including personally owned businesses,
partnerships, corporations, and other
business - entities), and other self-em-
ployment.
§ 0.735-103 Notification to employees

. and special Government employees.
'The provisions of this part and all

revisions thereof shall be brought to the
attention of and made available to:
(a) Each employee and special Gov-

ernment employee at the time of is-
suance and at least annually thereafter;

(b) 'Each new employee and special
Government employee at the time of
entrance on duty.
§ 0.735-104 Interpretation and advisory

service.
(a) Department counselor. The Gen-

eral Counsel of the Department is des-
ignated Counselor for the Department
and shall serve as the Department's des-
ignee to the Civil Service Commission on
matters covered by this part. He shall
be responsible for coordinating the De-
partment's counseling services and for
assuring that counseling and interpreta-
tions on questions of conflicts of interest
and other matters covered by this part
are available to designated deputy coun-
selors. Me-may form ad hoc committees
to evaluate the effectiveness of the stand-
ards, or to consider any new or unusual
question arising from their application.

(b) Deputy couslors. Such deputy
counselors as may be required shall be
designated by the Secretary or his des-
ignee from among the staff of the Office
of the General Counsel to give authori-
tative advice and guidance to current
and prospective employees and special
Government employees who seek advice
and guidance on questions of conflicts
of interest and on other matters cov-
ered by this part.
§ 0.735-105 Reviewing statements and

reporting conflicts of interests.
(a) Subpart D of this part and the

appendix to this part Identify the cate-
gories of positions and, as neceary, the
specific positions in which the incumbent
is required to submit a statement of em-
ployment and fnancial interests to an
appropriate Department ofilclal for re-
view.

(b) When a statement submitted un-
der Subpart D of this part and the
appendix to this part or information
from other sources indicates a conflict
between the interests of an employee or
special Government employee and the
performance of his services for the Gov-
ernment and when the conflict or ap-
pearance of conflict is not resolved by
the Department Counselor, he shall re-
port the information concerning the
conflict or appearance of conflict to the
Secretary.

(c) The employee or special Govern-
ment employee concerned shall be pro-
vided an opportunity to explain the con-
filet or appearance of conflict.

(d) If the resolution of the conflict or
appearance of conflict contemplates or
includes any of the remedial action indi-
cated in § 0.735-106 with the exception of
paragraph (b) (2), appropriate personnel
officers of the Department shall be noti-
fled and shall participate in the deter-
mination of the action propozed to be
effected.
§ 0.735-106 Disciplinary and oilier rc-

medial uction.

(a) A violation of this part by an em-
ployee or special Government employee
may be cause for appropriate disciplinary
action, which may be In addition to any
penalty prescribed by law.

(b) When, after consideration of the
explanation of the employee or special
Government employee provided by
§ 0.735-105, the Secretary decides that
remedial action Is required, he shall take
immediate action to end the conflicts or
appearance of conflicts of interest. Re-
medial action may include, but Is not
limited to:

(1) Changes In assigned duties;
(2) Divestment by the employee or spe-

cial Government employee of his con-
flicting interest; and unless otherwise
provided divestiture Is to be completed
within 60 day5 after notice of a decision
that a conflict exists.

(3) Disciplinary action; or
(4) Disqualification for a particular as-

signment.

Remedial action, whether disciplinary or
otherwise, shall be effected in accordance

with any applicable laws, Executive or-
ders, and re--ulations.

(c) If any of the remedial gcton in-
dicated in this zcon with the exception
of paragraph (b) (2) of this saction Is
contemplated, appropriate parsonnel of-
ficers of the Department shall be notified
and shall participate in the determina-
tion of the action proposed to be effected.

Subpart B-Conduct and Responsi-
bilities of Employees

§ 0.735-201 Basicprinciple.
(a) Fach employee must realize that

the Government's basic and controlling
purpose in employing him is the public
Interest, rather than his private or per-
sonal interest, and that he can never have
a right of tenure that transcends the
public good. He can properly be a Gov-
ernment employee only as long as it re-
mains in the public Interest for him to
be one. Public trust and confidence In the
Integrity of the Government are para-
mount.

(b) (1) This basic principle applies
with special force and effect in the De-
partment of Housing and Urban Devel-
opment, which deals directly with im-
portant s.nments of the public, and
whose success depends upon public trust
and confidence In its actions. The offical
actions of the Department often have a
direct bearing upon the financial and
other Interests of individuals, firms, and
institutions with which It does business.
Furthermore, the effective accomplish-
ment of the Department's mission Is sl-
nIficantly dependent upon a public image
that engenders confidence in the Depart-
ment's integrity. Accordingly, the avoid-
ance of any involvement that tends to
damage that Image Is a responsibility of
exceptional Importance for all employ-
ees who parVclpate in or influence official
operating determinations that affect the
interests of those with whom the Depart-
ment does business.

(2) If there s Imowledge of an em-
ployce's involvement in or association
with circumstances reasonably construed
to reduce public confidence in the acts
or determinations of the Department,
such knowledge may be sufficient cause
for the Initiation of action adverse to
the employee. Employees, therefore, are
alerted to the gravity witlr which the
Department will view any such involve-
ment, especlally If It has to do with
conflicts of Int3rest or the compromise
of intezrity-whether real or only
apparent.
§ 0.735-202 Proscribed actions.

An employee shall avoid any action,
whether or not speciflelly prohibited by
the regulations In this subpart, which
might result in, or create the appearance
of:

(a) Using public office for private
gain;

(b) Giving preferential treatment to
any person;

(c) Impeding Government efficiency
or economy;

(d) Loifng complete independence or
impartiality;
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(e) Making a Government decision
outside official channels; or

(f) Affecting adversely the confidence
of the public In the integrity of the
Governmefit.
§ 0.735-203 Gifts, entertainment, and

favors.
(a) Except as provided In paragraphs

(b) and (e) of this section, an employee
shall not solicit or accept, directly or in-
directly, any gift, gratuity, favor, enter-
tainment, loan, or any other thing of
monetary value, from a person who:

(1) Has, or Is seeking to obtain, con-
tractual or other business or financial
relations with the Department;

(2) Conducts operations or activities
that are regulated by the Department; or

(3) Has interests that may be sub-
stantially affected by the performance or
nonperformance of the employee's official
duty.

(b) The prohibitions of paragraph
(a) of this section do not apply in the
following caiies:

(1) Obvious family or personal rela-
tionships, such as those between the
parents, children, or spouse of the em-
ployee and the employee, when the
circumstances make it clear that it is
those relationships rather than the
business of the persons concerned which
are the motivating factors;

(2) Acceptance of food and refresh-
ments of nominal value on Infrequent
occasions in the ordinary course of a
luncheon or dinner meeting or other
meeting or on an inspection tour where
an' employee may properly be in
attendance;

(3) The acceptance of loans from
banks or other financial institutions on
customary terms to finance proper and
usual activities of employees, such as
home mortgage loans; and

(4) The acceptance of unsolicited ad-
vertising or promotional material, such
as pens, pencils, note pads, calendars,
and other items of nominal intrinsic
value.

(c) An employee shall not solicit a
contribution from another employee for
a gift to an official superior, make a
donation as a gift to an orucial superior,
or accept a gift from an employee receiv-
Ing less pay than himself (5 U.S.C. 7351).
However, this paragraph does not pro-
hibit a voluntary gift of nominal value
or donation In a nominal amount made
on a special occasion such as marriage,
Illness or retirement.

(d) An employee shall not accept a
gift, present, decoration, or other thing
from a foreign government unless au-
thorized by Congress as provided by the
Constitution and in 5 U.S.C. 7342.

(e) Neither this section nor § 0.735-
204 precludes an employee from receipt
of bona fide reimbursement, unless pro-
hibited by law, for expenses for travel
and such other necessary subsistence as
is compatible with this part for which
no Government payment or reimburse-
ment is made. However, this paragraph
does not allow an employee to be reim-
bursed, or payment to be made on his
behalf, for excessive personal living ex-

penses, gifts, entertainment, or other
personal benefits, nor does it allow an
employee to be reimbursed by a person
for travel on officlal business under De-
partment orders when reimbursement
is proscribed by Decision B-128527 of the
Comptroller General dated March 7,
1967.
§ 0.735-204 Outside employment and

other activity.
(a) An employee shall not engage in

outside employment or other outside
activity not compatible with the full and
proper discharge of the duties and re-
sponsibilities of his Government employ-
ment. Incompatible activities include but
are not limited to:

(1) Acceptance of a fee, compensa-
tion, gift, payment of expense, or any
other thing of monetary value in cir-
cumstances in which acceptance may
result in, or create the appearance of,
conflicts of interest;

(2) Outside employment which tends
to Impair his mental or physical capacity
to perform his Government duties and
responsibilities in an acceptable manner;

(3) Actlvities that may be construed
by the public to be the offIcial acts of the
Department;

(4) Activities that establish relation-
ships or property interests that may re-
suit in a conflict between his private in-
terests and his official duties; and

(5) Employment that may involve the
use of Information secured as a result of
employment in the Department to the
detriment of the Department or the pub-
'lc interest, or that may give preferential
treatment to any person, corporation,
public agency, or group.

(6) Engaging directly or indirectly in
the purchase, sale or management of real
estate, including the financing of realty
transactions; except (I) the employee's
residence, immediate past residence,
vacation or retirement home, or (Ri)
realty transactions Involving a moderate
scale of investment properties which are
not likely in the foreseeable future to be
involved In a HLJD program.

(7) Employment related to or similar
to the substantive programs conducted
by any part of the Department. This In-
cludes, but is not limited to, the broad
fields of real estate, mortgage lending,
property insurance, construction, con-
struction financing, and land and real
estate planning.

(8) Employment with any person,
firm, or other private organization hav-
ing business either directly or indirectly
with the Department.

(b) An employee shall not receive any
salary or anything of monetary value
from a private source as compensation
for his services to the Government (18
U.S.C. 209).

(c) Full-time employees and part-time
employees with a regularly scheduled
tour of duty must obtain the prior ap-
proval of the appropriate deputy coun-
selor before engaging in outside employ-
ment in the following categories:

(1) Employment in the same profes-
sional field as that of the individual's
official position. However, an attorney

In this Department may, In off-duty
hours and consistent with his official re-
sponsibilities, participate, without com-
pensation for his services, in a program to
provide legal assistance and reprezenta-
tion to poor persons. Such participation
shall not inclhde representation or as-
sistance in any Judicial matter or pro-
ceeding, whether Federal, State, or local,
involving programs of this Department or
in any other matter or proceeding in
which the United States, including the
District of Columbia, is a party or has a
direct and substantial interest. Notice
of intention to participate in such a pro-
gram shall be given by the attorney in
writing to his superior in such detail as
that official shall require.

(2) Employment by State, local, or
other governmental body.

(d) No full-time employee or part-
time employee with a regularly scheduled
tour of duty shall maintain a publicly
listed place of business without the prior
approval of the appropriate deputy coun-
selor.

(e) Employees are encouraged to en-
gage in teaching, lecturing, and writing
that is not prohibited by law, ExecUtive
order, Civil Service Commission regula-
tions, or this part. However, an em-
ployee shall not, either for or without
compensation, engage in teaching, lec.
turing, or writing, including teaching,
lecturing, or writing for the purpose of
the special preparation of a person or
class of persons for an examination of
the Civil Service Commission or Board of
Examiners for the Foreign Service, that
is dependent on information obtained
as a result of his Government employ-
ment, except when that Information has
been made available to the general pub-
lic or will be made available on request,
or when the Secretary or his designee
gives written authorization for the use
of nonpublic information on the basis
that the use is in the public interest.

(1) Each employee including the Sec-
retary, and including each full-time
member of a committee, board, or com-
mission appointed by the President, shall
n-ot receive compensation or anything of
monetary value for any consultation, lec-
ture, discussion, writing, or appearance,
the subject matter of which Is devoted
substantially to the responsibilities, pro-
grams, or operations of the Department,
or which draws substantially on official
data or Ideas which have not become
part of the body of public information
pursuant to the regulations In this part,

(2) An employee may use his name
and title In connection with articles for
publication which bear upon his work
in the Department only If he obtains the
approval of the appropriate deputy
counselor.

(f) This section does not preclude an
employee from:

(1) Participation in the activities of
National or State political parties not
proscribed by law.

(2) Participation in the affairs of or
acceptance of an award for a meritorious
public contribution or achievement given
by a charitable, religious, professional,
social, fraternal, nonprofit educational

FEDERAL REGISTER, VOL. 36, NO. 246-WEDNESDAY, DECEMBER 22, 1971

24404



RULES AND REGULATIONS

and recreational, public service, or civic
organization.
§ 0.735-205 Financial interests.

(a) An employee shall not:
(1) Have a direct or indirect financial

interest that conflicts substantially, or
appears to conflict substantially, with his
Gbvernment duties and responsibilities.

(2) Engage in, directly or indirectly,
a financial transaction as a result of,
or primarily relying on, information
obtained through his Government em-
ployment.

(3) Acquire securities issued by the
. Federal National Mortgage Association.

(4) Acquire ownership of stock or
other interest in a rental project
financed with an FRA insured mortgage
as long as the insurance is in force.

(5) Acquire ownership of FHA deben-
tures or certificates of claim.

(6) Acquire interest in a coopera-
tive or condominium housing project
financed under the National Housing Act
if the interest is not for obtaining a home
for himself or his family.

(7) Be an officer or director of any
organization which is an FHA approved
mortgagee or lending institution or which
services mortgages or other securities for
the Department. An employee may hold
stock or shares in such organizations
provided his official duties are such that
the holding will not create or tend to
create a conflict of interest. The prohl-
-bitions of this paragraph do not apply
to Federal Credit Unions that have been
approved as Titie I lending institutions.

(8) Participate directly or indirectly
in any real estate activities for specula-
tive purposes as distinguished from bona
fide investment purposes on a moderate
scale. There is a presumption of specu-
lation when the use of borrowed funds
is involved on a continuing basis or in
large sums or- the income characteristic
of an investment is disproportionate or
absent.

(b) (1) No employee, includinga spe-
cial Government employee, may partic-
ipate as such in any matter in which to
his knowledge he, his spouse, minor child,
organization in which he is serving as
an. officer, director, trustee, partner, or
employee, or a partner has a financial
interest. He must also not participate in
any matter in which to his knowledgea
person, business, or nonprofit organiza-
tion with whom he is seeking, or has an
arrangement for, employment has a
financial interest (18 U.S.C. 208(a)).

(2) Subparagraph (1) of this para-
graph does not apply:

(i) If the officer or employee first ad-
vises the Department counselor in writ-
ing of the nature and circumstances of
the matter, makes full disclosure of the
financial interest, and receives in ad-
vance a written determination by such
official or his designee that such interest
is not so substantial as to be deemed
likely to affect the integrity of the serv-
ices which the Government may expect
from such officer or employee; or

(ii) If the financial interest is within
one of the following categories which are
hereby exempted from the requirements

of section 208(a) of title 10, United
States Code as being too remote or too
inconsequential to affect the integrity of
a Government officer's or employee's
services;

(a) Any holding in a widely held mu-
tual fund, or regulated investment com-
pany, which does not specialize in any
particular industry.

(b) Ownership of shares of stock and
of corporate bonds or other corporate
securities, if the current aggregate value
of the stocks and other securities so
owned in any single corporation is les
than $7,500 and is les than 1 percent
of the outstanding stock of the organiza-
tion concerned, and if the employee, his
spouse, or minor children are not active
in the management of the organization
and have no other connection with or
interest in it.
(c) Continued participation in a bona

fide pension, retirement, group life,
health, or accident insurance plan or
other employee welfare or benefit plan
that is maintained by a business or non-
profit organization by which the em-
ployee was formerly employed, to the
extent that the employee's rights In the
plan are vested and require no additional
services by him or further payments to
the plan by the organization with re-
spect to the services of the employee. To
the extent that such plans are profit
sharing or stock bonus plans, this exemp-
tion shall not apply.

(o) This section does not preclude an
employee from having a finnncial
interest or engaging in finnclal trans-
actions to the same extent as a private
citizen not employed by the Government
so long as It Is not prohibited by law,
Executive Order 11222, Civil Service
Commission regulations, or this part.
§ 0.735-206 Use of Government prop.

erty.
An employee shall not directly or in-

directly use, or allow the use of Govern-
ment property of any kind, including
property leased to the Government, for
other than officially approved activities.
An employee has a positive duty to pro-
tect and conserve Government property,
including equipment, supplies, and other
property entrusted or Issued to him.
§ 0.735-207 3isuseofinformation.

For the purpose of furthering a private
interest, an employee shall not, except
as provided in § 0.735-204(e), directly
or indirectly use, or allow the use of, of-
ficial information obtained through or in
connection with his Government employ-
ment which has not been made available
to the general public.
§ 0.735-208 Indcbtedncs.

An employee shall pay each Just i-
nancial obligation in a proper and timely
manner, especially one imposed by law,
such as Federal, State, and local taxes.
For the purpose of this section, a "Just
financial obligation" means one aclnowl-
edged by the employee or reduced to
Judgment by a court, and "In a proper
and timely manner" means in a man-
ner which the Department determine3

does not, under the circumstances, re-
flect adverzely on the Government as
his employer. In the event of a dispute
between an employee and an alleged
creditor this cection does not require the
Department to determine the validity or
amount of the disputed debt.
§ 0.735-209 Gunnling, Letting, and lot-

terics.
An employee shall not participate,

while on Gavernment owned or leased
property or while on duty for the Depart-
ment, In any gambling activity including
the operation of a gamblin3 device, in
conducting a lottary or pool, in a game
for money or property, or In selling or
purch ng a number slip or ticket. How-
ever, this section does not preclude
actlvitles:

(a) Neccz-ltated by an employee's law
enforcement duties;

(b) Under szction 3 of Executive Or-
der 10327, namely, olilcitations conducted
by organi ztions composed of employees
among their own members for organiza-
tional support or for beneit or welfare
funds for their members, or similar De-
partment-approved activities.
§ 0.735-210 General conduct; and con-

duct prcjudicial to the Government.
(a) Fach employee shall conduct him-

sElf in a manner that facilitates the ef-
fective accomplishment of the work of
the Depart.ment, observing at all times
the requlrement- of courtezy, considera-
tion, and promptness in dealing with the
public and with persons or organizations
having businezs with the Department;

(b) An employee shall not engage in
criminal, infLmous, dishonest, immoral.
or notorlously disgraceful conduct, or
other conduct prejudiclal to the Govern-
ment.
§ 0.735-211 Intermediaries and prod-

uct recommendations.
No employee shall recommend or sug-

gest the use of any particular or Identi-
fied nongovernmental intermediary to
deal with the Department nor shall he
recommend any device or product tested
by or for, or used by, the Department,
except as required by his officlal duties.
§ 0.735-212 Mcmhcrshlp in organiza-

tions.
(a) An employee may not, in his offi-

clal capacity as an officer or employee of
the Department, serve as a member of a
non-Federal or private organization ex-
cept where express statutory authority
exists, or statutory language necesarily
implies such aunority, or where the
Secretary has determined n writing that
such service would be beneficial to the
Department and consistent with such
offIcer's or employee's service as a De-
partment employee. However, an em-
ployee may serve in an individual capa-
city as a member of a non-Federal or
private organization, provided that:

(1) His membership does not violate
the restrictions noted in § 0.735-204; and

(2) His official title or organization
connection Is not shown on any listing
or presented in any activity of the orga-
nization in such a manner as to imply
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that he is acting in his official capacity.
(b) An employee may be designated

In writing to serve as a liaison repre-
sentative of the Department to a non-
Federal or private organization when the
Secretary, the Under Secretary, an As-
sistant Secretary, the General Counsel,
or a Regional Administrator, as appro-
priate, has determined that such service
would be beneficial to the Department
and provided that:

(1) The activity relates to the work of
the Department.

(2) The employee does not participate
by vote in the policy determinations of
the organization.

(3) The Department is in no way
bound by any vote or action taken by the
organization.
§ 0.735-213 Prohibited activities by for-

mer employees.
A former officer or employee or former

Special Government employee of the ex-
ecutive branch of the U.S. Government,
of any independent agency of the United
States or of the District of Columbia shall
not:

(a) At any time after his Government
employment has ended, knowingly act
as an agent or attorney for anyone other
than the United States in connection
with any matter involving a specific party
or parties in which the United States is
a party or has a direct or substantial
interest and in which he participated
personally and substantially as an officer
or employee for the Government through
decision, approval, disapproval, recom-
mendation, the rendering of advice, in-
vestigation, or otherwise while so em-
ployed. (18 U.S.C. 207(a).)

(b) Within 1 year after his Govern-
ment employment has ended, appear per-
sonally before any court or department
or agency of the Government as agent,
or attorney for, anyone other than the
United States in connection with any
matter involving a specific paxty or par-
ties in which the United States is a party
or directly or substantially interested,
and which was under his official responsi-
bility as an officer or employee of the
Government at any time within a period
of one year prior to the termination of
such responsibility (18 U.S.C. 202(b) and
207(b)).

§ 0.735-214 lMiscellaneous statutory pro.
visions.

Each employee shall a~quaint himself
with each statute that relates to his
ethical and other conduct as an employee
of the Department and of the Govern-
ment. The attention of each employee is
directed to the following statutory pro-
visions:

(a) House Concurrent Resolution 175,
85th Congress, second session, 72 Stat.
B12, the "Code of Ethics for Govern-
ment Service".

(b) Chapter 11 of Title 18, 'United
States Code, relating to bribery, graft,
and conflicts of interest, as appropriate
to the employees concerned.

(c) The prohibition against lobbying
with appropriated funds (18 U..C.
1913).

RULES AND REGULATIONS

(d) The prohibitions against disloyalty
and striking (5 U.S.C. 7311, 18 U.S.C.
1918).

(e) The prohibition against the em-
ployment of a member of a Communist
organization (50 U.S.C. 784).

(f) The prohibitions against (1) the
disclosure of classified information (18
U.S.C. 798, 50 U.S.C. 783): and (2) the
disclosure of confidential Information
(18 U.S.C. 1905).

(g) The provision relating to the
habitual use of intoxicants to excess (5
U.S.C. 7352).

(h) The prohibition against the mis-
use of a Government vehicle (31 U.S.C.
638a(c)).

(I) The prohibition against the mis-
use of the franking privilege (18 U.S.C.
1719).

(j) The prohibition against the use of
deceit in an examination or personnel
action in connection with Government
employment (18 U.S.C. 1917).

(k) The prohibition against fraud or
false statements in a Government matter
(18 U.S.C. 1001).

(1) The prohibition against mutilating
or destroying a public record (18 U.S.C.
2071).

(m) The prohibition against counter-
felting and forging transportation re-
quests (18 U.S.C. 508).

(n) The prohibitions against (1) em-
bezzlement of Government money or
property (18 U.S.C. 641); (2) failing to
account for public money (18 U.S.C. 643);
and (3) embezzlement of the money or
property of another person in the pos-
session of an employee by reason of his
employment (18 U.S.C. 654).

(o) The prohibition against unau-
thorized use of documents relating to
claims from or by the Government (18
U.S.C. 285).

(p) The prohibitions against political
activities in subehapter MIr of chapter 73
of title 5, United States Code, and 18
U.S.C. 602, 603, 607, and 608.

(q) The prohibition against an em-
ployee acting as the agent of a foreign
principal registered under the Foreign
Agents Registration Act (18 U.S.C. 219).

Subpart C-Conduct and tspons-
bilities of Special Governmont
Employees

§ 0.735-301 Uca of Government em-
ployment.

A special Government employee shall
not use his Government employment for
S purpose that is, or gives the appearance
of being, motivated by the desire for pri-
vate gain for himself or another person,
particularly one with whom he has fain-
fly, business, or financial ties.
§ 0.735-302 Use of inside information,

(a) A special Government employee
shall not use inside information obtained
as a result of his Government employ-
ment for private gain for himself or an-
other person either by direct action on
his part or by counsel, recommendation,
or suggestion to another person, particu-
laxly one with whom he has family, busi-
ness, or financial ties. For the purpose of

this section, "Inside information" meanm
Information obtained under Government
authority which has not become part of
the body of public information.

(b) Special Government employees
may teach, lecture, or writo In a manner
consistent with the proviziono of 0 0,735-
204(e).
§ 0.735-303 Coercion.

A special Government employee shall
not use his Government employment to
coerce, or give the appearance of coerc-
ing, a person to provide financial benefit
to himself or another person, particularly
one with whom he has family, busines,,
or financial ties.
§ 0.735-304 Gifts, entertainment, and

favors.

(a) Except as provided in paragraph
(b) of this section, a special Government
employee, while so employed or in con-
nection with his employment, chva not
receive or solicit from a perzon having
business with the Department anything
of monetary value al a g1ft, gratuity,
loan, entertainment, or favor for h!mself,
or another person, particularly one with
whom he has family, business, or flnan-
cial ties.

(b) The exceptions of § 0.735-203(b),
which are applicable to employees, aro
also applicable to special Government
employees.
§ 0.735-305 Applicability of other pro-

visions.
(a) Each special Government em-

ployee is subject to the provi'Sono of
§§ 0.735-201, 0.735-205(b), 0.735-200
through 0.735-210, 0.735-212, 0.735-213,
0.735-214, and 0.735-411.

(b) Each special Government employeo
shall acquaint himself with each statute
listed in § 0.735-214. A special Govern-
ment employee engaged on an irregular
or occasional basis is bound by the politi-
cal activity restrictions of the former
Hatch Act cited In § 0.735-214(p) only
while in an active duty status and for
the entire 24 hours of any day during
which he is actually employed.

Subpart D-Slaternens of Employ-
ment and Financial Intorosts

§ 0.735-401 Employees required to cub,.
mit statements.

"'Except as provided In § 0.735-403, the
following eategories of employees shall
submit statements of employment and
financial interest:

(a) Employees paid at P level of the
Executive schedule In subchapter I of
chapter 53 of title 5, United States Code.

(b) Employees clazsifled at 0S-13 or
,above who are in positions Identified In
the appendix to this part as positions the
incumbents of which are responsiblo for
making a Government decision or taking
a Government action in regard to:

(1) Contracting or procurement;
(2) Administering or monitoring

grants or subsidies;
(3) Regulating or auditing private or

other non-Federal enterprise; or
(4) Other activities where tho deal-

non or action has an economic impact
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on the interests of any non-Federal
enterprise.

(c) Employees classified at GS-13 or
above who are in positions which the
Department has determined have duties
and responsibilities which require the
incumbent to- report employment and
financial Interests in order to avoid in-
volvement in a possible conflicts-of-in-
terest situation and carry out the purpose
of law, Executive order, and this part.
The positions are identified in the ap-
pendix to this part. -

(d) Employees classified below GS-13
who are In positions which otherwise
meet the criteria in paragraph (b) or
(c) of this section. These positions have
been approved by the Civil Service Com-
inission as exceptions that are essential
to protect the integrity of the Govern-
ment and avoid employee involvement in
a possible conflict-of-nterest situation.
The positions are identified In the ap-
pendix to this part by footnote 1.
§ 0.735-402 Employee's complaint on

filing requirement.

Employees have the opportunity for
review through the Department's griev-
ance procedures of a complaint by an
employee that his position has been im-
properly included under these regulations
as one- requiring the submission of a
statement of employment and financial
interests.
§ 0.735-403 Employees not required to

submit statements.
(a) Employees In positions that meet

the criteria in § 0.735-401(b) may be ex-
cluded from the reporting requirement
when the Department Counselor deter-
mines that:

(1) The duties of a position arb such
that the likelihood of the incumbent's
involvement in a conflict-of-interest sit-
uation is remote;

(2) The duties of a position are at
such a level of responsibility that the
submission of a statement of employ-
ment and financial interests is not neces-
sary because of the degree of supervision
and review over the incumbent or the
Inconsequential effect on the integrity
of -the Government.

(b) A statement of employment and
financial interests is not required by this
subpart from the Secretary or a full-time
member of a committee, board, or com-
mission appointed by the President.
These employees are subject to separate
reporting requirements under section 401
of the Executive order.
§ 0.735-404 Time and place for sub-

mission of employees' statements.

(a) An employee required to submit a
statement of employment and financial
interests pursuant to § 0.735-401 and the
appendix to this part shall submit that
statement on Form HUD-844 (Revised)
to the official designated in paragraph
(c) of this section not later than:

(1) Ninety days after the effective
date of this part if employed on or before
that effective date; or

(2) Thirty days after his entrance on
duty, but not earlier .than 90 days after

the effective date, If appointed after
that effective date.

(b) Additions to, deletions from, and
other amendments of the list of positions
in the appendix to this part may be made
from time to time as necesary to carry
out the purpose of the law, Executive
Order 11222, and Part 735 of the Civil
Service Commission Regulations (5 CER
Part 735). Such amendments are effec-
tive upon actual notification to the n-
cumbents. The amended list shall be sub-
mitted at least annually for publication
in the FEDERAL REGISTER.

(c) All employees shall Submit their
statements directly to the General Coun-
sel of the Department as Derartment
Counselor for review and custody. Such
statements shall be enclosed in sealed
envelopes marked "Standards of Con-
duct-Department Counselor: Admin-
istratively Confidential". Statements
previously submitted to other than the
Department Counselor for review shall
be transferred to the Department Coun-
selor for custody.
§ 0.735-405 Supplementary statements.

(a) Changes In. or additions to, the
information contained in an employee's
statement shall be reported to the De-
partment Counselor In a supplementary
statement as of June 30 each year. If no
changes or additions occur, a negative
report is required.

(b) Notwithstanding the filing of the
annual report required by this section,
each employee shall at all times avoid
acquiring a financial Interest or engag-
ing In outside employment or other ac-
tivity that could result, or taklng an ac-
tion that would result, In a violation of
the conflict-of-interest provisions of sec-
tion 208 of title 18, United States Code, or
Subpart B of this part.
§ 0.735-406 Interests of employee's

relatives.
The interest of a spouse, minor child,

or other member of an employee's hmme-
diate household is considered to be an in-
terest of the employee. For the purpose
of this section, "member of an employee's
Immediate household" means those blood
relations who are residents of the em-
ployee's household.
§ 0.735-407 Information not Imown by

employees.
If any information required to be In-

cluded on a statement or supplementary
statement, including holdings placed in
trust, is not known to the employee but
is known to another person, the employee
shall request that other person to sub-
mit Information in his behalf.
§ 0.735-408 Information probibited.

This subpart does not require an em-
ployee to report information relating to
his connection with, or Interest In, a pro-
fessional society or a charitable, reli-
gious, social, fraternal, recreational, pub-
lic service, civic, or political organization
or a similar organization not conducted
as a business enterprise. For the purpose
of this section, educational and other in-
stitutions doing research and develop-

ment or relatcd wori involving grants of
money from or contracts with the Gov-
ernment are deemed "businez3 enter-
prize3" and are rcquired to be included
In an employee's statement.
§ 0.735-109 Confidentiality of employ-

ees' statements.
(a) Each statement of employment and

financial Intercstz, and each supplemen-
tary statement, shall be held In confi-
dence by the D.epartment. To insure this
confidentiality, the Civil Service Com-
misLion regulations provide that:

(1) The Dapartment shall designate
which ofllclals and employees are to re-
view and retain the statements;

(2) Ofilcials and employees designated
under subpararaph (1) of this para-
graph are responsible for maintaining
the statements In confidence and 1A
not allow acccss to. or allow information
to be disclo-sed from, a statement except
to carry out the purpoze of this par; and

(3) The Department may not disclose
information from a statement except as
the Civil Service Commison or the Sec-
reta-y may determine for good cause
shown.

(b) For the purpose of carrying out
the provisions of paragraph (a) (1) of
this cection, the Department Counselor
shalravle and retain employees' state-
ments.
§ 0.735-410 Effect of employee's state-

ments on otler requirements.

The statements and supplementary
statements required of employees pur-
suant to this par are In addition to, and
not In substitution for, or in derogation
of. any similar requirement Imposed by
law, order, or regulation. The submission
of a statement or supplementary state-
ment by an employee does not permit him
or any other person to participate in a
matter In which his or the other person's
participation Is prohibited by law, order,
or regulation.
§0.735-411 Specific provisions for

special Government employees.
(a) Except as provided in paragraph

(c) of this section, each special Gov-
em-" ent employee shall submit to the
Department Counselor for review and
custody Form HUD-44-A (Revised),
Statement of Employment and Financial
Interests.

(b) The provisions of §§ 0.735-407
through 0.735-410 are applicable to a

ecial Government employee who is re-
quired to file a statement.

(c) The Secretary or his designee may
waive the provisions of this section for
the submission of a statement In the case
of a special Government employee who
is not a consultant or an expert when
the Department finds that the duties of
the position held by that special Govern-
ment employea are of a nature and at
such level of responsibility that the sub-
mison of the statement by the ncum-
bent is not necess-ry to protect the Integ-
rity of the Government. For the purpose
of this paragraph, "consultant" and
"expert' have the meanings given those
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terms by Chapter 304 of the Federal Per-
connel Manual.

(d) A statement required to be sub-
mitted under this section shall ba sub-
mitted not later than the time of
employment of the special Government
employee. Each special Government em-
ployee shall keep his statement current
throughout his employment with the De-
partment by the submission of supple-
mentary statements.

APPENDIX-LIST OF POSITIONS SUBJ-cT To
SUBPART D

Officers and employees in the following
positions are subject to the provisions of
Subpart D of this part:

OmcIen or TuE SrcARY

Executive Assistant to the Secretary.
Administrative Officer to the Secretary.
Special Assistants to the Secretary.
Assistant to the Secretary for Labor Relations.
General Assistant Secretary.
Assistant to'the Secretary for Congressional

Relations.
Director, Office of Publilc Affairs.
Director, Office of International Affairs.

O'CE or THE UNIR SzcArA

Under Secretary.
Deputy Under Sqcretary for Policy Analysis

and Program Evaluation.
Special Assistants to the Under Secretary.

OrF'CE Or THE GENERAL COUNSEL

General Counsel.
Deputy General Counsels.
Special Assistants to the General Counsel.
Associate General Counsels.
Assistant General Counsels.
Regional Counsels.
Area Counsels.

AssTANT SZcTrrARY FoP CoL71uNr PLAN-
Nn'a AND MANAGEauNT

Assistant Secretary.
Deputy Assistant Secretary for Community

Planning and Management.
Director, Office of Administra;tion.
Director, Budget Division.
Director, Management and Administrative

Services Division.
Director, Management Information Division.
Director, Office of Policy and PrOgrim

Development.
Deputy Director, Office of Policy and Program

Development.
Director, Urban Growth Policy Division.
Director, Program Evaluation Division.
Director, Program Development Divislon.
Director, Office of Planning and Management

Grant3.
Director, Program Coordination Division.
Director, Field Suppore Division.
Director, Office of State and Local Manage-

ment A-sistance.
Director, Intergovernmental Relation

Division.
Director, Management Systems Division.
Director, Technical Assistance Division.
Director, Office of Community Goals and

Standards.
Director, Environmental and Land Use Plan-

ning Division.
Director, Relocation and Workable Programs

Division.
Director, Office of Ne1w Communiies

Development.
Deputy Director, Office of New Communities

Development.
Director, Application Review Divison.
Director, Project Msnagement Division.
Director, Governmental Liason Division.
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AsrsIsTAT SEcRnArS FOr. EuAL,
OPPORTUNIX

Assistant Secretary.
Special Assistants to Assistant Secretary.
Deputy Assistant Secretary for Equal Op-

portunity.
Director, Office of Housing Opportunity.
Deputy Director, Office of Housing Oppor-

tunity.
Director, Investigation Division.
Director, Conciliation Division.
Director, Practices and Review Division.
Director, Office of Contract Compliance and

Employment Opportunity.
Director, Contract Compliance Division.
Director, Job Development Division.
Director, Business Development Division.
Director, Program Planning and Evaluation.
Director, Education and Training Office.

ASSisTANT SECRTRLY FOR Housn-G PuODUC-
TION AND 1MORTGAGE CREDrr AND FDMAL
HOUSMG Coan-sIoN=

Assistant Secretary.
Deputy Assistant Secretary for Housing Pro-

duction and Mortgage Credit and Deputy
Federal Housing Commissioner.

Executive Assistant Commissioner.
Assistant Commissioner for Field Operations.
Assistant Commissioner for Technical and

Credit Standards.
Assistant Commissioner for Programs.
Assistant Commissioner for Subsidized Hous-

ing Programs.
Assistant Commissioner for Unsubsidized In-

sured Housing Programs.
Assistant Commissioner for Rehabilitation.
Assistant Commissioner for Administration.
Assistant Commissioner for Property Im-

provement.
Assistant Commissioner-Comptroller.
Administrator, Office of Interstato Land

Sales Registration.
Deputy Assistant Comm issioner for Technical

and Credit Standards.
Deputy Assistant Commissioner for Pro-

grans.!
Deputy Assistant Commisloner for Subli-

dized Housing Programs.
Deputy Administrator, Offica of Interstate

Land Sales Registration.
Director, Mortgage Insurance Programs Sup-

port Division.
Director, Publicly Financed Programs Sup-

port Division.
Director, Architecture and Engineering

Division.
Director, Subsidized Mortgage Insurance Di-

vision.
Director, Publicly Financed Housing Dlvi-

sion.
Director, Multifamily Division.
Director, Single Family Division.
Director, Participation and Complianco Bc-

view Division.
Director, Management and Operations Assist-

ance Division.
Director, Administrative ProceedinV Divi-

sion.
Director, Examination Division.

GovMNN rf NATION AL MOoAGn
Associavzs

President.
Executive Vice-President
Vice-President-Controller.
Secretary-Treasurer.
Executive Assistant.
Director, Office of Mortgage-Backed Securl-

ties.
Director of Iroana

ASSISTANT SErXTzAnY TOn COMsIAVIrv
DnVELOPZNT

Assistnt Secretary.
Deputy Assistant Secretary for Community

Development.
Executive Arsistant.
Special Assstant to the Asslitat Seiretary,
Director, Office of Mang-cment.
Director, Division of Program Budgotng,.
Director, Division of Organization and ITn-

agemont.
Director, Division of Local in-mce oand Ad-

ministrativo Praticca.
Director, Division of Administrative ,ervicc.
Director, Office of Policy rnd Rezoureo Dvol-

opment.
Deputy Director, Office of Policy and Resource

Development.
Director, Policy Davelopment DlvlIon.
Director, Evaluation Division.
Director, Rezourco Utilization Dlvilion,
Director, Program Regulations Division,
Director, Office of Program Support.
Director, Division of Field Support.
Deputy Director of Plield Support,
Director, Division of Technical Support.
Deputy Director, Dlvision of Tcohnlcal Sup-

port.
Chief, ADP and Program Statistlcs Braneh.
Chief, Conservation and Rehablitatlo

Branch.
Chief, Project Engincering Branch.
Chief, Real Estate Branch.

ASSISTANT SnrnTAnT Yon H1OV=10
MJNAOEIIENT

Assistant Secretary.
Deputy As-L-tant Secretary for Housing

Management.
Director, office of Administrativo and Local

Agency Services.
Director, Project Financing Staff.
Director, Office of Field Support..
Director, Office of Pro-r.m Development.
Director, Office of Housing Program
Director, Office of Counseling nd Community

Services.
Director, Office of Loan Management.
Director, Office of Property Disposition.
Audit Liaison Officer, Office of Admlnstrat v

and Local Agency Sorvicca.
Director, Budget Division, Offico of Adnini-

trative and Local Agency Servlce3.
Director, Local Agency Strvices Division, Of-

rco of Administrative and Local Agenoy
Services.

Supervisory Supply Management Officer,
Ma-intonance Engineering Division, Offico
of Housing Prorams.

Director, Reconditioning and Contraoting
Division, OMco of Propcrty Dispo:ition.

Director, Contractng BrAnch, Rcconditioning
and Contracting Division, Office ot Property
Dlspozition.

Cont racting Officers, Reconditioning and Con-
tracting Division, Ofce of Property Dispei-
tion.

Director, Emergency Prparcdnezi Staff.

AssIsANT SrCrTAnY ron RrenAnMs AND
TIOHNOLOOY

Amztant Secrotary.
Deputy AssLtant Secretary for Rczearh and

Technology.
Direortor, Office of Administratlon end

Operations
Admln tratvo Officer.
Director, Opet1on B1Rr=THROUG1L
Deputy Direator, Operation DIr_/=-

THROUGH.
Director, Site and Land Dovelopmont Dlvi-

sion.
Director, Technical Operations Dlvilion,
Direator, Markot Agroation Divlson.
Markot Aggregation Analyst.
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Director, Site Relations and N egotlations
Division.

Director, Special Projects.
Director, Technical Evaluation.
Director, Building Technology and Certifta-

tion Division.
Director, Environmental Factors and Public

Utilities Division.
Chief, Utilities Systems Research.
Director, Urban Renewal Demonstration

Division.
Director, Comprehensive Planning Research

Division.
Director, Business Participation Division.
Director, Oftice of Planning and Program

Control.
Program SpeciaUst.
Chairman, Urban Information Systems In-

teragency Committee.

F rzaAL INsunAO cz ADi=NI5 TioN

Federal Insurance Administrator.
Assistant Administrator for Program Devel-

opment.
Assistant Administrator (Flood Insurance).
Assistant Administrator (Urban Property In-

surance).
Assistant Administrator (Crime Insurance).
Director, Insurance Contracts Division.
Chief Actuary.
Assistant Administrator, Special Programs.
AsssTAsT SEC ARY 0 AD~n~ssaTxToz

AssistantSecretary.
Deputy Assistant Secretary for Administra-

tion.
Director, Financial Systems and Services.
Deputy Director, Financial Systems and

Services.
Director, Office of General Services.
Deputy Director, Office of General Services.
Director, Contracts and Agreements Division,

Office of General Services.
Deputy Director, Contracts and Agreements

Division, Office of General Services.
Director, Supply and Facilities Management

Division, Office of General Services.
Director, Office of Audit.
DeputyDirector, Office of Audit.-
Regional Audit Managers, Office of Audit.
Director. Office of Investigation.
Deputy Director, Office of Investigation.
Investigation Field Directors.
Director, FRA Audit Division, Office of Audit.
Deputy Director, PEA Audit Division, Office

of Audit.
REGONAL Orrics

Regional Administrator.
Deputy Regional Administrator.
Director, Progrm Planning.
Regional Breakthrough Director.
Assistant Regional Administrator for Com-

munity Planning and Management.
Assistant Regional Administrator for Com-

munityDevelopment.
Assistant Regional Administrator for Hous-

Ing Production and 'Mortgage Credit.
Production Coordinator.
Assistant Regional Administrator for Housing

aaement.
Loan and Contract Servicing Officer.
Assistant Regional Administrator for Equal

Opportunity.
Director, Contract Compliance and Employ-

ment Opportunity.
Director, Housing-Opportunity.
Business and Manpower Development Officer.

A 0r Orzc~s

Area Director.
Deputy Area Director.
Director, Operations Division.
Deputy Director, Operations Division.
Assistant Director, Technical Services

Branch.
Assistant Director, Single Family Operations

Branch.

Assistant Director, Planning and Relocation
Branch.

Director, Housing Management Division.
Director, Equal Opportunity Dlvision.

IrseUsni 0771M=
Director.
Deputy Director.
Assistant Director.
Assistant Director (Chief of Oprtion).
Chief Underwriter.
PART I-NONDISCRIMINATION IN

FEDERALLY ASSISTED PROGRAMS
OF THE DEPARTMENT OF HOUS-
ING AND URBAN DEVELOPMENT-
EFFECTUATION OF TITLE VI OF
THE CIL RIGHTS ACT OF 1964

Sec.
1.1 Purpoce.
1.2 Definitlons.
13 Application of Part 1.
1.4 Discrimination prohibited.
L Acsurances requircd.
1.6 Compliance information.
1.7 Conduct of invest gations.
1.8 Procedure for effecting compliance.
1.9 Hearings.
1.10 Decisions and notices.
1.11 Judicial review.
1.12 Effect on other regulations; forms and

instructions.
Appendix A.

ATOTzorrT: 7ho provisions of this Part 1
are issued under se. 602, 78 Stat. 232, 42
U.S.O. 2000d-1; w. 502(a). 62 Stat. 1283,
12 U.S.C. 1701c; and the laws lse In Ap-
pendrl Ato this Part 1.

§ 1.1 purpose
The purpose of this Part 1 is to effec-

tuate the provisions of Title VI of the
Civil Rights Act of 1964 (hereafter re-
ferred to as the "Act") to the end that
no person in the United States shall, on
the ground of race, color, or national
origin, be excluded from participation
in, be denied the benefits of, or be other-
wise subjected to discrImination under
any program or activity receiving Fed-
eral financial assistance from the De-
partment of Housing and Urban
Development.
§ 1.2 Definitions.

As used In this Part 1-
(a) The term '!Department" means

the Department of Houslng.and Urban
Development.
- Cb) The term "Secretary" means the

Secretary of the Department of Housing
and Urban Development.
(c) The term "responsible Depart-

ment official" means the Secretary or, to
the extent of any delegation of authority
by the Secretary to act under this Part
1, any other Department official to whom
the Secretary may hereafter delegate
such authority.

(d0 The term "United States" means
the States of the United States, the Dis-
trict of Columbia, Puerto Rico, the Vir-
gin Islands, American Smnoa, Guam,
Wake Island, the Canal Zone, and the
territories and possessions of the United
States, and the term "State" means any
one of the foregoing.
(e) The term "Federal finacial as-

sstance" includes (I) grants, loans, and
advances of Federal funds, (2) the grant

or donation of Federal property and in-
tereats in property, (3) the detail of Fed-
eral personnel, (4) the sale and leA.se of,
and the permls:son to use (on other than
a casual or transient basis), Federal
property or any Interest In such property
without consideration or at a nominal
consideration or at a consideration
which Is reduced for the purpo-e of as-
nisting the recipient, or in recognition of
the public InterLst to be served by such
sale or lease to the recipient, and (5) any
Federal agreement, arrangement, or
other contract which has as one of its
purposes the provision of asistance.
The term "Federal financial assistance"
does not include a contract of insurance
or guaranty.

(f) The term "reciplent" means any
State, political subdivision of any State,
or Instrumentality of any State or polit-
ical subdivislion, any public or private
agency, Institution, organization, or
other entity, or any IndividuaL, In any
State, to whom Federal financial as lst-
ance Is extended, directly or through
another recipient, for any program or
activity, or who otherwise participates
in carrying out such program or activity
(such as a redeveloper in the Urban Re-
newal Program), ncluding any suc-
cessor, assign, or transferee thereof, buat
such term does not Include any ultimate
beneficiary under any such program or
Atctivity.

(g) The term "applicant" means one
who submIts an application, contzc,
request, or plan requiring Department
approval as a condition to eligibility for
Federal financial assistance, and the
term "application" means such an ap-
plication, contract, request, orplan.
§ 1.3 Application of Part 1.

This Part 1 applies to any program or
activity for which Federal financial as-
sistance Is authrized under a law ad-
ministered by the Department, including
any program or activity assisted under
the statutes listed in Appendix A of this
Part 1. It applies to money paid, property
transferred, or other Federal financial
assistance extended to any such program
or activity after the effective date of
this Part 1. This Part 1 does not apply
to (a) any Federal financal assistance
by way of Insurance or guaranty con-
tracts, (b) money paid, property trans-
ferred, or other assistance extended to
any such program or activity before the
effective date of this Part 1, (c) any as-
sistance to any person who is the ulti-
mate beneficiary under any such prd-
gram or activity, or (d) any employment
practice, under any such program or
activity, of any employer, employment
agency, or labor organization, except to
the extent described in § 1.4(c). The fact
that.certn financial assistance is not
listed In Appendix A shall not mean, If
title VI of the Act Is otherwise appli-
cable, that such financial assistance is
not covered. Other flancialassistance
under statutes now In force or herein-
after enacted may be added to this list
by notice publissedn the F=nAL REuss-
TErn
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§ 1.4 Discrimination prohibited.
(a) General. No person in the United

States, shall, on the ground of race, color,
or national origin, be excluded from par-
ticipation in, be denied the benefits of,
or be otherwise subjected to discrimina-
tion under any program or activity to
which this Part 1 applies. I

(b) Speciflc discriminatory actions
prohibited. (1) A recipient under any
program or activity to which this Part 1
applies, may not, directly or through con-
tractual or other arrangements, on the
ground of race, color, or natural origin:

(I) Deny a person any housing, ac-
commodations, facilities, services, finan-
cial aid, or other benefits provided under
the program or activity;

(ii) Provide any housing, accommoda-
tions, facilities, services, financial aid, or
other benefits to a person which are dif-
ferent, or are provided in a different
manner, from those provided to others
under the program or activity;-

(ill) Subject a person to segregation
or separate treatment in any matter re-
lated to his receipt of housing, accom-
modations, facilities, services,' fnancial
aid, or other benefits under the program
or activity;

(iv) Restrict a person in any way in
access to such housing, accommodations,
facilities, services, financial aid, or other
benefits, or in the enjoyment of any ad-
vantage or privilege enjoyed by others in
connection with such housing, accommo-
dations, facilities, services, financial aid,
or other benefits under the program or
activity;

(v) Treat a person differently from
others in determining whether he satis-
fies any occupancy, admission, enroll-
ment, eligibility, membership, or other
requirement or condition .which persons
must meet "in order to be provided any
housing, accommodations, facilities,
services, financial aid, or other benefits
provided under the program or activity;

(vi) Deny a person opportunity to par-
tilcipate in the program or activity
through the provision of services or
otherwise, or afford him an opportunity
to do so which is different from that af-
forded others under the program or ac-
tivity (including the opportunity to
participate in the program or activity as
an employee but only to the extent set
forth in paragraph (c) of this section).

(2) (1) A recipient, in determining the
location or types of housing, accommoda-
tions, facilities, services, financial aid,
or other benefits which will be provided
under any such program or activity, or
the class of persons to whom, or -the
situations in which, such housing, ac-
commodations, facilities, services, finan-
cial aid, or other benefits will be pro-
vided under any such program or activ-
ity, or the class of persons to be afforded
an opportunity to participate in any such
program or activity, may not, directly or
through contractural or other arrange-
ments, utilize criteria or methods of ad-
ministration which have the effect of
subjecting persons to discrimination be-
cause of their race, color, or national

origin, or have the effect of defeating or
substantially impairing accomplishment
of the objectives of the program or ac-
tivity as respect persons of a particular
race, color, or national origin.

(I) A recipient, in operating low-rent
housing with Federal financial assistance
under the United States Housing Act of
1937, as amended (42 U.S.C.1401 et seq.),
shall assign eligible applicants to dwelling
units in accordance with a plan, duly
adopted by the recipient and approved
by the responsible Department official,
providing for assignment on a com-
munity-wide basis in sequence based
upon the date and time the application is
received, the size or type of unit suitable,
and factors affecting preference or
priority established by the recipients
regulations, which are not inconsistent
with the objectives of Title VI of the
Civil Rights Act of 1964 and this Part 1.
The plan may allow an applicant to re-
fuse a tendered vacancy for good cause
without losing his standing on the list,
but shall limit the number of refusals
without cause as prescribed by the re-
sponsible Department official. The re-
sponsible Department official is author-
ized to prescribe and promulgate plans,
exceptions, procedures, and requirements
for the assignment and reassignment of
eligible applicants and tenants consistent
with the purpose of this subdivision (1i),
this Part 1, and Title VI of the Civil
Rights Act of 1964, in order to effectuate
and insure compliance with the require-
ments imposed thereunder.

(3) As used in this Part 1 the housing,
accommodations, facilities, services, fi-
nancial aid, or other benefits provided
under a program or activity receiving
Federal financial assistance shall be
deemed to include any housing, accom-
modations, facilities, services, financial
aid, or other benefits provided in or
through a facility provided with the aid
of Federal financial assistance.

(4) The enumeration of specific forms
of prohibited discrimination in para-"
graphs (b) and (c) of this section does
not limit the generality of the prohibi-
tion in paragraph (a) of this section.

(c) Employment practices. Where a
primary objective of the Federal finan-
cial assistance to a program or activity
to which this Part 1 applies is to provide
employment, a recipient may not, di-
rectly or through contractual or other
arrangements, subject a person to dis-
crimination on the ground of race, color,
or national origin in its employment
practices under such program or activity
(including recruitment or recruitment
advertising, employment, lay-off, or ter-
mination, up-grading, demotion, or
transfer, rates of pay or other forms of
compensation and use of facilities). The
requirements applicable to construction
employment under such program or ac-
tivity shall be those specified in or pur-
suant to Part 311 of Executive Order
11246 or any Executive order which
supersedes or amends it.

(d) Exception. A person shall not be
deemed subjected to discrimination by
reason of his exclusion rom the benefits

of a program or activity limited by Fed-
eral law to individuals of a particular
race, color, or national origin different
from his.
(79 Stat. 669; 42 U.S.C. 1451)

§ 1.5 Assurances required.
(a) General. Every contract for Fed-

eral financial assistance to carry out a
program or activity to which this Part I"
applies, executed on or after the effec-
tive date of this Part 1, and every appli-
cation for such Federal financial assIst-
ance submitted on or after such effective
date, shall, as a condition to Its approval
and the extension of any Federal flnan
cial assistance pursuant to such contract
or application, contain or be accom-
panied by an assurance that the program
or activity will be conducted and the
h o u sin g, accommodations, facilities,
services, financial aid, or other bcnefltz
to be provided will be operated and ad-
ministered in compliance with all re-
quirements imposed by or pursuant to
this Part 1. In the case of a contract or
application for Federal financial aslst-
ance to provide real property or struc-
tures thereon, the assurance shall
obligate the recipient, or, in the case of
a subsequent transfer, the transferee, for
the period during which the real prop-
erty or structures are used for a purpose
for which the Federal financial assist-
ance Is extended or for another purpose
involving the provision of similar bene-
fits. In the case of personal property
the assurance shall obligate the recipient
for the period during which he retains
ownership or possession of the property.
In all other cases the assurance shall
obligate the recipient for the period dur-
ing which Federal financial assistance Is
extended pursuant to the contract or ap-
pllcation. The responsible Department
official shall specify the form of the fore-
going assurance for such program or
activity, and the extent to which like as-
surances will be required of subarantee,
contractors and subcontractors, trans-
ferees, successors in interest, and other
participants in the program or activity.
Any such assurance shall include pro-
visions which give the United States a
right to seek Its Judicial enforcement.

(b) Pre-existing contracts-funds not
disbursed. In any case where a contract
for Federal financial assistance, to carry
out a program or activity to which this
Part 1 applies, has been executed prior to
the effective date of this Part 1, and the
funds have not been fully disbursed by
the Department, the responsible Depart-
ment official shall, where necessary to
effectuate the purposes of this Part 1,
require an assurance similar to that pro-
vided in paragraph (a) of this section as
a condition to the disbursement of
further funds.
(c) Pre-existing contracts-periodic

payments. In any case where a contract
for Federal financial assistance, to carry
out a program or activity to which this
Part 1 applies, has been executed prior
to the effective date of this Part 1, and
provides for periodic payments for the
continuation of the program or activity,
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the recipient shall, in connection with
the first application for such periodic
payments oil or after the effective date
of this Part 1, (1) submit a statement
that the program or activity Is being
conducted in compliance with all re-
quirements imposed by or pursuant to
this Part 1, or a statement of the extent
to which it is not, at the time the state-
ment is made, so conducted, and (2) pro-
vide such methods of administration for
the program or activity as are found by
the responsible Department official to
give ieasonable assurance that the
recipient will comply with all require-
ments imposed by or pursuant to this
Part 1, or reasonable assurance that any
noncompliance indicated in the state-
ment under clause (1) will be corrected.
(d) Assurances from institutions. (1)

In the case of any application for Fed-
eral friancial assistance to an institution
of higher education, the assurance re-
quired by this section shall extend to
admissiori practices and to all other prac-
tices relating to the treatment of stu-
dents.

(2) The assurance required with re-
spect to an institution of higher educa-
tion, hospital, or any other institution,
insofar as the assurance relates to the
institution's practices with respect to
admission or other treatment of persons
as students, patients, or clients of the
institution or to the opportunity to par-
ticipate in the provision of services or
other benefits to such persons, shall be
applicable to the entire institution unless
the applicant establishes, to the satis-
faction of the responsible Department
official, that the institution's practices in
designated parts or programs of the in-
stitutionwill inno way affect its practices
in the program of the institution for
which Federal financial assistance is
sought, or the beneficiaries of or partici-
pants in such program. If in any such
case the assistance sought is for the con-
struction of a facility or part of a facllty,
the assurance shall In any event extend
to the entird facility and to facilities
operated in connection therewith.

§ 1.6 Compliance information.
(a) Cooperation and assistance. The

responsible Department official and each
Department official who by law or dele-
gation has the principal responsibility
within the Department for the adminis-
tration of any law extending financlal
assistance subject to this Part 1 shall to
the fullest extent practicable seek the
cooperation of recipients in obtaining
compliance with this Part I and shall
-provide assistance and guidance to re-
cipients to help them comply voluntarily
with this Part 1.

(b) Compliance relports. Each recip-
ient shall keep such records and submit
to the responsible Department official or
his designee timely, complete, and ac-
curate compliance reports at such times,
andinsuch form and containing suchin-
formation, as the responsible Depart-
ment official or his designee may deter-
mine to be necessary to enable him to
ascertain whether the-recipient has com-
plied or is complying with this Part 1.

(c) Acces to sources of information.
Each recipient shall permit access by the
responsible Department official or his
designee during normal businecs hours to
such of its books, records, accounts, and
other sources of information, and Its fa-
cilities as may be pertinent to ascertain
compliance with this Part 1. Where any
information required of a recipient is In
the exclusive possession of any other
agency, institution, or person and this
agency, institution, or person shall fall
or refuse to furnish this Information,
the recipient shall so certify in its report
and shall set forth what efforts it has
made to obtain the information.

(d) Information to beneficiari s and
participants. Each recipient shall make
available to participants, beneficiaries,
and other interested persons such infor-
mation regarding the provisions of this
Part 1 and Its applicability to the pro-
gram or activity under which the reclpi-
ent receives Federal financial assistance,
and make such information available to
them in such manner, as the responsible
Department oMcal finds necessary to ap-
prise such persons of the protections
against discrimination assured them by
the Act and this Part L
§ 1.7 Conduct of investigations.

(a) Periodic compliance reviews. The
responsible Department official or his
designee shall from time to time review
the practices of recipients to determine
whether they are complying with this
Part 1.

Cb) Complaints. Anypersonwhobe-
lieves himself or any specific clas of
persons to be subjected to discrimina-
tion prohibited by this Part 1 may by
himself or by a representative file with
the responsible Department official or his
designee a written complaint. A com-
plaint must be filed not later than 90
days from the date of the alleued dis-
crimination, unless the time for filing is
extended by the responsible Department
official or his designee.

(c) Investigations. The responsible
Department official or his designee shall
make a prompt investigation whenever a
compliance review, report, complaint, or
any other information indicates a pos-
sible failure to comply with this Part 1.
The nvestigation should include, where
appropriate, a review of the pertinent
practices and policies of the recipient,
the circumstances under which the pos-
sible noncompliance with this Part 1 oc-
curred, and other factors relevant to a
determination as to whether the recipl-
ent has failed to comply with this Part 1.

(d) Resolution of matters. (1) If an
investigation pursuant to paragraph (c)
of this section indicates a failure to com-
ply with this Part 1, the responrible
Department officlal or his designee will so
Inform the recipient and the matter will
be resolved by informal means whenever
possible. If it has been determined that
the matter cannot be resolved by infor-
mal means, action will be taken as pro-
vided forIn § 1.8.

(2) If an investigation does not war-
rant action pursuant to paragraph (d)
(1) of this section the responsible

Department of clal or his designee will so
inform the recipient and the complain-
ant if any, in v.rting.
(e) Intimidato7y or retaliatory acts

prohibited. No recipient or other person
shall ntimidate, threaten, coerce, or dis-
criminate against any person for the
purpose of interfering with any right or
privileae secured by Title VI of the Act
of this Part 1, or b.cause he has made a
complaint, testlfied, assisted, or par-
tlclpated in any manner in an investiga-
tion, proceedln , or hearing under this
Part 1. The Identity of complainants
shall be kept confidential except to the
extent necessary to carry out the pur-
poses of this Part 1, including the con-
duct of any Inveztigation, hearing, or
Judicial proceeding arising thereunder.
§ 1.8 Procedure for efecting compli-

anice.
(a) GeneraL If there appears to be a

failure or threatened failure to comply
with this Part 1, and if the noncompli-
ance or threatened noncompliance can-
not be corrected by informal means, com-
pliance with this Part 1, may be effected
by the suspension or termination of or
refusal to grant or to continue Federal
financial assistance, or by any other
means authorized by law. Such other
means may include, but are not limited
to, (1) a reference to the Department of
Justice with a recommendation that ap-
propriate proceedings be brought to en-
force any rights of the United States
under any law of the United States (l-
cluding other titles of the Act), or any
assurance or other contractual under-
taking, and (2) any applicable proceed-
Ing under State or local law.
(b) Noncompliance with § 1.5. If an

applicant fails or refuses to furnish an
assurance required under § 1.5 or other-
wise fals or refuses to comply with the
requirement Imposed by or pursuant to
that sectlon, Federal financial a.Js+.ance
may be refused In accordance with the
procedures of paragraph (c) of this sec-
tion. The Department shall not be re-
quired to provide assistance in such a case
during the pendency of the administra-
tive proceedings under such paragraph,
except that the Department shall con-
tinue assistance during the pendency of
such proceedings where such assistance is
due and payable pursuant to a contract
therefor approved prior to the effective
date of this Part 1.
(c) Tenrnfnation of or refusal to grant

or to continue Federal filnancial assst-
ance. N1o order suspending, terminat-
ing, or refusing to grant or continue Fed-
eral financel "s t citanCe shall become
effective until () the responsible
Department offlcial has advised the appli-
cant or reclplnt of his failure to comply
and has determined that compliance can-
not be secured by voluntary means, (2)
there has been an exprezs finding on the
record, after opportunity for hearing.
of a failure by the applicant or recipient
to comply with a requirement Imposed by
or pursuant to this Part 1, (3) the action
has been approved by the Secretar,
and (4) the expiration of 30 days after "
the Secretary h,s filed with the
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committees of the House and Senate
having legislative Jurisdiction over the
program or activity involved, a full
written report of the circumstances and
the grounds for such action. Any ac-
tion to suspend or terminate or to refuse
to grant or to continue Federal financial
assistance shall be limited to the particu-
lar political entity, or part thereof, or
other recipient as to whom such a finding
has been made and shall be limited in
its effect to the particular program, or
part thereof, in which such noncompli-
ance has been so found.

(d) Other means authorized by law.
No action to effect compliance by any
other means authprized by law shall be
taken until (1) the responsible Depart-
ment official has determined that com-
pliance cannot be secured by voluntary
means, (2) the action has been approved
by the Secretary, (3) the applicant or re-
cipient has been notified of its failure to
comply and of the action to be taken
to effect compliance, and (4) the expira-
tion of at least ten days from the mailing
of such notice to the applicant or recip-
ient. During this period of at least ten
days additional efforts shall be made to
persuade the applicant or recipient to
comply with this Part 1 and to take such
corrective action as may be appropriate.
§ 1.9 Hearings.

(a) Opportunity for hearing. When-
ever an opportunity for a hearing is re-
quired by § 1.8(c), reasonable notice
shall be given by registered or certified
mail, return receipt requested, to the
affected applicant or recipient. This
notice shall advise the applicant or re-
cipient of the action proposed to be
taken, the specific provision under which
the proposed action against it is to be
taken, and the matters of fact or law
asserted as the basis for this action, and
either (1) fix a date not less than 20
days after the date of such notice within
which the applicant or recipient may
request of the responsible Department
official that the matter be scheduled for
hearing or (2) advise the applicant or re-
cipient that the matter in question has
been set down for hearing at a stated
time and place. The time and place so
fixed shall be reasonable and shall be sub-
ject to change for cause. The complain-
ant, if any, shall be advised of the time
and place of the hearing. An applicant
or recipient may waive a hearing and sub-
mit written information and argument
for the record. The failure of an appli-
cant or recipient to request a hearing
under this paragraph (a) or to appear at
a hearing for which a date has been set
shall be deemed to be a waiver of the
right to a hearing under section 602 of
the Act and § 1.8(c) of this Part 1 and
consent to the making of a decision on
the basis of such Information as is
available.

(b) Time and place of hearing. Hear-
ings shall be held at the offices of the
Department in Washington, D.C., at a
time fixed by the responsible Department
official unless .he determines that the
convenience of the applicant or recipient
or of the Department requires that an-

other place be selected. Hearings shall be
held before the responsible Department
official or, at his discretion, before a hear-
ing examiner designated in accordance
with sections 3105 and 3344 of title 5,
United States Code.

(c) Right to counseL In all proceed-
ings under this section, the applicant or
recipient and the Department shall have
the right to be represented by counsel.

(d) Procedures, evidence, and record.
(1) The hearing, decision, and any ad-
ministrative review thereof shall be con-
dueted in conformity with 5 U.S.C. 554-
557 and in accordance with the practice
and procedure for hearings issued by the
Department and published in Part 2 of
this subtitlte relating to the conduct of
the hearing, giving of notices subsequent
to those provided for in paragraph (a)
of this section, taking of testimony, ex-
bibits, arguments and briefs, requests
for findings, and other related matters.
Both the Department and the applicant
or recipient shall be entitled to introduce
all relevant evidence on the issues as
stated in the notice for hearing or as
determined by the officer conducting the
hearing at the outset of or during the
hearing.

(2) Technical rules of evidence shall
not apply to hearings conducted pursu-
ant to this Part 1, but rules or principles
designed to assure production of the
most credible evidence available and to
subject testimony to test by cross-exam-
ination shall be applied where reason-
ably necessary by the officer conducting
the hearing. The hearing officer may
exclude irrelevant, immaterial, or un-
duly repetitious evidence. All docu-
ments and other evidence offered or
taken for the record shall be open to
examination by the Agency and the ap-
plicant or recipient, and opportunity
shall be given to refute facts and argu-
ments advanced on either side of the
issues. A transcript shall be made of
the oral evidence except to the extent
the substance thereof is stipulated for
the record. All decisions shall be based
upon the hearing record and written
findings shall be made.

(e) Consolidated or Joint hearings.
In cases In which the same or related
facts with respect to two or more pro-
grams or activities to which this Part 1
applies are asserted to constitute non-
compliance with this Part 1 or noncom-
pliance with this Part 1 and the regu-
lations of one or more other Federal
departments or agencies issued under
Title VI of the Act, the Secretary
may, by agreement with such other de-
partments or agencies, where applicable,
provide for the conduct of consolidated
or joint hearings, and for the applica-
tion to such hearings of rules of pro-
cedure not inconsistent with this Part 1.
Final decisions In such cases, insofar as
this Part 1 is concerned, shall be made
in accordance with § 1.10.
§ 1.10 Decisions and notices.

(a) Decision by person other than the
responsible Department official. If the
hearing is held by a hearing examiner,
such hearing examiner shall either make

an initial decision, if so authorized, or
certify the entire record including his
recommended findings and propoied de-
cision to the responsible Department offi-
clal for a final decision, and a copy of
such initial decision or certification shall
be mailed to the applicant or recipient
by certified or registered mail, return re-
ceipt requested. Where the Initial deci-
sion is made by the hearing examiner,
the applicant or recipient may, within
the period provided for In the rules of
procedure Issued by the Department
(Part 2 of this subtitle), file with the
responsible Department official his ex-
ceptions to the initial decision, with hi.
reasons therefor. In the absence of ex-
ceptions, the responsible Department of-
ficial may on his own motion within 45
days after the initial decision serve on the
applicant or recipient a notice that he
will review the decision. Upon the filing
of such exceptions or Of such notio of
review the responsible Department official
shall review the initial decision and
issue his own decision thereon including
the reasons therefor. In the absence of
either exceptions or a notice of review
the initial decision shall constitute the
final decision of the responsible Depart-
ment official, in which event a copy shall
also be sent to the complainant.

(b) Decisions on record or review by
the responsible Department official.
Whenever a record is certified to the re-
sponsible Department official for decision
or he reviews the decision of a hearing
examiner pursuant to paragraph (a) of
this section, or whenever the responsible
Department official conducts the hearing,
the applicant or recipient shall be given
reasonable opportunity to file with him
briefs or other written statements of its
contentions, and a copy of the final deci-
sion of the responsible Department offi-
cial shall be given in writing to the ap-
plicant or recipient, and to the complain-
ant, if any, by certified or registered mail,
return receipt requested.

(c) Decisions on record where a hear-
ing is waived. Whenever a hearing Is
waived pursuant to § 1.9(a) a decision
shall be made by the responsible Depart-
ment official on the record and a copy of
such decision shall be given In writing to
the applicant or recipient, and to the
complainant, if any, by certified or regis-
tered mail, return receipt requested.

(d) Rulings required. Each decision
of a hearing examiner or responsible
Department official shall set forth his
ruling on each finding, conclusion, or ex-
ception presented, and shall identify the
requirement or requirements imposed by
or pursuant to this Part 1 with which it
is found that the applicant or recoiplent
has failed to comply.

(e) Content of orders. The final de-
cision may provide for suspension or
termination of, or refusal to grant or
continue Federal financial assistance, In
whole or in part, under the program or
activity involved, and may contain such
terms, conditions, and other provisions
as are consistent with and will effectuate
the purposes of the Act and this Part 1,
including provisions designed to assure
that no Federal financial assistance will

FEDERAL REGISTER, VOL. 36, NO. 246-WEDNESDAY, DECEMBER 22, 1971

24412



RULES AND REGULATIONS

thereafter be extended under such pro- 1 to similar programs or activities and In
gram or activity to the applicant or similar situations.
recipient determined by such decision to Appr nix A
be in default in its performance of an
assurance given by it pursuant to this TOF HF1 cSL MI UUTCO DSPX=i-Part 1, or to have otherwise failed to' TO nUCH TIIES APR I DOP'

comply with this Part 1. unless and until 1. Advance Acquisition of Land. Sc. 704.
it corrects its noncompliance and satis- Housing and Urban Development Act of 190.3,
fies the responsible Department official 42 U.S.C. 3104.
that it will fully comply with this Part 1. 2. Alaska Housing A-tanco. aSc 1004,

1.11 Judicial review. Demonstmtion Cities and Metroplitan Dovel-
opment Act of 1966, 42 U.S.C. 3371.

Action taken pursuant to section 602 3. Assstance to Nonprofit Sponsors of Low
of the Act is subject to Judicial review as and Moderate Income Housing. Sec. 100,
provided in section 603 of the Act. Housing and Urban Development Act of 193,

- 12 U.S.C. 1701x.
1.12 Effect on other regulations; 4. College Housing Pro-ram. Titlo IV,

forms and instructions. Housing Act of 1950,12 U.S.C. 1749.
5. Community Disposition Pczgraim. Atoml

(a) Effect on ot he'r regions..All Energy Community Act of 1955. S=s. 11-13,
regulations, orders, or like directions 21, 31-36, 41-43. 51-57, 61-CO, 101-103, 111-
heretofore issued by any officer of the 119. 42 U.S.C. 2301; E.o. 11105. 28 .R. 3963.
Departnent which Impose requirements 6. 'Comprehensve Planning Assistance and
designed to prohibit any discrimination Comprehensive Pannin Rezearch and Dem-
against persons on the ground of race, onstration Programs. Se 701, HousnG Act or
color, or national origin under any pro- 1954, 40 U.S.C. 461.
gram or activity to which this Part Iap- 7. Federal-State Training and City Plan-

gramoractivitowhich iths en ning and Urban Studies Followsrhip Prog m.
plies, and which authorize the suspen- Title VIII. Housing Act of 1904, 20 U.S.C.
sion or termination of or refusal to grant 801-307.
or to continue Federal financial assist- 8. Homo Ownershp for Lower Income
ance to any applicant or recipient of Failies. Sec. 235, National Housing Act, 12
such assistance under such program or U.S.C. 1715z.
activity for failure to comply with such 9. Housing for Elderly or Handicappcd. Sec.
requirements, are hereby superseded to 202, Housing Act of 1959, 12 U.S.C. 1701q.

ation Is 10. Lon and Grant Assistance for Plan-the extent that such discinin ] ning Housing Projects In Appalachia, Sec. 207,prohibited by this Part 1, except that Appalachlin Regional Development Act of
nothing in this Part 1 shall be deemed 1965. as amended, 81 Stat. 237,40 U.S.C. App.
to relieve any person of any obligation 207.
assumed or imposed under any such su- 11. Low-Income Housing Demonstration
perseded regulation, order, instruction, Grant Program. Sec. 207, Housing Act of 10 01
or like direction prior to the effective 42 U.S.C. 1436.
date of this Part 1. Nothing in this Part 12. Low-Rent Public Housing Prog-am (in-

e luding housing In private accommodations)1, however, shall be deemed to supersede United States Housing Act of 1937, 42 U.S.C.
any of the following (including future 1401.
amendments thereof) : (1) Executive 13. Model Cities Program. Title I, Demon-
Orders 11246 and 11375 and regulations straton Cities and Metropolitan Develop-
issued thereunder, or (2) Executive ment Act of 1966,42 U.S.C. 3301.
Order 11063 and regulations issued 14. National Flood Insurance Program.
thereunder, or any other Order, regula- Title XIII. Housing and Urban Development

Act of 1968, 42 U.S.C. 4001.
tions or instructions, insofar as such 15. Neighborhood Facilities Grants. Sc.
Order, regulations, or instructions pro- 703, Housing and Urban Development Act of
hibit discrimination on the ground of 1965, 42 us.C. 3103.
race, color, or national origin in any pro- 16. New Communities. Title IV. Housing
gram or activity or situation to which and Urban Development Act of 1968,42 U.S.C.
this Part 1 is inapplicable, or prohibit 3901.
discrimination on any other ground. 17. New Technologles In the Development

of Housing for Lower Income Famllle. Sec.
(b) Forms and instructions. Each 108. Housing and Urban Development Act of

responsible Department official shall is- 1968, 12 U.S.C: 1701z.
sue and promptly make available to in- 18. Open-Space Land, Urban Beautification,
terested persons forms and detailed in- Historic Preservation, and Demonstration,.
structions and procedures for effectuat- Title VII, Housing Act of 1001, 42 U.S.C.
ing this Part 1 as applied to programs 1500-1500e.

19. Public Facilities Liquidating Programa.and activities to which this Part 1 ap- See, generally, Title II of Independent Ofces
plies and for which he is responsible. Appropriation Act of 1955, Public Law 83-428,

(C) Supervion and coordination. 12 US.C. 1701g-5.
The Secretary may from time to time 20. Public Facility Loans Program. Tltle Ir,
assign to officials of the Department, or Housing Amendments of 1955, 42 U.S.C.
to officials of other departments or agen- 1491-1497 except 1492(a) (2), Assistance for

as Transportation Facilities and Equip-cies of the Government with the consent ment (transferred to Secretary of Transpor-
of such department or agency, respon- tatlon by Reorganization Plan No. 2 of 1908,
sibilities in connection with the effectua- 33 F.R, 6905).
tion of the Purposes of Title VI of the Act 21. Public Works Acceleration Act Program.
and this Part 1 (other than responsibility Public Works Acceleration Act, 42 U.S.C. 2G41.
for final decision as provided in § 1.10), - 22. Public Works Planning Advances. Sec.
including the achievement of effective 702, Housing Act of 1954, 40 U.S.C. 402.
coordination and maximum uniformity 23. Rehabilitation Loan Pro-ram. See. 312,

Housing Act of 1904. 42 U.S.O. 1452.within the Department -and within the 24. Rent Supplement Program. Sc. 101,
Executive Branch of the Government in Housing and Urban Development Act of 1005,
the application of Title VI and this Part 12 U.S.C. 1701s.

25. Rental and Cs:paratva Ho ang for
Lowvr Income Families. Sca. 236, National
Houslng Act, 12 U.S.C. 1715z-1.

20;. Sec~al Assitance Func.tions. Sec. 30%.
National Houing Act, 12 U.S.C. 1720, includ-
ing pucha-a of bolov marhet Interest rate
mortaagc Inurcl by FHA under section
221(d) (3). Nationa Housing Act, 12 U.S.C.
17151(d) t3).

27. Urban Information and Technical As-
si-tance Service. Title IX. Damonstration
Cities and Matropalltan Davelopment Act of
1069, 42 U.S.C. 3351-3330.

23. Urban Zi.az Tramnpartation Programs
(Reerch, Developmant and Damotmaton
Prjocctz: Grants for Technical Studies;
Gtantz for FRszch and Training). Sections
0(a), 9. and 11 of the "Urban Mass Trans-
portation Act of 1964. no amended;" Ee-
oranization Plan No. 2 of 1963,33 P.R. E365;
49 US.C. 1695(a). 1607(a). ICO7(c).

23. Urban Renc-mal Dmonat raon Grant
Pro.ram. Sc. 314, Houing Act of 1954, 42
U.S.C. 14523.

30. Urban Renewal Program (Urban Re-
newal Proects and Nelghborhod Develop-
ment Prcgram, Cslo flnforcement Progams,
Dnotion PrZrams, Rehabilitation Grants,
Interim As=etanca Grants, and Community
Rnewl Frcrania). Title I. Housing Act of
199, 42 U.S.C. 140.

31. Urban Research and Technology. Title
ImI. Housing Act of 1948, 12 U.S.C. 17Ole,
1701f; c s. C32, HouIng Act of 1956, 12 U.-.C.
170ld-3; and =. 1010 and 1011, Demonstra-
tion Cities and ?etropolitan Development
Act of 100. 42 U.S.C. 3372 and 3373.

32. WVatr and Sewer Facilitle Grants. Sec.
702. Housing and Urban Development Act of
1965, 42 U.SoC. 3102.

PART 2-PRACTICE AND PROCEDURE
FOR HEAPINGS UNDER PART 1 OF
THIS SUBTITLE

Subpart A-Gonorl Information
21 SCop3 of rules.
2.2 Recards to be public.
2.3 Use of gender and number.
2.4 Supcns!on of rules.

Subpart 0-Appcornco and Practice

2.11 Apparanc.
2.12 Authority for representation.
2.13 Exclusion from hearing for mIzon-

duct.
Subpart C-Parties

221 Pare-s; General Counsel a party.
2.22 AmIdcl curlae.
2.23 Complainants not part e3.

Subpart D-Form, Exceullon, Service ani Filing of
Dacments

2.31 Form of documents to be filed.
2.2 SIgnature of documents.
2.33 FIng and csv1ce.
224 Ser7Icc--how7 made.
2.35 Date of servIce.
2.30 CertifIcate of cervice.

Subpart E-Time

2.41 Computation.
2.2 Extenlon of time or Pstponement
2.43 Reduction of time to file documents.

Subpart F-Poccodin3s Prior to Hearing

2.1 Notico of hearing or opportunity for
hearing.

212 An.-wr to notice.
2.63 Amendment of notice or answer.
2M Rcquct for harin.
2.55 Consoldaton.
2.5 Motions.
2.57 Response to motion3 and petitions.
2.58 DLspos:tion of motlons and petitions.
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SubFart G-Rcsponsibilities and Duties of
. Presiding OMccr

2.61 Who presides.
2.62 Designation of hearing examiner.
2.63 Authority of presiding oMcer.

Subpart H-Hearing Proccduros

2.71 Statements of positions and trial
briefs.

2.72 Evldentiary purpose.
2.73 Testimony.
2.74 Exhibits.
2.75 Affidavits.
2.76 Depositions.
2.77 Admilssions as to facts and documents.
2.78 Evidence.
2.79 Cross-examination.
2.80 Unsponsored written materiaL
2.81 ObjeG-tons.
2.82 Exceptions to rulings of presiding oMi-

cer unnecessary.
2.83 Official notice.
2.84 Public document Items.
2.85 Offer of proof.
2.86 Appeals from ruling of presiding

officer.

Subpart I-Tho [tecord

2.91 Official transcript.
2.92 Record for decision

Subpart J-Posthearing Procedures, Decisions
2.101 Posthearlng briefs: proposed flndinge

and conclusions.
2.102 Decisions following hearing.
2.103 Exceptions to initial or recommended

decisions.
2.104 Final decisions.
2.105 Oral argument to tho responsible

Department offcial.
2.106 Service on amide curiae.

Subpart K-Judicial Standards of Practico

2.111 Conduct.
2.112 Improper conduct.
2.113 Ex parts communications.
2.114 Expeditious treatment.
2.115 Mfatters not prohibited.
2.116 PIling of ex parts communications.

Subpart L-Posttorrnination Procoodings
2.121 Postterminaton proceedings.

Subpart M---Deflnitions

2.131 , Definitions.

AMaorrr: The provisions of this Part 2
issued under sec. 602, 78 Stat. 252, 42 U.S.C.
2000d-1; sec. 7(d), 79 Stat. 670, 42 U.S.C.
3535(d); and the laws listed in Appendix A
to Part I.

Subpart A-General Information
§ 2.1 Scopeof rules.

The rules of procedure in this Part 2
supplement Part 1 of this title and govern
the practice for hearings, decisions, and
administrative review conducted by the
Department of Housing and Urban
Development, including each of Its
organizational units, pursuant to Title VI
of the Civil Rights Act of 1964 (see. 602,
42 U.S.C. 2000d-1) and Part 1 of this
title.
§ 2.2 Records to be public.

All pleadings, correspondence, exhibits,
transcripts of testimony, exceptions,
briefs, decisions, and other documents
filed in the docket in any proceeding may
be inspected and copied In the office of
the Civil Rights docket clerk during

regular business hours. Inquiries may be
addressed to the Civil Rights docket
clerk, Department of Housing and Urban
Development, Washington, D.C. 20410.
§ 2.3 Use of gender and number.

As used in this part, words importing
the singular number may extend and be
applied to several persons or things, and
vice versa. Words importing the mascu-
line gender may be applied to females or
organizations.
§ 2.4 Suspension of rules.

The responsible Department offlcial
with respect to pending matters may
modify or waive any rule in this part
upon his deterinination that no party
will be unduly prejudiced and the ends
of justice will thereby be served, and
upon notice to all parties.

Subpart B--Appearance and Practiccr
§ 2.11 Appearance.

A party may appear in person or by
counsel and participate fully in any pro-
ceeding. A State agency or any instru-
mentality thereof, a political subdivision
of the State or instrumentality thereof,
or a corporation may appear by any of
Its officers or employees duly authorized
to appear on its behalf. Counsel must be.
members in good standing of the bar of
any State, Territory, or possession of the
United States or of the District of Colum-
bia or the Commonwealth of Puerto Rico.
§ 2.12 Authority for representation.

Any individual acting in a representa-
tive capacity in any proceeding may be
required to show his authority to act in
such capacity.
§2.13 Exclusion from hearing for mia-

conduct.

Disrespectful, disorderly, or contuma-
clous language or contemptuous conduct,
refusal to comply with directions, or
continued use of dilatory tactics by any
person at any hearing before a presiding
officer shall constitute grounds for im-
mediate exclusion of such person from
the hearing by the presiding officer.

Subpart C-Parties
§ 2.21 Parties; General Counsel a party.

(a) The term party shall include. an
applicant or recipient or other person
with respect to whom a notice of hearing
or opportunity for hearing has been
served naming him as respondent.

(b) 'The General Counsel of the De-
partment of Housing and Urban Devel-
opment shall be deemed a party to all
proceedings.

§ 2.22 Amici curiae.
(a) Any Interested person or organiza-

tion may file a petition to participate in
a proceeding as an amicus curiae. Such
petition shall be fled prior to the pre-
hearing conference or, if none is held,
before the commencement of the hearing,
unless the petitioner shows good cause
for filing the petition later. The presid-
Ing officer may grant the petition If he
finds that the petitioner has a le.ntimate

interest in the proceedings, and that souh
participation will not unduly delay tho
outcome and may contribute materlaMy
to the proper dispo:ition thereof. An
amicus curiae I. not a party and may not
introduce evidence at a hearing.

(b) An amicus curiae may cubmit a
statement of position to the presiding of-
ficer prior to the beginning of a hearlngt
and shall serve a copy on each pasty.
The animcus curiae may submit a brief
on each occasion a decision is to be made
or a prior decision Is cubJect to rovlow.
His brief shall be filed and served on
each party within the time lmit appli-
cable to the party whose pozition ho
deems himself to support; or if he does
not deem himself to support the poition
of any party, within the longest time
limit applicable to any party at that par-
ticular stage of the proceedings.

(c) When all parttie have completed
their Initial examination of a witness,
any nmicus curiae may requezt the pre-
sidina officer to propound speciflo ques-
tions to the witnes. The presiding officer,
in his discretion, may grant any such re-
quest if he believes the proposed addi-
tional testimony may assist materlalyl
in elucidating factual matter at kiso
between the parties and will not expand
the tssues.

§ 2.23 Complainanto not partic.

A person submitting a complaint pur-
suant to § 1.7(b) of this titlo Is not a
party to the proceedings governed by
this part, but may petition, after pro-
ceedings are Initiated, to becomo an
amicas curiae. In any event a complign-
ant shall be advisred of the time and
place of the hearing.

Subpart D-Form, Execution, Sorvico
and Filing of Documont

§ 2.31 Form of documents to be fled.
Documents to be filed under the rules

in this part shall be dated, the original
signed In Ink, shall chow the docket de-
scription and title of the proceeding and
the title, If any, and addrens of the dg-
natory. Copies need not be sgned, but
the name of the parson signing the orig-
inal thall be reproduced. Documents
shall be legible and shall not be more
than 31 inches wide and 12 inches long.
§ 2.32 Signature of documents.

The signature of a party, authorlzmd
officer, employee or attorney constltutco
a certificate that he hao read the docu-
ment, that to the bEst of his knowledge,
information, and belief there is good
ground to support It, and that It bs not
interposed for delay. If a document ii not
signed or Is signed with intent to defeat
the purpose of this section, It may bo
stricken as sham and falco and the pro-
ceeding may proseed ao though the doc-
ument had not been filed. Similar action
may be taken If scandalous or Indecent
matter is Inserted.
§ 2.33 Filling and ccrvice.

All notices by the responsible Depart-
ment official or the prezIding offilcr, and
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all written motions, requests, peti-
tions, memoranda, pleadings, exceptions,
briefs, decisions, and correspondence to
the responsible Department official or
the presiding officer from a party, or vice
versa, relating to a proceeding after its
commencement shall be filed and served
on all parties. Parties shall supply the
original and two copies of documents
submitted for filing. Filings shall be
made with the Civil Rights docket clerk
at the address stated in the notice of
hearing or notice of opportunity for
hearing, during regular business hours.
Regular business hours are every Mon-
day through Friday (legal holidays in
the District of Columbia excepted) from
8:45 am. to 5:15 pm., es.t. or ds.t.,
whichever is effective in the District of
Columbia at the time. Originals only of
exhibits and transcripts of testimony
need be fled. For requirements of serv-
ice on amict curiae, see § 2.107.
§ 2.34 Service--how made.

Service shall be made by personal de-
livery of one copy to each person to be
served or by registered or certified mail,
return receipt requested, properly ad-
dressed with postage prepaid. When a
party or amicus has appeared by at-
torney or other representative, service
upon such attorney or representative will
be deemed service upon the party or
amicus. Documents served by mail pref-
erably should be mailed in sufficient time
to rea:h the addressee by the date on
which the original is due to be filed, and
should be air mailed if the addressee Is
more than 300 miles distant.
§ 2.35 Date of service.

The date of service shall be the day
when the matter is deposited in the U.S.
mail oris delivered in person, except that
the date of service of the initial notice of
hearing or opportunity for hearing shall
be the date of its delivery, or of Its at-
tempted delivery if refused.
§ 2.36 Certificate of service.

The original of every document filed
and required to be served upon parties to
a proceeding shall be endorsed with a
certificate of service signed by the party
making service or by his attorney or rep-
resentaive, stating that such service has
been made, the date of service, and the
manner of service, whether by mail or
personal delivery.

Subpart E-Time
§ 2.41 Computation.

In computing any Period of time un-
der the rules in this part or in an order
issued hereunder, the time begins with
the day following the act, event, or de-
fault, and includes the last day of the
period, unless it is a Saturday, Sunday,
or legal holiday observed In the District
of Columbia, in which event it includes
the next following business day. When
the period of time prescribed or allowed
is less than 7 days, intermediate Satur-
days, Sundays, and legal holidays shall
be excluded from the computation.

§ 2.42 Extension of time or postpone.
ment.

Requests for extension of time should
be served on all parties and should set
forth the reasons for the application.
Applications may be granted upon a
showing of good cause by the applicant.
From the designation of a presiding of-
ficer until the Issuance of his decision,
such requests should be addre sed to him.
Answers to such requests are permitted If
made promptly.
§ 2.43 Reduction of time to file docu-

ments.
For good cause, the responsible De-

partment official with respect to pending
matters may reduce any time limit pre-
scribed by the rules in this part, except
as provided by law or In Part 1 of this
title.

Subpart F-Proceedings Prior to
Hearing

§ 2.51 Notice of hearing or opportunity
for hearing.

Proceedings are commenced by mail-
ing a notice of hearing or opportunity
for hearing to an affected applicant or
recipient, pursuant to this part.
§ 2.52 Answer to notice.

The respondent, applicant, or recipient
may file an answer to the notice within
20 days after service thereof. Answers
shall admit or deny specifically and In
detail each allegation of the notice, un-
less the resporident party Is without
knowledge, in which case his answer
should so state, and the statement will
be deemed a denial. Allegations of fact
in the notice not denied or controverted
by. answer shall be deemed admitted.
Matters alleged as affirmative defens
shall be separately stated and numbered.
Failure of the respondent to file an an-
swer within the 20-day period following
service of the notice may be deemed an
admission of all matters of fact reclted in
the notice.

§ 2.53 Amendment of notice or answer.
The General Counsel may amend the

notice of hearing or opportunity for
hearing once as a matter of course before
an answer thereto is served, and each
respondent may amend his answer once
as a matter of course not later than 10
days before the date fixed for hearing
but in no event later than 20 days from
the date of service of his original answer.
Otherwise a notice or answer may be
amended only by leave of the presiding
officer. A respondent shal file his answer
to an amended notice within the time
remaining for filing the answer to the
original notice or within 10 days after
service of the amended notice, whichever
period may be the longer, unless the pre-
siding officer otherwise orders.
§ 2.54 Request for hearing.

- Within 20 days after service of a notice
of opportunity for hearing which does
not fix a date for hearing, the respondent,
either in his answer or in a separate

document, may request a hearing. Fail-
ure of the respandent to request a hear-
Ing shall be deemed a waiver of all right
to a hearing and to constitute his con-
sent to the mling of a decision on the
basis of such information as is available.
§2.55 Consolidation.

The resP'nsible Department o Icl
may provide for prcceedings In the De-
partment to be Joined or consolidated for
hearing with proceedings in other Fed-
eral departments or agencies, by agree-
ment with such other departments or
agencies. All parties to any proceeding
consolidated subse-quently to service of
the notice of hearing or opportunity for
hearing shall be promptly served with
notice of such consolidation.

§ 2.56 Motions.
=otions and petitions shal state the

relief sought, the authority relied upon,
and the facts aleged. If made before or
after the hearing, these matters shall be
In Writing. If made at the hearing, they
may be stated orally; but the presiding
officer may require that they be reduced
to writing and filed and served on all
parties in the same manner as a formal
motion. Motions, answers, and replies
shall be addresd to the presiding offi-
cer. A repetitious motion will not be.en-
tertained.
§ 2.57 Responses to motions and peti-

tions.
Within 8 days after a written motion

or petition Is served, or such other period
as the reponsible Department offcial or
the presiding ofcer may fix, any party
may file a respon-e thereto. An Imme-
diate oral response. may be made to an
oral motion.
§ 2.58 Disposition of motions and peti-

tions.

The responsible Department official or
the presiding officer may not sustain or
grant a written motion or petition prior
to expiration of the time for filing re-
sponses thereto, but may overrule or deny
such motion or petition without avaiting
response: Provided, howcve, Tnat pre-
hearing conferences, hearings, and deci-
slons need not be delayed pending dis-
position of motions or petitions. Oral
motions.and petitions may be ruled on
immedlate]y. Motions and petitions sub-
mitted to the presiding officer or the
responsible Department official, rescec-
tively, not disp)sed of In separate rulings
or In their re-pective decisions will be
deemed denied. Oral argument sj1vfl not
be held on written motions or petitions
unlezs the presiding obleer in his discre-
tion exprezsly so orders.

Subpart G--Responsibilities and
Dulies of Presiding Officer

§2,61 Who presides.
A presiding ofcer shall preside over

all proceedings held under this part.
§ 2.62 Designation of hearing examine.

The designation of a hearing exam-
iner as presiding officer shall be In
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writing, and shall specify whether the
examiner is to make an initial decision
or to certify the entire record, Including
his recommended findings and proposed
decision, to the responsible Department
ofcial, and may also fix the time and
place of hearing. A copy of such desig-
nation shall be served on all parties.
After service of the designation of a
hearing examiner to preside, and until
such examiner makes his decision, mo-
tions and petitions shall be submitted to
him. In the case of the death, illness,
disqualification, or unavailability of the
designated hearing examiner, another
hearing examiner may be designated to
take his place.

§ 2.63 Authority of presiding officer.
The presiding officer shall have the

duty to conduct a fair hearing, to take
all necessary action to avoid delay, and
to maintain order. He shall have all
powers necessary to these ends, includ-
ing (but not limited to) the power to:

(a) Arrange and Issue notice of the
date, time, and place of hearings or,
upon due notice to the parties, change
the date, time, and place of hearings
previously set.

(b) Hold conferences to settle, sim-
plify, or fix the Issues in a proceeding, or
to consider other matters that may aid
in the expeditious disposition of the
proceeding.

Cc) Require parties and amic curiae
to state their position with respect to the
various issues in the proceeding.

(d) Administer oaths and affirma-
tions.

(e) Rule on motions and other pro-
cedural Items on matters pending before
him.

(f) Regulate the course of the hear-
Ing and the conduct of counsel therein.

(g) Examine witnesses and direct
witnesses to testify.

(h) Receive, rule on, exclude, or
limit evidence.

(I) Fix the time for filing motions,
petitions, briefs, or other Items In mat-
ters pending before him.

(J) Issue Initial or recommended de-
cisions, or final decisions where the re-
sponsible Department official presides.

(k) Take any action authorized by
the rules in this part or in conformance
with the provisions of 5 U.S.C. 551-559
(the Administrative Procedure Act).

Subpari H-Hearlng Procedures

§ 2.71 Statements of pooitions and til
briefs.

The presiding officer may require
parties and amid curiae to file written
statements of position prior to the be-
ginning of a hearing, to submit trial
briefs, and to participate in conferences
to settle, simplify, or fix the Issues in a
proceeding.
§ 2.72 Evidentiary purpose.

(a) The hearing is directed to xeceiv-
ing factual evidence and expert opinion
testimony related to the issues in the
proceeding. Argument will not be received
in evidence; rather it should be presented
in statements, memoranda, or briefs, as
determined by the presiding officer.

RULES AD REGULATIOMS

Brief openin; statements, which shall
be limited to statement of the party's
position and what he intends to prove,
may be made at hearings.

b) Hearings for the reception of
evidence will be held only in oases where
issues of fact must be resolved in order
to determine whether the respondent has
failed to comply with one or more appli-
cable requirements of Part I of this title.
In any case where it appears from the
respondent's answer to the notice of
hearing or opportunity for hearing,
from his failure timely to answer, or
from his admissions or stipulations in the
record, that- there are no matters of
material fact in dispute, the presiding
officer may enter an order so finding,
vacating the hearing date If one hasbeen
set, and fixing the time for filing briefs
under § 2.101. Thereafter the proceedings
shall go to conclusion in accordance
with Subpart J of this part. The presiding
officer may allow an appeal from such
order in accordance with § 2.86.

2.73 Testimony.
Testimony shall be given orally under

oath or affirmation by witnesses at the
hearing; but the presiding officer, in his
discietion, may require or permit that the
direct testimony of any witness be pre-
pared in writing and served on all parties
in advance of the hearing. Such testi-
mony may be adopted by the witness
at the hearing and filed as part of the
record thereof. Unless authorized by the
presiding officer, witnesses will not be
permitted to read prepared testimony
into the record. Except as provided in
§§ 2.75 and 2.76, witnesses shall be avail-
able at the hearing for cross-examina-
tion.
§ 2.74 Exhibits.

Proposed exhibits shall be exchanged
at the prehearing conference, or other-
wise prior to the hearing If the presiding
offcer so requires. Proposed exhibits not
so exchanged may be denied admission
as evidence. The authenticity of all pro-
posed exhibits exchanged prior to bear-
ing will be deemed admitted unless writ-
ten objection thereto is filed prior to
the hearing or unless good cause is
shown at the hearing for failure to file
such written objection.
§ 2.75 Affidavitc.

An affidavit is not inadmissible as such.
Unless the presiding officer flxes other
time periods, affdavits shall be filed and
served on the parties not later than 15
days prior to the hearing; and, not les
than 7 days prior to hearing, a party may
file and serve written objection to any
affdavit on the ground that he believes
It necessary to test the truth of assertions
therein at hearing. In such event the
assertions objected to will not be received
in evidence unless the aimant Is made
available for cross-examination, or the
presiding officer determines that cross-
examination is not necessary for the
full and true disclosure of facts referred
to In such assertions. Notwithstanding
any objection, however, affidavits may be
considered in the case of any respondent
who waives a hearing.

§ 2.76 DepoitionD.
Upon such terms as tho prc Iding oi -

car determines to be Just, and for the
convenience of the partl.s or of tho Do-
partment, the presiding officer my au-
thorize or direct the testimony of any
witness to be taken by deposition.

§ 2.77 Admissions ao to facts nnd do.

Not later than 15 days prior to tho
scheduled date of the hearing except for
good cause shown, or prior to such earlier
date as the presiding officer may order,
any party may servo upon an oppozsrg
party a written rEquest for the adml'slon
of the genuinenem and authentleity of
any relevant documents deserlbed in and
exhibited with the request, or for the
admission of tho truth of any rclvant
matters of fact stated in the request.
Each of the matters of which an admis-
sion Is requested shell be deemed ad-
mitted unless within a period designated
in the request (not less than 10 days after
service thereof, or within Guch further
time as the presiding officer may allow
upon motion and notice) the party to
whom the request Is directed cerves upon
the requesting party a sworn statement
either denying specifically the matters of
which an admission is requested or cot-
ting forth in detail the reasons why ho
cannot truthfully either admit or denY
such matters. Copies of request for ad-
misson and answers thereto sh[l be
served on all parties. Any admisslon
made by a party to such request Is only
for the purposes of the pendint proceed-
ing, or any proceeding or action Institu-
ted for the enforcement of any order
entered therein, and shall not constitute
an admission by him for any other pur-
pose or be used against him in any other
proceeding or action.
§ 2.78 Evidence.

Irrelevant, Immaterial, unreliable, and
unduly repetitious evidence will bo
excluded.
§ 2.79 Crocs-c-amination.

A witness may be crozs-examined on
any matter material to tho proccding.
§ 2.80 Unmponsored writtenmnteriaL

Letters expressing views or urging ac-
tion and other unsponnored writtcn ma-
terial regarding matters in Isuo In a
hearing wil be placed in the correp.ond-
ence section of the docket of the pro-
ceeding. These data are not deemed part
of the evidence or record in the hearing.
§ 2.81 Objections.

Objections to evidence shall be tmoly
and briefly state the ground relied upon.

§ 2.82 Exceptions to rulinga of presiding
officer unnecessary.

Exceptions to rulings of the presidlng
officer are unnecezary. It Is sufficient
that a party, at the time the ruling of the
presiding officer is sought, makes known
the action which he desires the prezlding
officer to take, or his objection to an ac-
tion taken, and his grounds therefor.
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§ 2.83 Officialnotice
Where official notice Is taken or Is to

be taken of a material fact not appearing
In the evidence of record, any party, on
timely request, 4iall be afforded an op
portunity to show the contrary.

§ 2.84 Pullic document items.

Whenever there is offered (in whole or
In part) a public document, such as an
official seport. decision, opinion, or pub-
lished scientific Dr economic statistical
data issued by any of the executive
departments (or their subdivisions),
legislative agencies or committees, or
administrative agencies of the Federal
Government (including Government-
owned corporations), or a similar docu-
ment issued by a State or its agencies,
and such document (or part thereof) has
been shown by the offeror to be reason-
ably available to the public, such docu-
ment need not be produced or marked
for identification, but may be offered for
official notice, as a public document Item-
by specifying the document or relevant
part thereof.
§ 2.85 Offer ofproof.

-An offer of proof made In connection
with an objection taken to any ruling of
the presiding officer rejecting or exclud-
ing proffered oral testimony shall consist
of a statement of the substance of the
evidence which counsel contends would
be adduced by such testimony; and, if
the excluded evidence consists of evi-
dence in documentary or written form or
of reference to documents or records, a
copy of such evidence shall be marked
for identification and shall accompany
the record as the offer of proof.

§ 2.86 Appeals from ruling of presiding
officer.

Rulings of the presiding officer may
not be appealed to the responsible
Department official prior to his consid-
eration of the entire proceeding except
with the consent of the presiding officer
and where he certifies on the record or
In writing that the allowance of an
interlocutory appeal is clearly necessary
to prevent exceptional delay, expense.or
prejudice to any party, or substantial
detriment to the public interest. If an
appeal is allowed, any party may file a
brief with the responsible Department
official within such period as the presid-
ing officer directs. No oral argument will
be heard unless the responsible Depart-
ment official directs otherwise. At any
time prior to submission of the proceed-
Ing to him for decision, the xesponsible
Department official may direct the pre-
siding officer to certify any question or
the entire record to him for decision.
Where the entire record is so certified,
the presiding officer shall recommend a
decision.

Subpart I-The Record

§ 2.91 Official transcript.
The Department will designate the

official reporter for all hearings. The offi-
cial transcripts of testimony taken,
together with any exhibits, briefs, or

memoranda of law filed therewith shall
be filed with the Department. Tran-
scripts of testimony in hearings may be
obtained from the official reporter by the
parties and the public at rates not to
exceed the maximum rates fixed by the
contract between the Department and
the reporter. Upon notice to all parties,
the presiding officer may authorize cor-
rections to the transcript which Involve
matters of substance.
§2.92 Record for decision.

The transcript of testimony, exhibits,
and all papers fnd requests filed in the
proceedings, except the correspondence
section of the docket, including rulings
and any recommended or initial decision
shall constitute the exclusive record for
decision.

Subpart J-Posthearing Procedures,
Decisions

§2.101 Posthearing briefs: proposed
findings and condusions.

(a) The presiding officer shall fix the
time for filing posthearing briefs, which
may contain proposed findings of fact
and conclusions of law and, If permitted,
reply briefs.

(b) Briefs should include a summary
of the evidence relied upon, tozether
with references to exhibit numbers and
pages of the transcript, with citations of
the authorities relied upon.

§ 2.102 Decisions following hearing.
When the time for submision of post-

hearing briefs has expired, the presiding
officer, if the responsible Department of-
ficlal, shall make a final decision. If the
presiding officer Is a hearing examiner,
he shall certify the entire record, includ-
ing his recommended findings and pro-
posed decision, to the responsible De-
partment official or, if so authorlzed,
shall make an initial decision. A copy
of the recommended findings and pro-
posed decision, or of the initial decision,
shall be served upon all parties, and
amic, if any.

§ 2.103 Exceptions to initial or recom-
mended decisions.

Within So days after the mailina of an
initial or recommended decision, any
party may file exceptions to the declson,
stating reasons therefor, with the re-
sponsible Department official. Any other
party may file a response thereto within
45 days after the mailing of the decision.
Upon the filing of such exceptions, the
responsible Department official nhall re-
view the decision and Issue his decision
thereon.

§ 2.104 Finaldecisions.
(a) The responsible Department oii.-

cal shall make the final decislon In all
proceedings under this part after expira-
tion of all applicable time limits provided
in § 2.101 or § 2.103.

(b) Where the hearing is conducted
by a hearing examiner who makes an
initial decision, f no exceptions thereto
are filed within the 30-day period rpeci-
fled in § 2.103, such initial decis on shall

bccome the final decision of the rezpan-
sible Department officl upon his ap-
proval thereof and sh'l constitute
"final agency action" within the mean-
Ing of 5 U.S.C. 704 (formerly seotion 10
(c) of the Administrative Procedure
Act), subject to the provisions of para-
graph (c) of this section.

(c) Mhere the finnl decision of the
re - nsible Department oficial daes =zt
provide for the su p sion or tezmlnz-
tion of, or the re1u-_l to grant or con-
tinue, Federal financial as.tance or the
Imposition of any other saction, It Is za
"order" within the mening of 5 U.SC.
551(6) (formerly cection2(d) of thaAd-
mInIstrative Procedure Act) and sha2
constitute "final agency zaction" wt
ther meaning of 5 U.S.C. 704 (forzrary
section 10(c) of the Admini-trathv
Procedure Act). When -uch final da s-.
slon of the responsible Department n-
clal (other than the Secretary) does pro-
vide for suspension or termination of,
or the refusal to grant or continue, Yad-
eral financial aAstance or the iozsi-
tion of any other sanction, such d naC1Z2
shall not constitute an "order" or "final
agency action" until approved by the
Secretary.

(d) Allfinal decisions shall be prompt-
ly served on all parties, and amici, if =Y.

§ 2.105 Oral argument to the respon-
sible Department official

(a) If any party desirez to argu3 a
case orally on exceptions or replies to
exceptions to an initial or recommendad
decision, or upon review on initiative of
the responsible Department official, he
shall maT-ne such request in writfz. The
responsible Department official m=y
grant or deny such requests In his dis-
cretion. If granted. he will serve notice
of oral argument on all parties. The no-
tice will set forth the order of presenta-
tion, the amount of time allotted. snd
the time and place for argument. The
nmmes of persons who will argue shou-S
be filed with the CivilRights docket clerk
not later than 7 days before the date set
for oral argument.

(b) Thepurpose ofornlargumentis to
emphasize and clarify the written argu-
ment In the briefs. Reading at length
from the brief or other texts Is not fa-
vored. aticlpants should confine their
arguments to points of controlling Im-
portance and to points upon which e=-
ceptions have been filed. Consolidatioa.
of appearances at oral argument by par-
ties tadng the sme side will permit the
parties' interests to be presented more
effectively in the time allotted.

(c) Pamphlets, charts, and other writ-
ten material may be presented at oral
argument only If such material is limited
to facts already in the record and Is
served on all partes and filed with the
Civil Rihts dochet clerk at least 7 days
before the argument.
§ 2.106 Sericeonamlcicnriae.

All briefs, exceptions, memoranda, re-
quests, and decisions referred to in this
Subpart J shall be served upon afl
curiae at the same times and in the same
manner required for service on partie.
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Any written statements of position and
trial briefs required of parties under
§ 2.71 shall be served on amict.

Subpart K-Judicial Standards of
Practice

§ 2.111 Conduct.
Parties and their representatives are

expected to conduct themselves with
honor and dignity and observe judicial
standards of practice and ethics in all
proceedings. They should not indulge in
offensive personalities, unseemly wran-
gling, or intemperate accusations or
characterizations. A representative of
any party whether or not a lawyer shall
observe the traditional responsibilities of
lawyers as officers of the court and use
his best efforts to restrain his client from
improprieties in connection with a pro-
ceeding.
§ 2.112 Improper conduct.

With respect to any proceeding it is
improper for any interested person to
attempt to sway the judgment of the
responsible Department official by under-
taking to bring pressure or influence to
bear upon any officer having a respon-
sibility for a decision in the proceeding,
or his staff. It is improper that such in-
terested persons or any members of the
Department's staff or the presiding offi-
cer give statements to communications
media, by paid advertisement or other-
wise, designed to influence the judgment
of any officer having responsibility for a
decision in the proceeding, or his staff. It
is improper for any person to solicit com-
munications to any such officer, or his
staff, other than proper communications
by parties or amici curiae.
§ 2.113 Ex parte communications.

Only persons employed by or assigned
to work with the responsible Department
official who perform no investigative or
prosecuting function in connection with
a proceeding shall communicate ex parte
with the responsible Department official,
or the presiding officer, or any employee
or person involved in the decisional proc-
ess in such proceedings with respect to
the merits of that or a factually related
proceeding. The responsible Department
official, the presiding officer, or any em-
ployee or person Involved in the -deci-
sional process of a proceeding shall com-
municate ex parte with respect to the
merits of that or a factually related pro-
ceeding only with persons who are em-
ployed by or assigned to work with them
and who perform no investigative or
prosecuting function in connection with
the proceeding.
§ 2.114 Expeditious treatment.

Requests for expeditious treatment of
matters pending before the responsible
Department official or the presiding of-
ficer are deemed communications on the
merits, and, are improper except when
forwarded from parties to a proceeding
and served upon all other parties thereto.
Such communications should be in the
form of a motion.

§ 2.115 liatters not prohibited.
A request for information which

merely inquires about the status of a

RULES AND REGULATIONS

proceeding without discussing issues or
expressing points of view Is not deemed
an ex parte communication. Such re-
quests should be directed to the Civil
Rights docket clerk. Communications
with respect to minor procedural matters
or inquiries or emergency requests for
extensions of time are not deemed ex
parte communications prohibited by
§ 2.113. Where feasible, however, such
communications should be by letter with
copies to all parties. Ex parte communi-
cations between a respondent and the
responsible Department official or the
Secretary with respect to securing such
respondent's voluntary compliance with
any requirement of Part 1 of this title
are not prohibited.
§ 2.116 Filing of ex parte communica.

tions.
A prohibited communication in writing

received by the Secretary, the respon-
sible Department official, or by the pre-
siding officer, shall be made public by
placing it in the correspondence file of
the docket in the case and will not be
considered as part of the record for de-
cision. If the prohibited communication
Is received orally, a memorandum setting
forth its substance shall be made and
filed in the correspondence section of the
docket in the case. A person referred to
in such memorandum may file a com-
ment for inclusion in the docket If he
considers the memorandum to be in-
correct.

Subpart L-Posttermination
Proceedings

§ 2.121 Posttermination proceedings.
(a) An applicant or recipient ad-

versely affected by the order terminat-
ing, discontinuing, or refusing Federal
financial assistance in consequence of
proceedings pursuant to this title may
request the responsible Department of-
ficial for an order authorizing payment,
or permitting resumption, of Federal fi-
nancial assistance. Such request shall be
in writing and shall affirmatively show
that, since entry of the order, it has
brought its program or activity into com-
pliance with the requirements of the Act,
and with Part 1 of this title, and shall
set forth specifically, and in detail, the
steps which it has taken to achieve such
compliance. If the responsible Depart-
ment official denies such request, the ap-
plicant or recipient shall be given an ex-
peditious hearing if it so requests in writ-
ing and specifies why it believes the
responsible Department official to have
been in error. The request for such a
hearing shall be addressed to the respon-
sible Department official and shall be
made within 30 days after the applicant
or recipient is informed that the respon-
sible Department official has refused to
authorize payment or permit resumption
of Federal financial assistance.

(b) In the event that a hearing shall
be requested pursuant to paragraph (A)
of this section, the hearing procedures
established by this part shall be appli-
cable to the proceedings, except as other-
wise provided in this section.

Subpart hIl-Dofnnitions
§ 2.131 Definition.

(a) The deflnitlonn cortained In 9 1.2
of this title, to the extent applicable, ap-
ply to this part.

(b) The term '!hearlng examiner" Is
used In the sense in which u-cd in 6
U.S.C. 3105 and 3346 (formerly eco. 11 of
the Administrative Procedure Act).

(c) "Presiding officer' in any partic-
ular matter, may be the asigned hearing
examiner or the responsible Department
official.

PART 7-EQUAL EMPLOYMVIENT OP-
PORTUNITY; POLICY AND PRO-
CEDURES

Subpart A-Equal Employment Opportunity Wllh-
out Regard to Race, Color, Religion, Sot, or
National Origin

GrImnAL PnovisIoNg
Sec.
7.1 Policy.
7.2 Definitions.
7.3 Designations.
7.4 AMrmativo actiou programs.

RrSpOPNSMM2Tn1 5

7.10 Responsibilities of the Director end
Deputy Direcotor of ME 0.

7.11 responsibllities of the EEO Offlcero.
7.12 Responsibilities of the IEO Counselors.
7.13 Responsibilities of tho Assistant Secre-

tary for Administration.
7.14 Responsibilitics of personnel offleors.
7.15 Responsibilltic3 of the Assistant Re-

gional Admlnistratora for Equal
Opportunity.

7.16 lResponsibtlltle of supervisors.
7.17 ResponsiblitIcs of employees.

PnncoMMLAINT PfZoosCsN
7.25 Who may rcquest cotunsoling.
7.26 The EEO Counselor.

COMsPLAMTS
7.30 Presentation of complaint.
7.31 Who may file complaint, with wlom

filed, and time limits.
7.32 Contents,.
7.33 Acceptability.
7.34 Processing.
7.35 Adjustment of complaint.
7.36 Hearing.
7.37 Relationshtp to other HUD appellate

. procedures.
7.38 Avoidance of delay.
7.39 Decision by Director of EEO.
7.40 Complaint file.

Apm, IL O TIM Crvm Ssnvxcn Co:xrassoN

7.45 Entitlement.
7.46 Where to appoal.
7.47 Time limit.
7.48 Appellate procedurcs.
7.49 Appellnato review by the Commizlionera,

AUTHOPIT': The provisions of this Parb 7
isued under eo. 7(d), 79 Stat. 670, 43
U.S.C. 3535(d); E.O. 11478 of Aug. 8, 1009,
34 P.. 12985, Aug. 12, 1969, 42 US.O. 2000o
note.

Subpart A-Equal Employmont Op-
portunity Without Rogard to Race,
Color, Religion, So, or National
Origin

GENIAL PnoviSONS
§ 7.1 Policy.

In conformity with the policy ex-
pressed in Executive Order 11478 and
with implementing regulations of the
Civil Service Commission, codified under
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5 CFP. Part 713, it is the policy and in-
tent of the Department of Housing and
Urban Development to provide equality
of opportunity in employment in the
Department for all persons; to prohibitdiscrimination because of race, color,
religion, sex, or national origin in all
aspects of its personnel policies, pro-
grams, practices, and operations and in
all its working conditions and relation-
ships-with employees and applicants for
employment; and to promote the full
realization of equal opportunity in em-
ployment throuzh continuing programs
of affirmative action at every manage-
ment level within the-Department.

§72 Definitions.
(a) For the purpose of this subpart,

"organizational unit" means the juris-
dictional area of the Office of the Secre-
tary, each Assistant Secretary, the
General Counsel, the Federal Insurance
Administrator, and each Regional- Ad-
ministrator. For the purpose of this sub-
part the jurisdictional area of each
Regional Administrator includes all
HUD Area Offices and Insuring Offices
within the region.
(b) The term "EEO," as used herein,

means 'Equal Employment Opportunity.
§ 7.3 Designations.
(a) Director of Equal EmpZoyment Op-

portunit z. The Assistant Secretary for
Equal Opportunity is designated the Di-
rector of EEO.

(b) Deputy Director of Equal Employ-
ment Opportunity. The Deputy Assist-
ant Secretary for Equal Opportunity is
designated the Deputy Director of EEO.
(c) Equal Employment Opportunity

Officers. Each Assistant Secretary, the
General Counsel, the Federal Insurance
Admini trator, and each Regional Ad-
ministrator shall be the EEO Officer for
his organizational unit. The Executive
Assistant to the Secretary shall be the
EEO Officer for the Office of the
Secretary.
(d) Equal Employment Opportunity/

Counselors. Each EEO Officer, with the
iconcurrence of the Director of EEO,
shall designate a sufficient number of
EEO Counselors for his organizational
unit.
§ 7.4 Affirmative action programs.

Each Assisfant Secretary, the General
Counsel, the Federal Insurance Admin-
istrator, the Executive Assistant to the
Secretary, each Regional Administrator,
Area Office Director, and Insuring Office
Director shall establish, maintain, and
carry out a plan of affirmative action to
promote equal opportunity in every
aspect of employment policy and prac-
tice. Each plan shall be specifically
designed to recognize conditions, sltua-
tons, and needs of the particular offie,
community characteristics, and problems
of the particular locality. Each plan is
-subject to approval by the Director of
EEO and sabll be developed within the
framework of departmentwide guidelines
published by the Director of -EO.

PRESPOTSIS33

§ 7.10 Responsibilities of tie Director
and Deputy Director of EEO.

The Director and Deputy Director of
EEO are assigned the functions of:

(a) Advising the Secretary with re-
spect to the preparation of plans, proce-
dures, regulations, reports, and other
matters pertaining to the Government's
equal employment opportunity policy
and the Department's EEO program;

(b) In coordination with other offi-
cials, developing and maintaining plans,
procedures, and regulations necczsry to
carry out the Department's EEO pro-
gram, including a departmentwlde pro-
gram of afflrmative action developed in
coordination with other official,; he ap-
proves programs of affirmative action
established throughout the Department;

(c) Evaluating from time to time the
sufficiency of the Department's EEO pro-
gram and reporting thereon to the Sec-
retary with recommendations as to any
improvement or correction needed, in-
cluding remedial or disciplinary action
with respect to nanagerlal or supervi-
sory employees who have failed in their
responsibility;

(d) Appraising the Department's per-
sonnel operations at regular intervals to
insure their conformity with the policy
of the Government and the Depart-
ment's equal employment opportunity
program;

(e) Making changes in programs and
procedures designed to eliminate dis-
criminatory practices and improve the
Department's EEO program;

Cf) Providing for counseling by an
EEO Counselor of an aggrieved employee
or applicant for employment who be-
lieves that he has been discriminated
against because of race, color, religion,
sex, or national origin, and for attempt-
ing to resolve on an informal basis the
matter raised by the employee or applU-
cant before a complaint of discrimination
may be filed under § 7.31;

(g) Providing for the receipt and In-
vestigation and for the prompt, fair, and
impartial consideration and disposition
of individual complaints involving Issues
of discriminaton within the Department
subject to M§ 713.211 through 713.222 of
the regulations of the Civil Service Com-
mission, codified under 5 CFR Part 713;

(h) Providing for the receipt, investi-
gation, and disposition of general allega-
tions by organizations or other thfri
parties of discrimination in personnel
matters within the Department which
are unrelated to an Individuel complaint
of discrimination, with notification of
decision to the party submitting the
allegation;

(1) Malting the final decision on dis-
oriminatlon complaints and ordering
such corrective measures as he may con-
sider necessary, including the recom-
mendation for such disciplinary action as
is warranted by the circumstances when
an employee has been found to have en-
gaged in a discriminatory practice; and

(C) Concurring in the designations of
EEOCounselors by each "EO Oficer.

§ 7.11 Responribilitie3 of the EEO
Officers.

EachEEO Oficar shall:
(a) Advize the Director or Deputy DI-

rector of EEO on all matters affecting the
implementation of the Department's
EEO policy and prozram in his organi-
zationplunit;

(b) Develop and maintain a pro.am
of aMtfrmative action for his organiza-
tional unit and insure that it I. carried
out in an exemplary manner;

(c) Serve as processing o.ce for diz-
crimination complaints and keep the Di-
rector or Deputy Director of EEO in-
formed of significant developments;

(d) Publicize to all employees of the
orcanimtional unit for which he Is re-
sponsible the name and address of tie
Director and Deputy Director of EEO,
the EEO Officer, and the EEO Coun-elors,

(e) Inform all supervisors in the or-
ganizational unit of the responsbMtI es
and objectives of the EEO Counselor rnd
of the Importance of cooperting via
him in the effort to informally find z-s:u-
tions to problems brought to his atten-
tion by employees and applicants; and

(f Review the actIvites of the E-O
Counselors in the organi7ational unit as
well as furnish guidance and otherwise
ssls them in their work.

§ 7.12 Responsibilities of EEO Coun-
selors.

The EEO Counselors are responsible
for counseling, in accordance with
§ 7.26, any employee or applicant for em-
ployment who believes that he has been
discriminated against because of race,
color, rellgion, sex, or national origin
§ 7.13 Responsibilities of the AssLant

Secrcrr for Administratioin.
The Assistant Secretary for Adminis-

tration shall:
(a) Provide leadership In developing

and matintaining personnel management
policies, prograrns and procedures which
will promote continuing affirmative ac-
tion to insure equal opportunity in the
recrultment, selection, placement, train-
ing, and promotion of employees;

(b) Provide positive assistance and
guidance to organizational units andper-
sonnel oMces to insure the effective Im-
plementation of the personnel manage-
ment policies, programs, and procedures
on equal employment opportunity; and

Cc) Participate at the national level
with other Government departments and
agencies, other employers, and other
public and private groups, in cooperative
action to improve employment opportu-
nitles and community conditions which
affect employability.
§ 7.14 Responsibilities of personnel

officers.
In conformity with guidelines Issued

by the Director of Personnel of the De-
partment, personnel officers designated
byhinshall:

(a) Appraie Job structure and em-
ployment practices to insure genuine
equality of opportunity for all employees
to participate fully on the bass of merit
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in all occupations and levels of responsi- Counselor is given sufficient official time
bility; to carry out his duties;

(b) Communicate the Department's (g) Promptly take or recommend ap-
equal employment opportunity policy and propriate action to overcome any impedi-
program and its employment needs to all. ment ,to the achievement of the objec-
sources of job candidates without regard tives of the EEO program; and
to race, color, religion, sex, or national (h) Provide recognition to employees,
origin, and solicit their recruitment as- supervisors, managers and units demon-
sistance on a continuing basis; strating superior accomplishment in

(c) As appropriate, provide personnel equal employment opportunity.
information to complainants, complain- § 7.17 Responsibilities of employees.
ant's representatives, counselors, and
others who are involved in a discrinina- All employees of the Department are
tion complaint; responsible for:

(d) Evaluate hiring methods and prac- (a) Being informed as to the Depart-
tices to insure fair and impartial con- ment's EEO program;
sideration for all job applicants; (b) Adopting an attitude of full ac-

(e) Insure that new employee orienta- ceptance of minority group associates;
tion programs contain appropriate ref- (c) Providing equality of treatment of,
erences to the Department's EEO policies and service to, all citizens with whom
and programs; they come in contact in carrying out

(f) Participate in the preparation and their Job responsibilities; and
distribution of such educational mate- (d) Providing assistance to supervisors
rials as may be necessary to inform ade- and managers in carrying out their re-
quately all employees of their rights and sponsibilities in the EEO program.
responsibilities as described in this chap- PRECOLIPLAINT PROCESSING
ter, including the Department's direc-
tives issued to carry out the Equal Em- § 7.25 Who may request counseling.

ployment Opportunity Program; An aggrieved person who believes that
(g) Develop an on-going training pro- he has been discriminated against by the

gram for various levels of administration Department because of race, color, re-
and supervision, to insure understanding ligion, sex, or national origin, and who
of the Departmental EEO procedures and wishes to resolve the matter, shall con-
practices; and sult with an appropriate EEO Counselor.

(h) Actively encourage employees to
take full advantage of Government § 7.26 The EEO Counselor.
training programs and other educational The EEO Counselor shall:
opportunities. (a) Make whatever inquiry into the

§ 7.15 Responsibilities of the Assistant matter he believes necessary;
Regional Administrators for Equal (b) Seek a solution of the matter on

Opportunity. an informal basis;
(c) Counsel the aggrieved person con-

Each Assistant Regional Administra- cerning the merits of the matter;
tor for Equal Opportunity is responsible (d) Insofar as is practicable, conduct
for advising and assisting the Regional his final interview with the aggrieved
Administrator in carrying out all aspects person not later than 15 workdays after
of the EEO program, including: the date on which the matter was called

(a) Appraising the equal employ- to his attention by the aggrieved
ment opportunity prograrp in the n
jurisdictional area of the Regional persoh
Administrator; (e) If the matter has not been re-

(b) Conducting reviews and making solved to the satisfaction of the ag-
special studies; and g grieved person, advise the aggrieved per-

(c) Processing complaints of discrimi- son in writing at the final interview of
nation in employment. his right to me a complaint of discrimi-

nation with the appropriate EEO Officer
§ 7.16 Responsibilities of supervisors. and of the time limits governing the ac-

Supervisors shall: ceptance of a complaint;
(a) Keep informed on current EEO (f) Keep a record of his counseling ac-

policies, plans, and procedures; tivities so as to be able to periodically
(b) Provide positive leadership and brief the appropriate EEO Officer on

support for the EEO program; those activities;
(c) Maintain relationships with all (g) When advised by the EEO Officer

those supervised in a manner that fosters that a complaint of discrimination has
effective teamwork and high morale, and been accepted from an aggrieved person,
provide communication with employees submit a written report to the EEO Of-
on any matter related to equal employ- ficer, with a copy to the aggrieved person,
ment opportunity; summarizing his actions and advice both

(d) Take all personnel actions on to the Department and the aggrieved
merit principles and in a manner which person concerning the merits of the mat-
will demonstrate affirmative equal ter (the report shall be included in the
employment opportunity for his complaint file);
organization; (h) Not reveal the identity of an ag-

(e) Insure the greatest possible utili- grieved person who has come to him for
zation and development of the skills and consultation, except when authorized to
potential ability of all subordinates; do so by the aggrieved person, until the

(f) Insure that the staff member Department has accepted a complaint of
selected by the EEO Officer to be the EEO discrimination from him;

(i) Upon acceptance by the Depart-
ment of a complaint of discrimination
from an aggrieved person, be relieved of
further counseling responsibility with re-
spect to the matter; and

(j) Be free from restraint, interfer-
ence, coercion, discrimination, or re-
prisal in connection with the perform-
ance of his duties.

CoXPLAITS

§ 7.30 Presentation of complaint.

At any stage in the presentation of a
complaint, including the counseling
stage, the complainant shall be free from
restraint, interference, coercion, dis-
crimination, or reprisal and shall have
the right to be accompanied, represented,
and advised by a representative of his
ovn choosing. If the complainant is an
employee of the Department, he shall
have a reasonable amount of official time
to present his complaint if he is other-
wise in an active duty status. If the
complainant is an employee of the De.
partment and he designates another em-
ployee of the Department as his repro-
sentative, the representative shall be free
from -restraint, interference, coercion,
discrimination, or reprisal, and shall have
a reasonable amount of official time, if
he is otherwise in an active duty status,
to present the complaint.
§ 7.31 Who may file complaint, with

whom filed, and time limits.

(a) Any aggrieved person (hereafter
referred to as the complainant) who
has observed the provisions of § 7.25 may
file a complaint if the matter of disorlm-
ination was not resolved to his satis-
faction. A complaint may also be fied
by an organization acting for the com-
plainant with his consent. The Depart-
ment may accept a complaint only if the
complainant:

(1) Brought to the attention of the
EEO Counselor the matter causing the
complainant to believe he has been dis-
criminated against within 15 calendar
days of the date of that matter; or, if a
perzonnel action, within 15 calendar
days of its effective date; and

(2) Submitted his complaint in writ-
ing to the appropriate EEO Officer
within 15 calendar days of the date
of his final interview with the EEO
Counselor.

(b) The EEO Officer shall extend the
time limits in this section:

(1) When the complainant shows that
he was not notified of the time limits
and was not otherwise aware of them,
or that he was prevented by circum-
stances beyond his control from submit-
ting the matter within the time limits; or

(2) For other reasons considered oufl-
cient by the EEO Officer.

(c) A complaint concerned with a
continuing discriminatory practice hav-
ing a material bearing on employment
may be filed at any time.

(d) The Department will also accept
from an individual or an organization
complaints or allegations of a general
pattern or practice of discrimination
which may be unrelated to any speolflo
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complaint involving a particular indi-
vidual. Such complaints shall be re-
ceived, investigated, and processed on an
individual basis as determined by the
Director of EEO. There is no appeal to
the Civil Service Commission from ac-
tions taken on these complaints.
- (e) The right to withdraw a complaint

at any stage is assured.

§ 7.32 Contents.
(a) In order to expedite the process-

ing of complaints of discrimination,
the complainant should be urged to
include in his complaint the following
information:

(1) Whether the alleged discrimina-
tion is based upon race, color, religion,
sex, or national origin.

(2) The specific action or personnel
matter about which the complaint is
made.

(3) Facts and other pertinent infor-
mation to support the allegation of
discrimination.

(4) The relief desired.
(b) In no event shall the lack of com-

plete information at the time of filing
constitute grounds for refusal by- the
Department to accept a complaint.

(c) The written complaint- need not
conform to any. particular style or
format.
§ 7.33 Acceptability.

(a) The EEO Officer shall determine
whether the complaint comes within the
purview of this subpart and shall advise
the complainant and his representative
in writing of the acceptance, rejection, or
cancellation of his complaint. A com-
plaint may be rejected, with the con-
currence of the Director or Deputy Di-
rector of EEO, because it was not filed
within the required time limits or because
it is not within the purview of this sub-
part. It may be canceled because of a
failure of the complainant to prosecute
the complaint or because of a separation
of the complainant from the Department
for reasons not related to his complaint.

(b) If the EEO Officer determines, and
the Director or Deputy Director of EEO
concurs, that the complaint' is to be
rejected or canceled, the written decision
of the EEO Officer to the complainant
shall inform him of his right to appeal
to the Civil Service Commission and of
the time limit applicable- thereto, if he
believes the rejection or cancellation
improper.
§ 7.34 Processing.

(a) -The EEO Officer will process
complaints involving . the organiza-
tional unit for which he is responsi-
ble. However, the Director or Deputy
Director of EEO, as he deems necessary,
may assume jurisdiction of any case.
This may include the designation as
processing officer of an official other than
the EEO Officer for the organizational
unit concerned. In the latter case, the
Director or Deputy Director of EEO shall
so notify all interested parties.

(b) Based on a request from the EEO
Officer, the Director or Deputy Director
of EEO shall provide for the prompt

investigation of the complaint. The
request for an investigation shall be
made in writing to the Director, Office
of Investigation.

(1) The person assigned to investigate
the complaint shall occupy a position in
the Department which is not, directly or
indirectly, under the jurisdiction of the
head of that part of the Department in
which the complaint arose.

(2) The investigation shall include a
thorough review of the circumstances
under which the alleged discrimination
occurred, the treatment of members of
the complainant's group identified by his
complaint as compared with the treat-
ment of other employees in the organi-
zational unit in which the alleged
discrimination occurred, and any poll-
ces and practices related to the work
situation which may constitute, or ap-
pear to constitute, discrimination even
though they have not been expressly
cited by the complainant. If necessary,
the investigator may obtain information
regarding the membership or nonmem-
bership of a person in the complainant's
group by asking each person concerned
to provide the information voluntarily;
he shall not require or coerce an em-
ployee to provide this information. In-
formation needed for an appraisal of the
utilization of membors of the complain-
ants group as compared to the utiliza-
tion of persons outside the complainant's
group shall be recorded in statistical
form in the investigative file, but specific
information as to a person's member-
ship or nonmembership in the complain-
ant's group needed to facilitate an
adjustment of the complaint or to make
an informed decision on the complaint
shall, if available, be recorded by name
in the investigative file.

(3) Insofar as is practicable, the
investigative process shall be completed
within 30 calendar days.

(4) The investigative file shall con-
tain the various documents and infor-
mation acquired during the investigation
including affidavits: (I) Of the com-
plainant; (ii) of the official charged
with discrimination; and (II) of other
persons interviewed and copies of, or
extracts from, records, policy state-
ments, or regulations of the Department
organized to show their relevance to the
complaint or the general environment
out of which the complaint arose.

(5) The investigator shall be furnished
a written authorization to: (1) Investi-
gate all aspects of cohnplaints of discrimi-
nation, (ii) require all employees of the
Department to cooperate with him in the
conduct of the investigation. and (IDl)
require employees of the Department
having any knowledge of the matter com-
plained of to furnish testimony under
oath or affirmation without a pledge of
confidence.

(6) The investigator shall subml to
the EEO Officer and to the Director of
EEO the results of the investigation as
well as the investigative file, which shall
be included in the complaint file.

(7) The EEO Officer shall furnish the
complainant or his representative a copy
of the investigative file.

§ 7.35 Adjustment of complaint.
The EEO Offlcer shall provide an

opportunity for adjustment of the com-
plaint on an informal basis after the
complainant has reviewed the investiga-
tive file.

(a) Adjustment arrived at. If an ad-
justment of the complaint is arrived at,
the terms of the adjustment shall be
reduced to writing by the EEO Officer,
signed by him. the complainant, and
other appropriate persons, and made
part of the complaint file. The EEO Of-
ficer shall furnish a copy of the terms
to the complainant and forward the
complaint file to the Director or Deputy
Director of EEO.

(b) Adjustment not arrived at. If an
adjustment of the complaint is not
arrived at, the EEO Officer shall notify
the complainant in writing of the pro-
posed disposition of his case. The notice
shall advise the complainant of his right
to a hearing with subsequent decision by
the Director or Deputy Director of EEO.
The notice also shall indicate the com-
plainan's right to a decision without a
hearing if he so elects. The notice shall
advise the complainant that he has 7
calendar days from receipt of the notice
to inform the EEO Officer whether or not
a hearing is desired. The EEO Officer
shall make a copy of the notice a part
of the complat file.

(1) No hearing to take place. Upon
timely notification to the EEO Officer by
the complainant that he does not desire
a hearing, or upon his failure to notify
the EEO Officer of his wishes within the
7-day period, the EEO Officer shall for-
ward, the complaint file to the Director
or Deputy Director of EEO for decision.

(2) Hearing to take place. Upon
timely notification to the EEO Officer by
the complainant that he desires a hear-
Ing, the EEO Officer shall take the steps
described in § 7.36.

7.36 Hearing.
(a) Appeals Examiner. The hearing

shall be held by an appeals examiner
who must be an employee of a Federal
agency other than the Department. The
EEO OffIcer shall request the appropriate
local office of the Civil Service Comm13-
sion to supply the name of an appeals
examiner who has been certified by the
Commis3ion as qualified to conduct a
hearing under this section.

(b) Arrangements for hearing. The
EEO Officer shall transmit the complaint
file to the appeals examiner who shall
review It to determine whether further
Investigation is needed before scheduling
the hearing. The complaint file shall in-
clude all the documents described in
, 7.40 which have been acquired in the
processing of the complaint. When the
appeals examiner determines that
further invatlgatlon is needed, he shall
remand the complaint to the EEO Officer
for further investigation or arrange for
the appearance of witnesses necessary to
supply the needed information at the
hearing. The requirements of § 7.34 apply
to any further investigation by the De-
partment on the complaint. The appeals
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examiner shall schedule the hearing for
a convenient time and place.

(c) Prehearing conference. In arrang-
ing for the hearing, the appeals examiner
at his discretion may arrange a pre-
hearing conference during which he
shall seek to clarify the issues, accept
stipulations on facts to which the inter-
ested parties may agree, establish a
schedule for the hearing, and explain his
role in the hearing.

(d) Conduct of hearing. (1) Attend-
ance at the -hearing shall be limited to
persons determined by the appeals exam-
iner to have a direct connection with
the complaint; (2) the appeals exam-
iner shall conduct the hearing- so as to
bring out pertinent facts, including the
production of pertinent documents.
Rules of evidence shall not be applied
strictly, but the appeals examiner shall
exclude Irrelevant or unduly repetitious
evidence. Information having a bearing
on the complaint or employment policy
or practices relevant to the complaint
shall be received in evidence. The com-
plainant, his representative and the
representatives of the Department at the
hearing shall be given the opportunity
to cross-examine witnesses who appear
and testify. Testimony shall be under.
oath or affirmation.

(e) Powers of appeals examiner. In
addition to the other powers vested in
the appeals examiner by the Department
in accordance with this subpart, the ap-
peals examiner is authorized to:

(1) Administer oaths or affirmations;
(2) Regulate the course of the

hearJng;
(3) Rule on offers of proof;
(4) LAmit the number of witnesses

whose .testimony would be unduly repe-
titious; and

(5) Exclude any person from the hear-
ing for contumacious conduct or mis-
behavior that obstructs the hearing.

(f) Witnesses at hearing. The, appeals
examiner shall request the EEO Officer
to make available as a witness at the
hearing an employee requested by the
complainant when the appeals examiner
determines that the testimony of the em-
ployee is necessary. The appeals exam-
iner shall also request the appearance of
any other employee whose testimony he
desires to supplement the information in
the investigative file. The appeals exam-
Iner shall, give the complainant his
reasons for the denial of a request for the
appearance of employees as witnesses and
shall insert those reasons In the record
of the hearing. Employees shall be made
available as witnesses at a hearing on a
complaint when so requested by the ap-
peals examiner and it is administratively
practicable to comply with the request.
When It Is not administratively prac-
ticable to comply with the request for a
witness, the EEO Officer shall provide an
explanation to the appeals examiner. If
the explanation is inadequate, the ap-
peals examiner shall so advise the EEO
Officer and request that the employee be
made available as a witness at the hear-
ing. If the explanation is adequate, the
appeals examiner shall insert it in the
record of the hearing, provide a copy to

the complainant, and make arrange-
ments to secure testimony from the em-
ployee through a written interrogatory.

* Employees shall be in a duty status dur-
ing the time they are made available as
witnesses. Witnesses shall be free from
restraint, interference, coercion, dis-
crimination, or reprisal in presenting
their testimony at the hearing or during
the investigation.

(g) Record of hearing. The hearing
shall be recorded and transcribed ver-
batim. All dcuments submitted to, and
accepted by, the appeals examiner at
the hearing shall be made a part of the
record of the hearing. If the Department
submits a document that is accepted, it
shall furnish a copy of the document to
the complainant. If the complainant
submits a document that is accepted,
he shall make the document available to
the Department representative for
reproduction.

(h) Findings, analysis, and recom-
mendations. The appeals examiner shall
transmit to the Director or Deputy Di-
rector of EEO the complaint file (includ-
ing the record of the hearing), together
with his findings and analysis with re-
gard to the matter which gave rise to the
complaint and the general environment
out of which the complaint arose and his
recommended decision on the merits of
the complaint, including recommended
remedial action where appropriate. The
appeals examiner shall notify the com-
plainant of the date on which this was
done. In addition, the appeals examiner
shall transmit, by separate letter to the
Director or Deputy Director of EEO,
whatever fndings and recommendations
he considers appropriate with respect to
conditions in the Department even
though they have no bearing on the
matter which gave rise to the complaint
or the general environment out of which
the complaint arose.

§ 7.37 Relationship to other HUD ap-
pellate procedures.

(a) Except as provided in paragraphs
(b) and (c) of this section, when a com-
plainant makes a written allegation of
discrimination because of race, color,
religion, sex, or national origin in con-
nection with an action that would other-
wise be processed under the grievance or
appeals procedure of the Department,
the Department may process the allega-
tion of discrimination under its grievance
or appeals procedure when that proce-
dure meets the principles and require-
ments in §§ 7.25 through 7.38. However,
with regard to the issue of discrimina-
tion (as distinguished from other aspects
of the action), the Director or Deputy
Director of EEO shall make the decision
of the Department as provided in § 7.39.
That decision shall be incorporated in
and become a part of the decision on the
grievance or the appeal.

(b) An allegation of discrimination
made in connection with an appeal under
Subpart B of 5 CFR Part 771 and ap-
propriate Department procedures shall
be processed under that subpart and said
procedures.

(c) An allegation of dicrlmination
made in connection with a grievance
under Subpart C of 5 CF R Part 771 and
lUD Handbook 771.2, Employee Griev-
ances, shall be proceszed under thiti
subpart.

§ 7.38 Avoidance of delay.
(a) The complaint shall be resolved

promptly. To this end, both the com-
plainant and the Department shall
proceed with the complaint without un-
due delay so that the complaint Is re-
solved, except In unusual circumstance,
within 60 calendar days after Its receipt
by the appropriate EEO officer, excluTive
of time spent in the processing of the
complaint by the appeals examiner. When
the complaint has not been resolved
within this time limit, the complainant
may appeal to the Civil Service Commis-
sion for a review of the reasons for the
delay. Upon review of this appeal, the
Commission may require the Department
to take special measures to Insure the
prompt processing of the complaint, or
the Commission may accept the appeal
for consideration pursuant to § 7.45
through 7A9.

(b) The Director of EEO may cancel
a complaint if the complainant fails to
prosecute the complaint without undue
delay. However, instead of canceling for
failure to prosecute, he may adjudicate
the complaint If sufficient information
for that purpose is available.

§ 7.39 Decision by Dirietor of EEO.
(a) Followin- consultation with the

General Counsel and the Assistant Se-
retary for Administration, the Director
of EEO shall make the decision of the
Department on a complaint based on
information in the complaint file.

(b) The decision shall be In writing
and shall be transmitted by letter to the
complainant and his representative,
with copies to the head of the organiza-
tional unit in which the complaint aroeo;
the Assistant Secretary for Administra-
tion; and the General Counsel. When
there has been a hearing on the com-
plaint, the complainant and his ropre-
sentative shall be furnished a copy of the
findings, analysis, and recommended de-
cision of the appeals examiner as de-
scribed in.§ 7.36(h), as well as a copy of
the transcript of the oral testimony and
other oral statements at the hearing.

(1) When there has been a hearing,
the decision shall adopt, reject, or modify
the decision recommended by the ap-
peals examiner. When the decision Is to
reject or modify the recommended de-
cision of the appeals e,:amlner, the letter
transmitting the decision shall set forth
the reasons for rejection or modification.

(2) When there has been neither an
adjustment as described In § 7.35 nor a
hearing, the letter transmitting the de-
cision shall set forth the findings, anal-
ysis, and decision of the Director of B EO.

(c) The decision shall require any
remedial action authorized by law do-
termined to be necessary or desirable to
effect the resolution of the Issues of dis-
crimination and to promote the policy
of equal opportunity. In such cases, the

FEDERAL REGISTER, VOL 36, NO. 246-WEDNESDAY, DECEMBER 22, 1971

24422



RULES AND REGULATIONS

decision shall include any necessary in-
structions to the head of the organiza-
tional unit concerned and the Assistant
Secretary for Administration as to the
specific action to be taken with respect
to each individual involved.

(d) The letter transmitting the deci-
sion shall advise the complainant of his
right to appeal the decision on his com-
plaint to the Civil Service Commission
if he is not satisfied with it and of the
time limit within which he must file
the appeal pursuant-to § 7.47.

(e) An employee, other than a com-
plainant, who believes that a decision
constitutes an inequity to him, has re-
course to the Department grievance pro-
cedures or, as appropriate, the Depart-
ment adverse action procedures includ-
ing opportunity for an appeal to the Civil
Service Commission.

§ 7.40 Complaint file.
The Director of EEO shall establish

and maintain a complaint file containing
all documents pertinent to the complaint.
The complaint file, which shall not con-
tain any document that has not been
made available to the complainant, shall
include copies of:

(a) The written report of the EEO
Counselor to the EEO Offcer 'on what-
ever counseling efforts were made with
regard to the complainant's case before
a formal complaint was filed by the com-
plainant as described in §§ 7.25 and 7.26;

(b) The complaint;
(c) The investigative file;
(d) If the complaint is withdrawn by

the complainant, a written statement by
the complainant or his representative to
that effect;

(e) If the adjustment of the complaint
is arrived at as described in § 7.35, the
written record of the terms of the
adjustment;

(f) If no adjustment of the complaint
is arrived at as described in § 7.35, a copy
of the letter notifying the complainant
of the proposed disposition of the com-
plaint and of his right to a hearing;

(g) If the decision is made as described
in § 7.39, a copy of the letter to the com-
plainant transmitting that decision; _

(h) If a hearing was held, the record
of the hearing, together with the ap-
peals examiner's findings, analysis, and
recommended decision on the merits of
the complaint; and

(i) A copy of the letter transmitting
the decision.
APPEAL TO THE CIVIL SERVICE COMIAnISSION
§ 7.45 Entitlement.

(a) Except as provided by paragraph
(b) of thi section, a complainant may
appeal to the Civil Service Commission
the decision of the Department:

(1) To reject his complaint because
it was not:

(i) Filed within required time limits
(see § 7.31); or

0i) Within the purview of the policy
and procedures set forth In this subpart;
or

(2) To cancel his complaint because of
the complainant's:

(i) Failure to prosecute his complaint;
or

(il) Separation from the Department
for reasons which are not related to his
complaint; or

(3) On the merits of the complaint, as
described in § 7.39 if the decision does
not resolve the complaint to the satis-
faction of the complainant.

(b) A complainant may not appeal to
the Civil Service Commission under para-
graph (a) of this section when the issue
of discrimination giving rise to the com-
plaint is being considered, or has been
considered, in connection with any other
appeal by the complainant to the
Commission.
§ 7.46 Where to appeal.

An appeal by a complainant must be
filed by him or his representative in wrlt-
ing either personally or by mail, with
the Board of Appeals and Review, U.S.
Civil Service Commission, Washington,
D.C. 20415.
§ 7.47 ' Time limit.

(a) Except as provided in paragraph
(b) of this section, a complainant may
file an appeal at any time up to 15 calen-
dar days after his receipt of the
letter transmitting the decision of the
Department.

(b) The time limit stated n paragraph
(a) of this section may be extended in
the discretion of the Board of Appeals
and Review of the Commission, upon a
showing by the complainant that he was
not notified of the prescribed time limit
and was not otherwise aware of It or that
circumstances beyond his control pre-
vented him from filing an appeal within
the prescribed time limit.

§ 7.48 Appellate procedures.
The Board of Appeals ftnd Review of

the Commission shall review the com-
plaint file of the Department and all rele-
vant written representations made to the
Board. However, there is no right to a
hearing before the Board. The Board may
remand a complaint to the Department
for further investigation or a rehearing
if the Board considers that action neces-
sary, or have additional Investigation
conducted by Commission personnel. The
provisions of this subpart apply to any
further investigation or rehearing re-
sulting from a remand from the Board.
The Board shall issue a written decision
setting forth its reasons for the decision
and send copies thereof to the complain-
ant, his designated representative, and
the Department's Director of EEO. When
corrective action is ordered, the Director
of EEO shall report promptly to the
Board that the corrective action has been
taken. The decision of the Board is final
and there is no further right to appeal,
§ 7.49 Appellate review by the Conimis

sioners.
The Civil Service Commissioners may,

in their discretion, reopen and reconsider

any previous decision when the party
requesting reopening submits written
arguments or evidence which tends to
establish that:
(a) New and material evidence is

available that was not readily available
when the previous decision was Issued.

(b) The previous decision involves an
erroneous interpretation of law or reg-
ulation or a misapplication of established
policy; or
(c) The previous decision is of a prec-

edential nature involving a new or un-
reviewed policy consideration that may
have effects beyond the actual case at
hand. or is otherrise of such an excep-
tional nature as to merit the personal at-
tention of the Commisloners.

PART 10-PUBLICATIONS IN
FEDERAL REGISTER

10.1 Policy.
10.2 Scope.
103 De~fnltlonz.
10.4 Laterala to be published.
10.5 Publicatlon Ia advance of effective

date.

Aur uo-r: The provIsions of this Part 10
Icaued under oec. 7(d), 79 Stat. 670; 42 U.S.C.
3535(d).

§ 10.1 Policy.
It is the policy of the Department tb

formally promulgate its rules and regu-
lations, to give to the public notice con-
cerning them, and to afford, wherever
practicable, to all who may be affected
by them an opportunity to participate in
their formulation through submison of
written comments prior to their effective
date.
§ 10.2 Scope.

This part Identifies the materials
which the Department will publish in
the FE RAL RE iosr.
§ 10.3 Definitions.
(a) "Department" means the Depart-

ment of Housing and Urban Develop-
ment.

(b) "Rules and regulations" means the
formally promulgated statements of the
Department which are of general applf-
cability and future effect and designed
to implement or interpret law or policy
or describe the organization, procedure,
or practice requirements of the Depart-
ment, and which are required to be in-
cluded in the Department's Unified Is-
suances System n the form of Hand-
boos, Circulars, or Guides.

(c) "Handbool"' m e a n s compiled
material of a permanent nature issued
by the Department or an officer thereof
for the guidance of Its employees and
program participants.

(d) "Circular" means material of a
permanent nature dealing with a lim-
ited aspect of a subject, Issued by the
Department or an officer thereof pend-
in. Its inclusion in a Handbook or
Guide.
(e) "Guide" means material of a

permanent though advisory nature.
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(f) "Unified Issuances System" means
the comprehensive system of the De-
partment for dissemination of all for-
mally promulgated statements that
emanate from organizations in the De-
partment. Formally promulgated state-
ments of the Department which are of
general applicability and future effect
and designed to Implement, interpret, or
prescribe law or policy or describe the or-
ganization, procedure, or practice re-
quirements of the Department must be
included in the Unified Issuances System
In the form of Handbooks, Circulars, or
Guides.
§ 10.4 Milaterials to be published.

There shall be published In the FrD-
ERL REGISTER all rules and regulations
of the Department hereafter issued ex-
cept those which it determines to be
concerned solely with matters internal
to the Department or to be of limited in-
terest to the public.
§ 10.5 Publication in advance of effec-

tive date.
The Department is exempt from the

rulemaking procedures of 5 U.S.C. 553
with respect to the majority of its pro-
grams and functions. However, it will,
although not required to do so, volun-
tarily publish in the FEDE REGISTER
Its rules and regulations except those ex-
cepted in § 10.4 or in the last sentence
of this § 10.5 at least 30 days before their
effective date to afford interested per-
sons an opportunity to participate in the
formulation of the final language of such
rules and regulations through submis-
sion of written data, views, or arguments.
The Department will consider all rele-
vant matter presented. The Department
will not make such advance publication
where the Secretary has determined in
the particular case or class of cases that
such advance publication and notice and
public procedure are impracticable, un-
necessary, or contrary to the public
interest.

PART 1 I-SEAL
§ 11.1 Seal.

In accordance with section 7(g) of
the Department of Housing and Urban
Development Act, requiring the Secretary
to cause a seal of office to be made for
the Department of Housing and Urban
Development of such device as the Sec-
retary shall approve, which seal shall be
Judicially noticed, I have caused to be
made a seal the design of which accom-
panies and is made a part of this docu-
ment, and which is' described as follows:
On a white background within a circle
composed of the words, "U.S. Department
of Housing and Urban Development," is
an eagle and two stars. The six upper
bars depicting the upper portion of the
eagle's wings, the torso of the eagle, the
star at the right of the eagle, and the
words, "U.S. Department of Housing and
Urban Development," are colored blue.
The eight lower bars depicting the lower
portion of the eagle's wings and the star
at the left of the eagle are colored green.

" 0

4~G

(Sec. 7(g), 79 Stat. 670; 42 U.S.C. 3535(g))

PART 15'-PRODUCTION OR DISCLO-
SURE OF MATERIAL OR INFORMIA-

- TION
Subpart A-Purposo and PolicySec.

15.1 Definitions.
16.2 Purpose.
15.3 Statement of Policy.

Subpart B-Production and Disclosure of Records
15.11 Publication in the P srAu. Etwso'.
15.12 Materials not published In FEM=AL

REms=.
15.13 Identifiable records produced upon

request.
15.14 Schedule of fees.

Subpart C-Exemptions
15.21 Exemptions authorized by 5 U.S.O.

552.

Subpart D-Whero Records Mcry Do Inspected and
Obtained

15.1 Information centers.
15.32 Information officers.
15.33 Material In Department Central In-

formation Center.

Subpart E-Proceduro for Requesting Access to
Records

15.41 lequests for records.

Subpart F-Disclosuro of Records and Refusal To
Discdoso

15.51 Authority to release records or copie.
15.52 Authority to deny requests for rec-

ords.

Subpart G-Administrative Review of Denials of
Roquests for Records

15.61 Administrative review.

Subpart H-Production in Response to Subpenas
or Demands of Courts or Other Authorities

15.71 Purpose and scope.
15.72 Production prohibited unless approved

by the Secretary.
15.73 Procedure In the event of a demand

for production or disclosure.
15.74 Procedure In the event of an adverse

ruling.
AumTnrry: The provisions of this Part

15 issued under 5 U.S.C. 652 and sec. 7(d),
79 Stat. 670; 42 U.S.C. 3535(d).

Subpart A-Purpose and Policy
§ 15.1 Definitions.

As used in this Part-
(a) "Act" means section 552 of Title

5, United States Code, as amended by

Public Law 90-23, 81 Stat. 54, Juno 5,
1967. Public Law 90-23 repealed and
superseded Public Law 89-487, 80 Stat.
250, July 4, 186, sometimes referred to
as the "Freedom of Information Act" or
"Public Information Act,"

(b) "Department" means the Depart-
ment of Housing and Urban Develo-
ment which consists of the Office of the
Secretary and the several organizational
units.
(c) "Secretary" means the Secretpxy

of Housing and Urban Development.
(d) "Organizational unit" means any

one of the several offices, staffs, divislons,
or administrations of tho Department,
including the Government National
Mortgage Association (0N'MA) and the
Federal Insurance Administration (IW).
"Organizational unit" also include De-
partment Regional offices, Area Of1cm,
and Insuring Offices.

(e) "Person" means "person" as de-
fined in 5 U.S.C. 551(2) to Include cor-
porations and organizations as well as
individuals.

(f) "Information center" means any
place, reading room, desk, or other area
or facility established and maintained
by the Department where the public may
request and obtain Information and rec-
ords concerning the Department's op-
erations and business.
§ 15.2 Purpose.

This part contains the rules and regu-
lations of the Department implementing
5 U.S.C. 552. It Informs the public about
where and how the Department's records
and information may be obtained from
Its organizational units In Washinrton,
D.C., and Its regional and other local
offices throughout the country.
§ 15.3 Statement of policy.

The Department's policy is one of full
and responsible disclosure of Its identi-
fiable records and information consistent
with such competing public interests
concerning the national security, per-
sonal privacy, ad obligations of confi-
dentiality as are recognized by 5 U.S.C.
552. Every effort will be made to fur-
nish service with reasonable promptness
to the public with respect to the obtain-
ing of records and information.
Subpart B--Production and Disclosuro

of Records
§ 15.11 Publication in the Federal Reg.

isler.

Subject to the exemptions in 9 15.21,
the Department shall separately state
and currently publish In the PrimAL
RrGisTR= for the guidance of the public:

(a) Descriptions of its central and
field organization and the established
places at which, the employees from
whom, and the methods whereby, the
public may obtain Information, mao
submittals or requests, or obtain de-
cislons;

(b) Statements of the general course
and method by which Its functions are
channeled and determined, including the
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nature and requirements of all formal
and Informal procedures available;

(c) Rules of procedure, descriptions of
forms available or the places at which
forms may be obtained, and Instructions
as to the scope-nd contents of all papers,
reports, or examinations;

(d) Substantive rules of general ap-
plicability adopted as authorized by law,
and statements of general policy or inter-
pretatlons of general applicability
formulated and adopted by the Depart-
ment; and

(e) Each amendment, revision, or
repeal of the foregoing.
Except to the extent that a person has
actual and timely notice of the terms
thereof, no person shall in any manner
be required to resort to or be adversely
affected by any matter required to be
published in the FtEAL REGIsE and
not so published. For purposes of this
section, matter which is reasonably avail-
able to the class of persons affected there-
by shall be deemed published in the
FEDERAL REGISTER when incorporated by
reference therein with the approval of
the Director of the Office of the Federal
Register, as provided in 1 CFR Part 20.
§ 15.12 Materials not punIihed in Fed-

eral Register.
(a) Subject to the exemptions in

§ 15.21, the Department, in accordance
with this part, shall make available for
public inspection and copying:

(1) Final opinions, including concur-
ring and dissenting opinions, as well as
orders, made in the adjudication of
cases;

(2) Statements of policy and inter-
pretations which have been adopted by
the Department and are not published in
the FmERAL REGiSTER; and

(3) Administrative staff manuals and
Instructions to staff that affect a member
of the public.

(b) To prevent a clearly unwarranted
invasion of personal privacy, the Depart-
ment may delete Identifying details when
it makes available or publishes any
material. Whenever such deletions are
required, the record or copy will be made
available with the space formerly oc-
cupied by such identifying details left
blank, and the justification for the dele-
tion shall be explained fully in writing.

(c) The Department shall maintain
and make available for public Inspection
and copying a current index providing
Identifying information for the public as
to any matter issued, adopted, or
promulgated after July 4, 1967, and
which is required by this section to be
made available or published.
§ 15.13 Identifiable records produced

upon request.

Requests for records and copies may be
made in person during normal business
hours at information centers listed
in § 15.31 of this part. Requests may also
be made by mall addressed to such
centers.

(a) Each request for a record or copy
thereof should identify the record specif-
ically with respect to names, dates, sub-
ject matter, and location, If known. The

Department will notify any parson malk-
Ing a request If further identlfying in-
formation Is needed before his request
can behonored.

(b) Charges will be made in ac-
cordance with the schedule of fees ret
forth in § 15.14 for any records search
which involves more than one man-hour
of work, and for duplicating, reproduc-
Ing, certifying, or authenticating copies
of documents furnished.

(c) When a request Is made for an
Identifiable record of the Department
which has been stored in the National
Archives or other record centers of the
General Services Administration, such
record will be requested by the Depart-
ment if It otherwise would be available
under this part.

(d) Every effort will be made to make
a record in use by the staff of the Depart-
ment available when requested, and such
availability will be deferred only to the
extent necessary to avoid serious inter-
ference with the business of the Depart-
ment.

(e) Copies of a requested record need
not be furnished If the record Is pub-
.ished in the FzMERAr REGISTM or is
available for purchase from the Super-
intendent of Documents of the Govern-
ment Printing Office. Such records may,
however, be examined in one of the
Department's information centers.

§ 15.14 Schedule of fees.
For the services listed below performed

in the location and disclosure or furnish-
ing of copies of records under 5 U.S.C.
552, and pursuant to the policy e:tab-
lished by Congress in 31 U.S.C. 483a,
the following charges will apply:

(a) Records search:
(1) Frst man-hour on any aitnlo request:

no fee.. (2) Each additional man-hour or fraction
thereof: $5.

(b) Copies of documents:
(1) Xerox or equivalent, pag clsa up to

8% Inches by 14 Inches, per page: C023.
(2) Photostat, pago rzzo up to 8, inche3 by

14inches, per pag: $1.
(c) If charge Is le--s than $1.00 per

order: no fee.
(d) Maximum number of copies fur-

"nished of any record: 10.
(e) Certification of true copies, each:

$1.
CM Attestation under the seal of the

Department or GNMA, as the case may
be, each: $2.

(g) Payment of fees under this section
shall be made in cash, or by U.S. money
order, or by certified bank check payable
to the Treasurer of the United St-te.
Postage stamps will not be accepted.

Subpart C-Exemptions
§ 15.21 Exemptions authorized by 5

U.S.C. 552.
A requested record shall not be with-

held from inspection or copying unless
it both (1) comes within one of the
classes of records exempted by 5 U..C.
552, and (2) there is need in the public
Interest to withhold it. In determining
the scope of the classes of records de-

24425

scribad In paragraph Ca.) of this szctisn,
the Attorney Generals lemorandum on
the Public Information Act, June 157,
Nill be used as a guide.

(a) The clrssas of records authoriz-d
to be exempted from dis-clo--ure by 5
U.S.C. 552 are those which concern mat-
ters that are:

(1) Specifically required by Executive
order to be kept secret in the interest
of the national defense or foreign policy;

(2) Related ralely to the internal per-
ronnel rule and practic.s of the De-
partment,;

(3) Specifically exempted from di-clo-
sure by statute;

(4) Trade ecrets and commerciU or
financial information obtained from a
person and privileged or confidential;

(5) Interagzency or Intra-agency mnem-
orandums or letters which would not be
available by law to a party other than an
agency In liti ation with the Depart-
ment;

(6) Personnel and medical files and
similar files the disclosure of which
would constitute a clearly unwarranted
invasion of per-onal privacy;

(7) Investigatory fles-- complied for
law enforcement purpozes except to the
extent available by law to a party othe
than an agency;

(8) Contained in or related to exam-
Ination, operating, or condition reports
prepared by, on behalf of, or for the use
of the Depmtment in connection with
its responsibility for the regulation or
supervision of financial institutions; or

(9) Geolo-Ical and geophysical Infor-
mation and data, Including map3, con-
cerning wells.

Subpart D-Where Records May Be
Inspected and Obtained

§ 15.31 Informtion centerm.
(a) The Departmentmaintainsa Cen-

trol Information Center in Wtzhinaton,
D.C., at the following location:
Department of Housing and Urban Deveop-

ment, 431 Seventh Street SW., noom 1202,
Washington, D.C. 2x0.

(b) The Department also maintains
an information center-

(1) In each of Its Realonal Offices as
follows:
Rcgion I (E=ceon)-Room E,3, John P. ec-

ncdy Buldin. Ec aton, 71= 0023.
Region I (Ue'7 Torl)-25 Federal Piz-

I eW Yor!,, NYT 101,1,7.
RCeion III (PhtIad0ophla)--CurtI Building,

6th and W alnut Streets, Piledelphia, PA
19105.

tegion IV (Atlanta)--5 Peachtree-Saventh
Building M. Atlanta GA. 30323.

Region V (C cago)--so 1orth Luchfg-eu
Avenue. Chicago, IM C3831.

neZion V1 (Fort Worth) -Federal =2c
Building. 819 Taylor Street, Fort Worth,

'X 70102.
Rt on VII (Manz'= City)-r4oam S03 F:I-

eral O~co Building. 911 Walnut Strezr,
Kansa City, 1O G4106.

Rezion VIII (Dcnver)--ew Fad Build-
Ing. 19th and Stout Strctz, Daver, cO
E020.

RegIon IX (San Franckzco)-450 Golden
Gato Avenue, Po-t 02zo Rex 3555., San
FrancLsco. CA 04102.
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Region X (Seattle)-3027 Arcade Plaza
Building, 1321 Second Avenue, Seattle, WA
98102.
(2) With respect to the mortgage loan

activities of GNMA, in each FNMA Re-
gional Office as follows:
215 Penn Center Plaza, Philadelphia, PA

19103.
34 Peachtree Street NE., Atlanta, GA 30303.
1112 Commonwealth Edison Building, 72

West Adams Street, Chicago, IL 60603.
411 North Akard Street, Dallas, TX 75201.
3540 Wilshire Boulevard, Los Angeles, CA

90005.
(3) In each Area Office and each In-

suring Office; for addresses see listings
in local telephone directories under
"United States Government".
§ 15.32 Information officers.

There shall be an information officer
in each of the information centers de-
scribed in § 15.31 who shall be responsi-
ble for making information and records
available to the public in accordance
with this part. The Information officer
in the Department Central Information
Center shall be designated by the Direc-
tor, Office of Public Affairs. The infor-
mation officer in each Regional Office and
field office shall be designated by the
Regional Administrator or the Director
of the office, as the case may be, with the
concurrence of the Director, Office of
Public Affairs.
§ 15.33 Material in Department Central

Information Center.
(a) The Central Information Center

shall contain or have ready access to the
following as a minimum:

(1) FEDERAL REGISTER, Code of Federal
Regulations, and regulations of the De-
partment contained therein;

(2) Precedent final opinions and or-
ders in the adjudication of cases;

(3) Administrative staff manuals
which affect the public;

(4) Program manuals which affect the
public and forms;

(5) Interpretations relied upon as
precedents;

(6) A current index of the foregoing
materials issued, adopted, or promul-
gated after July 4, 1967.

(b) The information center in each
Regional Office, Area Office, and Insuring
Office shall contain or shall have ready
access to such of the above records as
pertain to the activities of that office.

(c) Facilities shall be available to
each information center for the copying
of properly requested and available
records.

Subpart E-Procedures for Requesting
Access to Records

§ 15.41 Requests for records.
(a) Requests for Identifiable records

should be made at the established in-
formation centers.

(b) A request should specify the re-
quested record by brief description, con-
taining the name, number or date as
applicable, n enough detail that the
record can be Identified and located. A
reasonable time should be allowed for

records to be located, copied, and mailed
or otherwise delivered.

(c) The request should be accompa-
nied by the fee or an offer to pay the fee
when determined.

(d) Copies of available records shall
be produced as promptly as possible.
Copying service shall be limited to not
more than 10 copies of any single page.
Records which are published or available
for sale need not be supplied.

Subpart F-Disclosure of Records and
Refusal To Disclose

§ 15.51 Authority to release records or
copies.

The head of each organizational unit
or the designee of each of these officers,
with respect to records pertaining to pro-
grams or activities for which each has
primary responsibility, Is authorized to
release any Department record or copy
thereof when disclosure is clearly appro-
priate under this part. Such authorized
persons may release records for which
another officer has primary responsibility
only with the consent of the other officer
or his designee.
§ 15.52 Authority to deny requests for

records.
The officers and their designees de-

scribed in the preceding § 15.51 may deny
a request for a record. Any denial shall
be promptly made in writing and con-
tain a simple statement of reasons for
the denial. Prior to a denial, the officer
or designee shall clear the matter with
the Office of General Counsel or the office
of the appropriate Regional Counsel.
Denial shall terminate the authority of
the particular officer or designee to re-
lease or disclose the requested record,
which thereafter may not be made avail-
able except with the express authoriza-
tion of the Secretary or his designee.

Subpart G-Administrative Review of
Denials of Requests for Records

§ 15.61 Administrative review.
(a) Review shall be available only

from a written denial of a request for a
record issued under § 15.52, and only if a
written request for review is filed within
30 days after issuance of the written
denial. The filing of a request for review
may be accomplished by mailing to the
Secretary of Hquslng and Urban Devel-
opment, 451 Seventh Street SW., Room
10000, Washington, D.C. 20410, a copy of
the request if in writing, a copy of the
written denial issued under § 15.52, and a
statement of the circumstances, reasons,
or arguments advanced in support of dis-
closure of the original request for the
record. Review will be made promptly by
the Secretary or his designee on the
basis of the written record described in
this § 15.61.

(b) The decision after review will be
in writing, will be promptly communi-
cated to the person requesting review,
and will constitute final action of the
Department on the request, subject to
judicial review as provided in 5 U.S.C.
552(a) (3).

Subpart H-Production in Responso to
Subpenas or Demands of Courts or
Other Authorities

§ 15.71 Purpose and scope.
This subpart contains the regulations

of the Department concerning proce-
durez to be followed when a subpona,
order, or other demand (hereinafter re-
ferred to in this subpart as a "demand")
of a court or other authority Is issued
for the production or disclosure of (a)
any material contained In the files of the
Department, (b) any information relat-
ing to material contained in the files of
the Department, or (c) any information
or material acquired by any person while
such person was an employee of the
Department as a part of the perform-
ance of his official duties or because of
his official status. For the purposes of
this subpart, the term "employee of th
Department" includes all officers and
employees of the United States appointed
by, or subject to the supervision of, the
Secretary.

§ 15.72 Production prohlbitcd unlesg
approved by the Secretary,

No employee or former employee of
the Department shall, in response to a
demand of a court or other authority,
produce any materihl contained in the
files of the Department, or discloso any
information relating to material con-
tained in the files of the Department,
or disclose any information or produce
any material acquired as a part of the
performance of his official duties or be-
cause of his official status, ithout the
prior approval of the Secretary.

§ 15.73 Procedure in the event of a de.
mand for production or disclosore.

(a) Whenever a demand Is made upon
an employee or former employee of the
Department for the production of mate-
rial or the disclosure of information de-
scribed in § 15.71, he shall immediately
notify the Secretary and either the Gen-
eral Counsel or the appropriate Regional
Counsel. The "appropriate Regional
Counsel" shall mean the Regional Coun-
sel for the Regional Office having dele-
gated authority over the project or activ-
Ity with respect to which the information
is sought. If possible, the Secretary shall
be notified before the employee or for-
mer employee concerned replies to or ap-
pears before the court or other authority.

(b) If response to the demand Is re-
quired before the instructions from the
Secretary are received, the U.S. Attorney
or such other attorney as may be deAig-
nated for the purpose, will appear with
the employee or former employee of the

.Department upon whom the demand has
been made, and will furnish the court
or other authority with a copy of the
regulations contained in this subpart
and inform the court or other authorlty
that the demand has been or is belng,
as the case may be, referred for prompt
consideration of the Secretary, The court
or other authority shall be requested re-
spectfully to stay the demand pending
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receipt of the requested instructions
from the Secretary.
§ 15.74 Procedure in the event of an ad-

verse ruling.
If the court or other authority declines

to stay the effect of the demand in re-
sponse to a request made in accordance
with § 15.73(b) pending receipt of in-
structions from the Secretary, or if the
court, or- other authority rules that the
demand must be complied with irrespec-
tive of the instructions from the Secre-
tary not to produce the material or
disclose the information sought, the
employee or former employee upon
whom the demand has been made shall
respectfully decline to comply with the
demand (United States ex rel. Touhy
v. Ragen, 340 U.S. 462).

PART 17-ADMINISTRATIVE CLAIMS
Subpart A-Claims Against Government Under

Federal Tort Claims Act
GENMAs.L PRO 7os

See.
17.1 Scope; deqntions.

I:'20O UPES

17.2 AdministmtIve claim; when pre-
sented; appropriate 31D Office.

17.3 Administrative claim; who may file.
17.4 Administrative claim; evidence and

information to be submitted.
17.5 Investigations.
17.6 Claims investigation.
17.7 Authority to adjust, Setermine, com-

promise, and settle claims.
17.8 Limitations on authority.
17.9 Referral to Department of Justice.
17.11 MFinal denial of claim.
17.12 Action on approved claim.

Subpart B-Collection of Claims by the Govern-
ment Under the Federal Claims Collection Ad
of 1966

17.20 Scope; definitions.
17.21 Incorporation of Joint standards by

reference.
17.22 Subdivision and joining of clahis.
17.23 Authority of offices to attempt collec-

tion of claims.
17.24 Referral of claims to the General

Counsel
17.25 Authority of offices to compromise

claims or suspend or terminate col-
lection action.

17.26 Department Claims Officei.
17.27 Claims files.
17.23 Monthly report of collection action.
17.29 Accounting control
17.30 Record retention.
17.31 Suspension or revocation of ellgibillty.
17.32 Standards for collection of claims.
17.33 Standards for compromise of claims.
17.34 Standards for suspension or termina-

tion of collection action.
17.35 Referral to GAO or Justice Dep3rt-

meqnt.

Subpart C-Clams Under the Military Personnel
and Civilian Employees' Claims Act of 1964

17._0 Scope and purpose.
17.41 Claimants.
17.42 Time limitations.
17.43 Allowable claims.
17.44 Restrictions on certain claims.
17.45 Unallowable claims.
17.46 Claims involving carriers or insurers.
17.47 Settlement of claims.
17.48 Computation of amount of award.
17.48 Attorney'sfees.
17.50 Claims procedures.

Subpart A-Claims Against Govern-
ment Under Federal Tort Claims Act

AavnoaTrr: The provisions ot this Subpart
A issued under 28 U.S.C. ZG72: 23 CPU
14.11; sec. 7(d), 79 Stat. 670, 42 U.S.C. SM5
(d).

Guznn Pnovmsonrs
§ 17.1 Scope; definitions.

(a) This subpart applies to claims as-
serted under the Federal Tort Claims
Act, as amended, accruing on or after
January 18, 1967, for money damnes
against the United States for Injury to or
loss of property or personal Injury or
death caused by the negligent or wrong-
ful act or omission of an oflcer or em-
ployee of the Department while acting
within the scope of his offce or
employment.

(b) This subpart is Issued subject to
and consistent with applicable regula-
tions on administrative claims under the
Federal Tort Claims Act Issued by the
Attorney General (31 P.R. 16616; 28
CFR Part 14).

(c) For purposes of this subpart, the
-term "Departnent" means the Dapart-
ment of Housing and Urban Develop-
ment, which consists of the Offi ce of the
Secretary and the several organizational
units. "Organizational unit" means the
jurisdictional area of each Assistant
Secretary, each office head reporting dl-
rectly to the Secretary, and each Re-
gional Administrator.

Psoc=UnUa
§ 17.2 Administrative claim; miden pre.

sented; appropriate HUD Office.

(a) For purposes of this subpart, a
claim shall be deemed to have been pre-
sented when the Department receives,
at a place designated in paragraph (b) of
this section, an executed "Claim for
Damages or Injury," Standard Form 95,
or other written notification of an Inci-
dent, accompanied by a claim for money
damages in a sum certain for Injury to
or loss of property, for personal Injury,
or for death alleged to have occurred by
reason of the Incident. A claim which
should have been presented to the De-
partment, but which was mistakenly
addressed to or filed with another Fed-
eral agency, is deemed to be presented
to the Department as of the date that
the claim is received by the Department.
If a claim is mistakenly addressed to or
filed with the Department, the Depart-
meat shall forthwith transfer It to the
appropriate Federal agency, If ascertain-
able, or return it to the claimant..

(b) A claimant shall mall or deliver
his claim to the office of employment of
the Department employee or employees
whose negligent or wrongful act or omis-
sion Is alleged to have caused the loss or
Injury complained of. Where such offico
of employment Is the Department Cen-
tral Office in Washington, or Is not rea-
sonably known and not reasonably ascer-
taiable, claimant shall file his claim
with the Assistant Secretary for Ad-
ministration, Department of Houdng and
Urban Development, 451 Seventh Street

Sw., Washington, D.C. 20410. In all other
cases, claimant shall address his claim
to the head of the appropriate ofEce, the
addres of which will generally be found
listed in the Ica l telephone directory.
§ 17.3 Administrative claim; who may

file.
(a) A claim for Injury to or loss of

property may be presented by the o-ner
of the property, his duly authorized
agent, or his legal representatlve

(b) A claim for personal injury may
be presented by the Injured person. his
duly authorized agent, or his legal
reprczentative.

(c) A claim based on death may be
premnted by the ezecutor or adminis-
trator of the decedent's estate, or by an-
other person legally entitled to assert
such a clalm in accordance wivth appJli-
cable State law.

(d) A claim for loss wholly compan-
rated by an insurer with the right of a
subrozee may be presented by the in-
=urer. A claim for los p-artllly compen-
sated by an Insurer with the ri-hts of a
subrogee may be presented by the insurer
or the insured Individually, as their re-
spective interets appear, or Jointly.
whenever an insurer prents a claim
a=erting the rights of a subrogee, he
shall present with his claim appropriat
evidence that he has the rights of a
subrogee.

(e) A claim presented by an agent or
legal representative shall be presented
in the name of the claimant, be signed
by the agent or leg.al representative, show
the title or legal capacity of the person
signina, and be accompanied by evidence
of his authority to present a claim on
behalf of the claimant as agent, executor,
adminlstrator, parent, guardian, or other
representative.
§17.4 Administrative claim; evidence

and information to be submitted.
(a) Personca infuri. In support of a

claim for personal injury, Including pain
and suffering, the claimant may be re-
quired to submit the following evidence
or Information:

(1) A written report by his attending
physician or dentist setting forth the
nature and extent of the injury, nature
and extent of treatment, any degree of
temporary or permanent disability, the
prognosis, period of hospitalization, and
any diminished earning capacity. In ad-
ditlon, the claimant may be required to
submit to a physical or mental exami-
nation by a physician employed or desi-
nated by the Department or anotherFed-
eral agency. A copy of the report of the
examining physiclan sbal be made avail-
able to the claimant upon the clalmant's
written request provided that he has.
upon request, furnished the report re-
ferred to in the first sentence of this
subparagraph and has made or agrea3
to make available to the Department any
other physlcia's report previously or
thereafter made of the physical or men-
tal condition which Is the subject matter
of his claim;

(2) Itemized bills for medical, dental.
and hospital expenses incurred, or Item-
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ized receipts of payment for such
expenses;

(3) If the prognosis reveals the neces-
sity for future treatment, a statement
of expected expenses for such treatment;

(4) If a claim is made for loss of time
from employment, a written statement
from his employer showing actual time
lost from employment, whether he Is
a full- or part-time employee, and wages
or salary actually lost;

(5) If a claim is made for loss of in-
come and the claimant Is self-employed,
documentary evidence showing the
amount of earnings actually lost;

(6) Any other evidence or information
which may have a bearing on either the
responsibility of the United States for
the personal injury or the damages
claimed.

(b) Death. In support of a claim based
on death, the claimant may be required
to submit the following evidence or in-
formation:

(1) An authenticated death certificate
or other competent evidence showing
cause of death, date of death, and age
of the decedent;

(2) Decedent's employment or occu-
pation at time of death, including his
monthly or yearly salary or earnings (if
any), and the duration of his last em-
ployment or occupation;

(3) Full names, addresses, birth dates,
ldnship, and marital status of the de-
cedent's survivors, including identifica-
tion of those survivors who were de-
pendent for support upon the decedent
at the time of his death;

(4) Degree of support afforded by the
decedent to each survivor dependent
upon him for support at the time of his
death;

(5) Decedent's general physical and
mental condition before death;

(6) Itemized bills for medical and
burial expenses incurred by reason of
the incident causing death, or itemized
receipts of payment for such expenses;

(7) If damages for pain and suffering
prior to death are claimed, a physician's
-detailed statement specifying the in-
Juries suffered, duration of pain and suf-
fering, any drugs administered for pain,
and the decedent's physical condition
in the interval between injury and
death;

(8) Any other evidence or informa-
tion which may have a bearing on either
the responsibility of the United States for
the death or the damages claimed.

(c) Property damage. In support of a
claim for Injury to or loss of property,
real or personal, the claimant may be re-
quired to submit ,the following evidence
or Information:

(1) Proof of ownership;
(2) A detailed statement of the

amount claimed with respect to each
item of property;

(3) An Itemized receipt of payment for
necessary repairs or itemized written es-
timates of the cost of such repairs;

(4) A statement listing date of pur-
chase, purchase price, and salvage value
where repair is not economical;

(5) Any other evidence or informa-
tion which may have a bearing on either

the responsibility of the United States
for the Injury to or loss of property or the
damages claimed.
§ 17.5 Investigations.

The Department may investigate, or
may request any other Federal agency
to investigate, a claim filed under this
subpart.
§ 17.6 Claims investigation.

(a) When a claim has been filed with
the Department, the head of the orga-
nizational unit concerned or his designee
shall designate one employee In that unit
who shall act as, and who shall be re-
ferred to herein as, the Claims Investi-
gating Officer for that particular claim.
When a claim is received by the head
of an organizational unit to which this
subpart applies, it shall be forwarded
with or without comment to the desig-
nated Claims Investigating Officer, who
shall:

(1) Investigate as completely as Is
practicable the nature and circum-
stances of the occurrence causing the
loss or damage of the claimant's prop-
erty;

(2) Ascertain the extent of loss or
damage to the claimant's property;

(3) Assemble the necessary forms with
required data contained therein;

(4) Prepare a brief statement setting
forth the facts relative to the claim, a
statement whether the claim satisfies the
requirements of this subpart, and a rec-
ommendation as to the amount to be
paid in settlement of the claim;

(5) Submit such forms, statements,
and all necessary supporting papers to
the head of the organizational unit
having jurisdiction over the employee
involved, who will be responsible for as-
suring that all necessary data has been
obtained for the file. The head of the
organizational unit will transmit the
entire file to the General Counsel.
§ 17.7 Authority to adjust, determine,

compromise, and settle claims.
The General Counsel, the Deputy Gen-

eral Counsel, and such employees of the
Office of the General Counsel as may be
designated by the General Counsel, are
authorized to consider, ascertain, adjust,
determine, compromise, and settle claims
pursuant to the Federal Tort Claims
Act, 28 U.S.C. 2671, and the regulations
contained in 28 CFR Part 14 and in this
subpart.
§ 17.8 Limitations on authority.

(a) An award, compromise, or settle-
ment of a claim under section 2672 of
title 28, United States Code, and this sub-
part in excess of $25,000 may be effected
only with the prior written approval of
the Attorney General or his designee.
For the purpose of this paragraph, a
principal claim and any derivative or
subrogated claim shall be treated as a
single claim.

(b) An administrative claim may be
adjusted, determined, compromised, or
settled only after consultation with the
Department of Justice when, In the
opinion of the General Counsel or his
designee:

(1) A new precedent or a new point
of law is involved; or

(2) A question of policy is or may be
involved; or

(3) The United States Is or may be
entitled to indemnity or contribution
from a third party, and the Department
is unable to adjust the third party claim;
or

(4) The compromise of a particular
claim, as a practical matter, will or may
control the disposition of a related claim
in which the amount to be paid may ex-
ceed $25,000.

(c) An administrative claim may be
adjusted, determined, compromised, or
settled only after consultation with the
Department of Justice when the De-
partment is Informed or Is otheiitke
aware that the United States or an of-
ficer, employee, agent, or cost-type con-
tractor of the United States Is Involved
in litigation based on a claim arlilng out
of the same Incident or transaction.
§ 17.9 Referral to Department of Jim'

tice.

When Department of Justice approval
or consultation Is required under 5 17.8,
the referral or request shall be trans-
mitted to the Department of Justice by
the General Counsel of the Department
or his designee.
§ 17.11 Final denial of claim.

Final denial of an administrative claim
shall be in vniting, and notification of
denial shall be sent to the claimant, his
attorney, or legal represent-,tive by corti-
fied or registered mal. The notification
of final denial may Include a statement
of the reasons for the denial and shall
include a statement that, If the claimant
Is dissatisfied with the Department ac-
tion, he may file suit in an appropriate
U.S. District Court not later than 6
months after the date of mailing of the
notification.

§ 17.12 Action on approved claim.
(a) Payment of a claim approved u-

der this subpart is contingent on claim-
ant's execution of (1) a "Claim for Dam-
age or Injury," Standard Form 05; (2)
a claims settlement agreement; and (3)
a "Voucher for Payment," Standard
Form 1145, as appropriate. When a
claimant Is represented by an attorney,
the voucher for payment shall designate
both the claimant and his attorney as
payees, and the check shall be delivered
to the attorney, whose address shall ap-
pear on the voucher.

(b) Acceptance by the claimant, his
agent, or legal representative of an
award, compromise, or settlement made
under section 2672 or 2677 of title 28,
United States Code, is final and conolu-
sive on the claimant, his agent or legal
representative, and any other person on
whose behalf or for whose benefit the
claim has been presented, and consti-
tutes a complete release of any claim
against the United States and against
any officer or employee of the Govern-
ment whose act or omission gave rise to
the claim, by reason of the same subject
matter.

FEDERAL REGISTER, VOL. 36, NO. 246-VWEDNESDAY, DECEMBER 22, 1971

24428



RULES AND REGULATIONS

Subpart B-Collection of Claims by
the Government Under the Federal
Claims Collection Act of 1966

A=on=r: The provisions of this Subpart
B issued under sec. 3, 80 Stat. 309; 31 U.S.C.
952; 4 CFR Parts 101-105.
§ 17.20 Scope; definitions.

(a) Scope. This subpart sets forth the
regulations of the Secretary of Housing
and Urban Development implementing
the Federal Claims Collection Act of 1966
(the Act), in conformity with the stand-
ards jointly promulgated by the Attor-
ney General and the Comptroller Gen-
eral in 4 CFR Parts 101 through 105. The
Act (1) requires the Secretary or his des-
ignee to attempt collection of all claims
of the United States for money or prop-
erty arising out of the activities-of the
Department; and (2) authorizes the Sec-
retary or his designee to compromise
such claims that do not exceed $20,000
exclusive of interest, or to suspend or ter-
minate collection action where it appears
that no person liable on such claim has
the present or prospective financial abil-
ity to pay any significant sum thereon or
that the cost of collecting such claim is
likely to exceed the amount of recovery.

(b) Deftnitions. For purposes of this
subpart, "office" means the organization
of each Assistant Secretary, the Federal
Insurance Administrator, the Govern-
ment National Mortgage Association, the
Community Development Corporation,
and each Regional Office, Area Office
and Insuring Office.
§"17.21 Incorporation of joint standards

by reference.
All administrative actions to collect

claims arising out of the activities of the
Department shall be performed in ac-
cordance with the applicable standards
prescribed in 4 CFR Parts 101 through
105, which are incorporated by reference
and supplemented in this subpart.
§ 17.22 Subdivision and joining of

claims.
(a) A debtor's liability arising from a

particular transaction or contract shall
be considered as a single claim in deter-
mining whether the claim is one not
exceeding $20,000 exclusive of interest
for the purpose of compromise or ter-
mination of collection action. Such a
claim may not be subdivided to avoid
the monetary ceiling established by the
Act.

(b) Joining of two or more single
claims in a demand upon a particular
debtor for payment totaling more than
$20,000 does not preclude compromise
or termination of collection action with
respect to any one of such claims that
does not exceed $20,000 exclusive of
interest.

17.23 Authority of offices to attempt
collection of claims.

Each office of the Department shall
attempt to collect in full all claims of the
Department for money or property aris-
ing out of the activities of the office. Each

office shall designate a claims collection
officer, who shall assemble complete in-
formation concerning each claim at the
time it accrues and currently maintain
the file.
§ 17.24 Referral of claims to the General

Counsel.
(a) Authority of the General Counsel.

The General Counsel shall exercise the
powers and perform the dutiez of the
Secretary to compromise, or to suspend
or terminate collection action on, all De-
partment claims not exceeding $20,000
exclusive of Interest, except as provided
it § 17.25 and paragraph (b) of this sec-
tion. When initial attempts at collection
by the office having responsibility for
such claims have not been fully success-
ful, the claim file shall be forwarded to
the General Counsel for further admin-
istrative collection procedures. Claims
shall be referred to the General Counsel
well within the applicable statute of
limitations (28 U.S.C. 2415 and 2416),
but in no event more than 2 years after
the claims accrued.

(b) Exclusions. There shall be no com-
promised or terminated collection action
with respect to any claim: (1) As to
which there is an indication of fraud.
the presentation of a false claim, or mils-
representation on the part of the debtor
or any other party having an interest
in the claim; (2) based in whole or in
part on conduct in violation of the anti-
trust laws; (3) based on tax statutes; or
(4) arising from an exception made by
the General Accounting Office In the
account of an accountable officer. Such
claims shall be promptly referred to the
Justice Department or GAO, as ap-
propriate.
§ 17.25 Authority of offices to conipro-

naise claims or suspend or terminate
collection action.

(a) Small claim. Where it appears
that the cost of collecting a claim of less
than $400 will exceed the amount of
recovery, the claims collection officer is
authorized to compromise the claim or
to terminate collection action.

(b) Claims arising under certdfn pro-
grams. The office primarily responsible
for the following programs of the De-
partment is authorized, in those case
where initial collection attempts are not
wholly successful, to compromise or to
suspend or terminate collection action on
claims not exceeding $20,000 with re-
spect to:

(1) A claim on a property improve-
ment loan account under title I of the
National Housing Act;

(2) A claim on a rehabilitation loan
account under section 312 of the Hous-
ing Act of 1964;

(3) A claim against tenants or former
tenants of properties acquired by, or
under the custody of, the Secretary or
held by him as mortgagee in posseasion;
or

(4) A claim arising out of the opera-
tional (nonadministrative) activities of
the Government National M ortgage As-
soclation (GNM ).

However, no office shall undertake to
compromise or terminate any collection
action excluded under § 17.24(b).
§17.26 Department Claims Officer.

The General Counsel shall designate
an employee of the Office of General
Counsel as Department Claims Officer,
who shall be responsible for establish-
ing an efficient, modern claims collec-
tion system in the Department. The De-
partment Claims Officer will supervise
and train employees of a collection unit
in the General Counsel's Office and co-
ordinate collection activities of the De-
partment offices.
§ 17.27 Claims fles.

Each claims collection officer is respon-
sible for obtaining current credit data
about each person against whom a claim
is pending in his office. The file shall be
kept reasonably up to date by the De-.
partment Claims Officer for claims re-
ferred to the General Counsel for collec-
tion. Such credit data may take the form
of (a) a commercial credit report, (b) an
agency investigative report showing the
debtor's assets and liabilities and his in-
come and expenses, (c) the individual
debtor's own financial statement ex-
ecuted under penalty of perjury reflect-
Ing his assets and liabilities and his in-
come and expenses, or (d) an audited
balance sheet of a corporate debtor. The
file should also contain a checklist or
brief summary of actions taken to collect
or compromise a claim.
§ 17.21 Monthly report of collection

action.

The Department Claims Officer shill
make a monthly report to the General
Counsel and all offices that have referred
claims for collection. The report should
contain the following information as a
minimum:

(a) All outstanding claims referred to
the General Counsel for administrative
collection, including the name and ad-
dress. of the debtor, the amount of the
claim, the date the claim accrued, the
basis of the claim, the office referring the
claim, and the current progresz of collec-
tion activities.

(b) All claims compromised or on
which collection has been sus-pended or
terminated or referred to GAO or Justice
for further collection action durin- the
month. The collection action taken and
the basis for the action should be in-
dicated.

(c) All claims referred to the Depart-
ment of Justice under § 17.24(a).

(d) Claims returned to this Depart-
ment by the Justice Department for fur-
ther collection action because Justice's
handling was not warranted.
§ 17.29 Accounting control.
Each offtce and the Dpartment CIms

Officer shall process all claims collections
through the appropriate accounting office
and report the collection, compromise,
suspension and termination of all claims
to the appropriate accounting office for
recording.
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§ 17.30 Record retention.
The file of each claim on which admin-

istrative collection action has been com-
pleted shall be retained by the appropri-
ate office or the General Counsel not less
than 1 year after the applicable statute
of limitations has run.
§17.31 Suspension or revocation of

eligibility.
(a) Where a contractor, grantee, or

other participant in programs sponsored
by the Department fails to pay his debts
to the Department within a reasonable
time after demand, the fact shall be re-
ported by the General Counsel to the
Director, Office of Investigation, who
shall place such defaulting participant's
name on the Department's list of de-
barred, suspended and ineligible con-
tractors and grantees and the participant
will be so advised.

(b) The failure of any surety to honor
its obligations in accordance with 6
U.S.C. 11 is to be *reported at once to
the General Counsel who shall so advise
the Treasury Department. The Treasury
Department will notify this Department
when a surety's certificate of authority
to do business with the Government has
been revoked or forfeited.
§ 17.3Z Standards for collection of

claims.
(a) Demand for payment. Appropriate

written demands shall be made upon the
debtor which shall Include information
relating to the consequences of his fail-
ure to cooperate.

(b) Collection by offset. Collection by
offset will be administratively under-
taken on claims which are liquidated or
certain in amount In every instance
where this is feasible.

(c) Liquidation of collateral. Where
the Department holds security or col-
lateral that may be liquidated and the
proceeds applied on debts due it through
the exercise of a power of sale in the
security instrument or a nonjudicial fore-
closure, such procedures should be fol-
lowed if the debtor falls to pay his debt
within a reasonable time after demand,
unless the cost of disposing of the col-
lateral will be disproportionate to Its
value or special circumstances require
Judicial foreclosure.

(d) Collection in installments. Claims
with accrued interest should be collected
in full in one lump sum whenever this is
possible. However, if the debtor is finan-
cially unable to pay the indebtedness in
one lump sum, payment may be accepted
in regular installments.

(e) Interest. Where prejudgment in-
terest is not mandated by statute, con-
tract or regulation, the interest shall be
assessed at 7 percent. Prejudgment in-
terest may be waived as an inducement
to voluntary payment. In such cases de-
mand letters should inform the debtor
that prejudgment interest will be col-
lected if suit becomes necessary. When a
debt is paid in installments and interest
is collected, installment payments will
first be applied to the payment of accrued
interest and then to principal in accord-
ance with the so-called "U.S. Rule" un-

less a different rule is prescribed by
statute, contract or regulation. Prejudg-
ment interest shall not be demanded or
collected on civil penalty and forfeiture
claims unless the statute under which
the claim arises authorizes the collection
of such interest.

(f) Omission not a defense. Failure to
comply with any standard prescribed in
4 CFR Chapter I or in this subpart
shall not be available as a defense to any
debtor.
§ 17.33 Standards for compromise of

claims.
(a) Compromise offer. An offer to com-

promise may be accepted (1) if there is
real doubt concerning the Department's
ability to prove its case in court for the
full amount claimed; (2) if the cost of
collecting the claim does not justify the
enforced collection of the full amount;
(3) if in connection with statutory penal-
ties or forfeitures established as an aid
to enforcement and to compel compli-
ance, the Department's enforcement
policy will be adequately served by ac-
ceptance of the sum to be agreed upon,
or (4) for other reasons deemed valid by
the General Counsel (or other designee)
and made a part of the claim record.

(b) Documentary evidence of com-
promise. No compromise of a claim shall
be final or binding on the Department
unless it is in writing and signed by the
appropriate officer who has authority to
compromise the claim pursuant to this
subpart.
§ 17.34 Standards for suspension or ter-

mination of collection action.
(a) Suspension of collection action.

Collection action shall be suspended
temporarily on a claim when the debtor
cannot be located after diligent effort but
there is reason to belieVe that future col-
lection action may be sufficiently produc-
tive to justify periodic review and action
on the claim, having consideration for its
size and the amount which may be real-
ized. Collection action may be sus-
pended temporarily on a claim when the
debtor owns no substantial equity in
realty and is presently unable to make
payment on the Department's claim or
effect a compromise, but his future pros-
pects justify retention of the claim for
periodic review and action and (1) the
applicable statute of limitations has been
tolled or started anew or (2) future col-
lection can be effected by offset notwith-
standing the statue of limitations. Sus-
pension as to a particular debtor should
not defer the early liquidation of secu-
rity for the debt.

(b) Termination of collection action.
Collection action may be terminated and
the Department file closed for the follow-
ing reasons: (1) No substantial amount
can be collected; (2) the debtor cannot
be located; (3) the cost will exceed re-
covery; (4) the claim is legally without
merit; or (5) the claim cannot be sub-
stantiated by evidence.
§ 17.35 Referral to GAO or Justice De-

partment.
(a) Claims referred. Claims which

cannot be collected, compromised, or

terminated in accordance with 4 CFM
Parts 101 to 105 will be referred to the
General Accounting Office in accordance
with 31 U.S.C. 71 or to the Department
of Justice if this Department hao been
granted an exception from referrals to
the General Accounting Office. Alco, If
there is doubt as to whether collection
action should be suvpended or termi-
"nated on a claim, the claim may be re-
ferred to the General Accounting Office
for advice. When recovery of a Judg-
ment is prerequisite to imposition of ad-
ministrative sanctions, the claim may
be referred to the Justice Department
for litigation even though termination
of collection activity might otherwIce be
considered,

(b) Prompt referral. Such referrals
shall be made as early as posible con-
sistent with aggressive collection action,
and in any event, well within the statute
of limitations for bringing suit against
the debtor.

Subpart C-Claims Under the Vilitary
Personnel and Civilian Employees'
Claims Act of 1964

Auruonrrr: Tho provisIona of this Subpart
o Issued under rec. 3, 78 Stat. 7G7; 31 U.0J.0,
211; sec. 7(d), '19 Stat. 070; 42 U.SO. 3535(d).
§ 17.40 Scope and purpoze.

(a) This subpart applies to all claims
filed by or on behalf of employees of the
Department of Housing and Urban De-
velopment for loss of or damage to per-
sonal property which occum incident to
their service with HUD under the Mli-
tary Personnel and Civilian Employce'
Claims Act of 1964. A claim must be sub-
stantiated and the possession of the
property determined to be reasonable,
useful, or proper. The maximum amount
that can be paid under any claim under
the Act Is $6,500 and property may be re-
placed in kind at the option of the Gov-
ernment. Nothing in this subpart shall be
construed to bar claims payable tinder
statutory authority.

(b) HUD Is not an insurer and does
not underwrite all personal property
losses that an employee may sustain,
Employees are encouraged to carry pri-
vate Insurance to the maximum oxtent
practicable to avoid large losse or
losses which may not be recoverable from
HUD. The procedures set forth in thiso
section are desigmed to enable the claim-
ant to obtain the maximum amount of
compensation for his los or damage.
Failure of the claimant to comply with
these procedures may reduce or prcoludo
payment of his claim under this subpart.
§ 17.41 Claimanu.

(a) A claim pursuant to this subpart
may only be made by:

(1) An employee of HUD.
(2) A former employee of HUD whose

claim arises out of an incident ocouring
before his separation from HUD.

(3) Survivors of a person named in
subparagraph (1) or (2) of this para-
graph, in the following order of
precedence:
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Wi Spouse.
(ii) Children.
(iii) Father or mother, or both.
(iv) Brothers or sisters, or both.
(4) The authorized agent or legal rep-

resentative of a person named in sub-
paragraphs (1), (2), and (3) of this
paragraph.

(b) A claim may not be presented by
or for the benefit of a subrogee, assignee,
conditional vendor, or other third party.
§ 17.42 Time llmitations.

A claim under this part may be allowed
only if:

(a) Except as provided in paragraph
(b) of this section, it is filed in writing
within 2 years after accrual. For pur-
poses of this part, a claim accrues at the
time of the accident or incident causing
the loss or damage, or at such time as
the loss or damage should have been dis-
covered by the claimant by the exercise
of due diligence.

(b) It cannot be filed within the time
limits of paragraph (a) of this section,
because it accrues in time of'war or in
time of armed conflict in which any
armed force of the United States is en-
gaged or if such a war or armed conflict
intervenes within 2 years after it accrues,
and if good cause is shown, and if it is
filed not later than 2 years after that
cause ceases to exist, or 2 years after the
war or armed conflict is terminated,
whichever is earlier.
§ 17.43 Allowable claims.

(a) A claim may be allowed only if:
(1) The damage or loss was not caused

wholly or partly by the negligent or
wrongful act of the claimant, his agent,
the members of his family, or his private
employee (the standard to be applied is
that of reasonable care under the cir-
cumstances); and

(2) The possession of the property lost
or damaged and the quantity possessed
is determined to have been reasonable,
useful, or proper under the circum-
stances; and

(3) The claim is substantiated by
proper and convincing evidence.

(b) Claims which are otherwise allow-
able under this part shall not be dis-
allowed solely because the property was
not in the possession of the claimant at
the time of the damage or loss, or solely
because the claimant was not the legal
owner of the property for which the
claim is made. For example, borrowed
property may be the subject of a claim.

(c) Subject to the conditions in para-
graph (a) of this section, and the other
provisions of this subpart, any claim for
damage to, or loss of, personal property
incident to service with HUD may be
considered and allowed. The following
are examples of the principal types of
claims which may be allowed, but these
examples are not exclusive and other
types of claims may be allowed, unless
excluded by § 17.44 and 17.45:

(1) Property loss or damage in quar-
ters or other authorized places. Claims
may be allowed for damage to, or loss of,
property arising from fire, flood, hurri-

cane, other natural disaster, theft, or
other unusual occurrence, while such
property is located at:

(W Quarters within the 50 States or
the District of Columbia that were as-
signed to the claimant or otherwise
provided in kind by the United States;

(i) Quarters outside the 50 States and
the District of Columbia that were oc-
cupied by the claimant, whether or not
they were assigned or otherwise pro-
vided in kind by the United States, ex-
cept when the claimant is a civilian em-
ployee who is a local inhabitant; or

(iii) Any warehouse, office, working
area, or other place (except quarters)
authorized or apparently authorized for
the reception or storage of property.

(2) Transportation or travel losses.
Claims may be allowed for damage to,
or loss of, property incident to trans-
portation or storage pursuant to orders,
or in connection with travel under
orders, including property In the cus-
tody of a carrier, an agent or agency of
the Government, or the claimant.

(3) Mobile homes. Claims may be al-
lowed for damage to, or loss of, mobile
homes and their contents under the pro-
visions of subparagraph (2) of this para-
graph (c). Claims for structural dam-
age to mobile homes, other than that
caused by collision, and damage to con-
tents of mobile homes resulting from
such structural damage, must contain
conclusive evidence that the damage was
not caused by structural deficiency of
the mobile home and that It was not
overloaded. Claims for damage to, or
loss of, tires mounted on mobile homes
will not be allowed, except in cases of
collision, theft, or vandalism.

(4) Enemy action or public service.
Claims may be allowed for damage to,
or loss of, property as a direct conse-
quence of:

(i) Enemy action or threat thereof, or
combat, guerila, brigandage, or other
belligerent activity, or unjust confisca-
tion by a foreign power or its nationals;

(il) Action by the claimant to quiet a
civil disturbance or to alleviate a public
disaster; or

(iII) Efforts by the claimant to save
human life or Government property.

(5) Property used for benefit of the
Government. Claims may be allowed for
damage to, or loss of, property when used
for the benefit of the Government at the
request of, or with the knowledge and
consent of, superior authority.

(6) Clothing and accessories. Claims
may be allowed for damage to, or loss of,
clothing or accessories customarily worn
on the person, such as eyeglasses, hearing
aids, or dentures.
§ 17.44 Restrictions on ccrtain clainm.

Claims of the type described in this
section are only allowable subject to the
restrictions noted:

(a) Money or currency. Claims may be
allowed for loss of money or currency
only when lost incident to fire, flood,
hurricane, other natural disaster, or by
theft from quarters (as limited by para-
graph (a). of § 17.45). In Instances of

theft from quarters, It must be conclu-
sively shown that the quarters were
locked at the time of the theft. Reim-
bursement for loss of money or currency
is limited to an amount which is deter-
mined to have been reasonable for the
claimant to have had in his possession at
the time of the loss.

(b) Government property. Claims
may only be allowed for property owned
by the United States for which the
claimant Is financially responsible to
any agency of the Government other
than HUD.

c) Estimate fees. Claims may include
fees pald to obtain estimates of repair
only when it is clear that an estimate
could not have been obtained without
paying a fee. In that case, the fee may
be allowed only in an amount deter-
mined to be reasonable in relation to
the value of the property or the cost
of the repairs.

(d) Automobiles and other motor ve-
hicles. Claims may only be allowed for
damage to, or loss of, automobiles and
other motor vehicles if:

(1) Such motor vehicles were required
to be used for official Government busi-
ness (official Government business, as
used here, does not include travel, or
parking incident thereto, between quar-
ters and oMce, or use of vehicles for the
convenience of the owner. However, it
does include travel, and parking incident
thereto, between quarters and assigned
place of duty specifically authorized by
the employee's supervisor as being more
advantageous to the Government); or

(2) Shipment of such motor vehicles
was being furnished or provided by the
Government, subject to'the provisions of
§ 17A6.
§ 17.45 Unallowable claims.

Claims are not allowable for the
following:

(a) Unassigned quarters in United
States. Property los or damage in quar-
ters occupied by the claimant within the
50 States or the District of Columbia
that were not assigned to him or other-
wise provided in kind by the United
States.

(b) Business property. Property used
for business or profit.

c) Unserviceable property. Wornout
or unserviceable property.

d) illegal possession. Property ac-
quired, possessed, or transported in vio-
lation of law or in violation of applicable
regulations or directives.

(e) Articles of extraordinary value.
Valuable articles, such as cameras,
watches, Jewelry, furs, or other articles
of e.-traordinary value, when shipped
with household goods or as unaccom-
panied baggage (shipment includes stor-
age). This prohibition does not apply
to articles in the personal custody of the
claimant or articles properly checked.
provided that reasonable protection or
security measures have been taken by
claimant.

(f) Minimum amount. Lass or damage
amounting to less than $10.
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§ 17.46 Claims involving carriers or in-
surers.

In the event the property which is the
subject of a claim was lost or damaged
while in the possession of a carrier or
was insured, the following procedures
will apply:

(a) Whenever property is damaged,
lost, or destroyed while being shipped
pursuant to authorized travel orders, the
owner must file a written claim for re-
imbursement with the last commercial
carrier known or believed to have han-
dled the goods, or the carrier known to
be in possession of the property when the
damage or loss occurred, according to
the terms of its bill of lading or con-
tract, before submitting a claim against,
the Government under this subpart.

(1) If more than one bill of lading or
contract was issued, a separate demand
should be made against the last carrier
on each such document.

(2) The demand should be made
within 9 months of the date that de-
livery was made, or within 9 months of
the date that delivery should ordinarily
have been made.

(3) f it is apparent that the damage
or loss is attributable to packing, stor-
age, or unpacking while in the custody of
the Government, no demand need be
made against the carrier.

(b) Whenever property which is dam-
aged, lost, or destroyed incident to the
claimant's service is insured in whole or
in part, the claimant must make demand
in writing against the insurer for reim-
bursement under the terms and condi-
tions of the insurance coverage, prior to
the filing of the concurrent claim
against the Government.

(c) Failure to make a demand on a.
carrier or insurer or to make all reason-
able efforts -to protect and prosecute
rights available against a carrier or in-
surer and to collect the amount recover-
able from the carrier or insurer may
result in reducing the amount recover-
able from the Government by the maxi-
mum amount which would have been
recoverable from the carrier or insurer,
had the claim been timely or diligently
prosecuted. However, no deduction will
be made where the circumstances of the
claimant's service preclude reasonable
filing of such a claim or diligent prosecu-
tion, or the evidence indicates a demand
was impracticable or would have been
unavailing.

(d) Following the submission of the
claim against the carrier or insurer, the
claimant may immediately submit his
claim against the Government in accord-
ance with the provisions of this subpart,
without waiting until either final ap-
proval or denial of his claim Is made by
the carrier or insurer.

(1) Upon submitting his claim, he will
certify in his claim that he has or has
not gained any recovery from a carrier
or insurer, and enclose all correspondence
pertinent thereto.

(2) If final action has not been taken
by the carrier or insurer on his claim, he

will immediately notify them to address
all correspondence in regard to his claim
to him, in care of the General Counsel
)of HUD.

(3) The claimant shall advise the
General Counsel of any action taken by
the carrier or insurer on his claim and
upon request shall furnish all corre-
spondence documents, and other evidence
pertinent to the matter.

(e) The claimant will assign to the
United States to the extent of any pay-
ment on his claim accepted by him, all his
right, title and interest in any claim he
may have against any carrier, insurer, or
other party arising out of the incident on
which the claim against the United
States is based. After payment of his
claim by the United States, the claimant
will, upon receipt of any payment from
a carrier or insurer, pay the proceeds
to the United States to the extent of the
payment received by him from the
United States.

(f) Where a claimant recovers for the
loss from the carrier or Insurer bafor,
his claim under this subpart Is settled,
the amount or recovery shall be applied
to his claim as follows:

(1) When the amount recovered from
a carrier, insurer, or other third party
is greater than or equal to the claimant's
total loss as determined under this part,
no compensation is allowable under this
part.

(2) When the amount recovered is less
than such total loss, the allowable
amount Is determined by deducting the
recovery from the amount of such total
loss.

(3) For the purpose of this paragraph
(f) the claimant's total loss is to be de-
termined without regard to the $6,500
maximum set forth above. However, if
the resulting amount, after making this
deduction, exceeds $6,500, the claimant
will be allowed only $6,500.
§ 17.47 Settlement of claims.

(a) The General Counsel, HUD, is
authorized to settle (consider, ascertain,
adjust, determine, and dispose of,
whether by full or partial allowance or
disallowance) any claim under this
subpart.

(b) The General Counsel may formu-
late such procedures and make such re-
delegations as may be required to fulfill
the objectives of this subpart.

(c) The General Counsel shall con-
duct such investigation as may be ap-
propriate in order to determine- the
validity of a claim.

(d) The General Counsel shall notify
a claimant in writing of action taken on
his claim, and If partial or full disallow-
ance is made, the reasons therefor.

(e) In the event a claim submitted
against a carrier under § 17.46 has not
been settled before settlement of the
claim against the Government pursuant
to this subpart, the General Counsel shall
notify such carrier or Insurer to pay the
proceeds of the claim to HUD to the
extent HUD has paid such to claimant
in settlement.

§ 17.48 Computation of amount of
award.

(a) The amount allowed for damage to
or loss of any Item of property may not
exceed the cost of the item (either the
price paid in cash or property, or the
value at the time of acquistion If not
acquired by purchase or exchango);
and there will be no allowance for re-
placement cost or for appreciation in
the value of the proporty. Subject to
these limitations, the amount allowable
is either:

(1) The depreciated value, immedi-
ately prior to the loss or damage, of prop-
erty lost or damaged beyond economical
repair, less any salvage value; or

(2) The reasonable cost of repairs,
when property Is economically repairable,
provided that the cost of repairs doe. not
exceed the amount allowable under sub-
paragraph (1) of this paragraph.

(b) Depreciation in value is deter-
mined by considering the type of article
involved, its cost, Its condition when
damaged or lost, and the time elapsed
between the date of acquisition and the
date of damage or loss.

(c) Replacement of lost or damaged
property may be made in kind whenever
appropriate.
§ 17.49 Attorney's fees.

No more than 10 per centum of the
amount paid In settlement of each indi-
vidual claim submitted and settled under
this subpart shall be paid or delivered
to or received by any agent or attorney
on account of services rendered in con-
nection with that claim.
§ 17.50 Claims procedures.

(a) Applicants shall file claims In vrlt-
ing with the General Counsel, Depart-
ment of Housing and Urban Develop-
ment, Washington, D.C. 20410.

(b) Each written claim shall contain,
as a minimum-

(1) Name, address, place of employ-
ment of claimant.

(2) Place and date of loz. or damage.
(3) A brief statement of the faocts

and circumstances surrounding les or
damage.

(4) Cost, date, and place of acquisi-
tion of each piece of property lost or
damaged.

(5) Two itemized repair estimates, or
value estimates, whichever is applicable.

(6) Copies of police reports, If
applicable.

,(7) With respect to claims involving
thefts or losses in quarters or other places
where the property w=s reasonably kept,
a statement as to what security precau-
tions were taken to protect the property
involved.

(8) With respect to claims involving
property being used for the benefit of
the Government, a statement by the
employee's supervisor evidencing that the
claimant was required to provide such
property or that his providing It wam in
the interest of the Government.

(9) Other evidence as may be required
by the General Counsel.
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PART 24-DEBARMENT, SUSPENSION,
AND INELIGIBILITY OF CONTRAC-
TORS AND GRANTEES

Sec.
24.0 Policy.
24.1 Scope.
24.2 Authority.
24.3 Applicability.
24-4 Definitions.
24.5 General.
24.6 ]Establlshment and maintenance of

lists of contractors and grantees de-
barred, suspended, declared ineligl-
ble; auxiliary lists.

247 Bases for entry.
24.8 Treatment to be accorded contractors

or grantees In debarred, suspended,
or ineligible status.

24.9 Causes and conditions applicable to
determination of debarment.

24.10 Procedural requirements relating to
the Imposition of debarment.

24-11 Suspension.
24.12 Causes and conditions under which

contractors or grantees may be
suspended.

24-18 Period and scope of suspension.
24.14 Restrictions . during period of

suspension.
24-15- Notice of suspension.

A-MoUsOar: The provisions of this Part 24
issued under sec. 7(d), 79 Stat. 670; 42 U.S.C.
3535(d).

§ 24.0 Policy.

(a) In order that this Department may
realize the goal of a decent home and a
suitable living environment for every
American family, it is necessary that
grants and contracts awarded by the De-
partment and by those entities with
whom it does business be made only to
those contractors and grantees which
can demonstrate that Government funds
will be properly utilized. Department
policy requires, therefore, that awards
may be made only to responsible con-
tractors and grantees. In evaluating past
performance of participants in programs
administered by the Department, as well
as other relevant aspects of the record
and status of the participants, the cri-
teria for debarment and suspension shall
be uniform.

(b) It is recognized that each Depart-
ment office requires certain latitude to
function effectively in this area. Each
office may accordingly' Implement these
regulations by appropriate guidelines
which prescribe auxiliary procedures not
inconsistent with this part and which
have been approved, prior to adoption,
by the Office of General Counsel

§ 24.1 Scope.
This part prescribes procedures re-

lating to:
(a) The debarment of contractors and

grantees for cause;
(b The suspension of contractors and

grantees for cause under prescribed
conditions;

(c) The placement of contractors and
grantees in ineligibility status when they
are included in lists which make their
participation in federally assisted pro-
grams illegal;

(Cd) Use of -Adverse Information Re-
ports to identify contractors and grantees

having unfavorable performance rec-
ords; and
(e) Reconsideration of debarment and

suspension.
§24.2 Authority.

This part Is Issued under aection
7(d) of the Department of Housing and
Urban Development Act (42 U.S.C.
3535(d)).
§ 24.3 Ap'plicaimty.
(a) This part applies to (i) con-

tracts in accordance with 41 CFR, Chap-
ter I, for procurement of property, non-
personal services (including construc-
tion), and personal services (41 CFa
§ 1--3.204); (2) HUD assisted contracts;
(3) public and private organizations and
individuals who are contractors with or
grantees of the Department and to all
who receive HUD funds from such con-
tractors or grantees; (4) and partici-
pants, or contractors with participants,
in programs where BD is the guarantor
or insurer.
(b) This part does not apply to (1)

contracts with, or grants made to, owners
or occupants of, real property in coninec-
tion with the acquisition of such real
property, or any interest therein, by a
public entity for a =UD assisted program
or prolect where such entity possesses
the power of eminent domain; or (2) re-
location payments.
§ 24.4 Definitions.
(a) "Debarment" means, In general,

an exclusion from participation in BUD
programs for a reasonable, specified pe-
riod of time commensurate with the seri-
ousness of the offense or failure, or the
inadequacy of performance. However, in
connection with Executive Order 1124G
on Equal Employment Opportunity, the
term debarment also means an exclusion
from contracting or subcontracting for
an indefinite period of time pending the
elimination of the circumstances for
which the exclusion was impozed.

(b) "Suspension" means a disqualifi-
cation from participation in HUD pro-
grams for a temporary period of time
because a contractor or grantee is
suspected upon adequate evidence of
engaging in criminal, fraudulent, or
seriously improper conduct.
(c) 'Placement in ineligibility status"

means a disqualification from participa-
tion in HUD programs pending the elim-
ination of the circumstances which con-
stitute the basis for imposition of the
disqualification.
(d) "Affillates." Business concerns are

affiliates of each other when either di-
rectly or indirectly one concern or indi-
vidual controls or has the power to
control another, or when a third party
controls or has the power to control both.
(e) "Consolidated List" A list of all

contractors and grantees arvainst whom
any or all of the measures referred to in
this part have been invoked. It includes
past performance data and the status of
participant on any debarment, suspen-
sion, or ineligibility list.

) "Adverse Information Report." A
record of contractors and grantees whoze

performance has been unsatisfactory
under auxiliary procedures established
by the offIces of the Assat Secretaries.

(g) "Contractor- or grantees." Indi-
viduals and public or private organiza-
tions that are direct recipients of HUD
funds or that receive HUD funds indi-
rectly through non-Federal sources; all
participants, or contractors with partici-
pants, in programs where EJD is the
guarantor or insurer; and Federally as-
sisted construction contractors.

(h) "Financial assistance." Assistance
through grant or contractual arrange-
ments; assistance in the form of loans,
loan guarantees or insurance; and in ad-
dition, award of procurement contracts,
notwithstanding any quid pro quo given.

§24.5 General.

(a) Debarment, suspenslon, and place-
ment in ineligible status are measures
which may be invoked by offIces of the
Department either to exclude or to dis-
qualify contractors and grantees from
participation In Department programs.
These measures shall be used for the pur-
pose of protecting the public and are not
for punitive purpose3. To assure the De-
partment of benefits to be derived from
the full and free competition of inter-
ested contractors and grantees, these
measures should not be instituted for any
time longer than deemed necessary, and
should generally preclude awards only
for the duration of the period of
.nonrezponslbllty.

(b) Department action to exclude or
to disqualify contractors and grantees
from participation in Its programs, or
to reconsider such measures, -shall be
bazed upon all available relevant facts.
Department investigation required to
elicit such facts and related evidence
shall be conducted by the Office of In-
vestigation or by such other office as has
been assigned investigative authority.

(c) In any Instance where Depart-
ment action under these regulations re-
sults in an applicant's being denied
financial assiztnce on the basis of his
previous conduct with the Department,
the applicant is entited to a hearing in
accordance with paragraphs (b) (2) and
(3) of § 24.10 re-ardless of the pro-
cedure which has been applied to effect
such denial: Provided, That the appli-
cant has exhausted all other available
procedures for reinstatement with re-
spect to the prog-ram under which
assistance was denied.

(d) Where an Assistant Secretary has
authority under this part to act or make
a determination, he may delegate all or
part of this authority.

§21.6 Establishiment and maintenance
of lbts of contractors and grantees
debarred, suspended, declared incli-
gible; nuxiliary lists.

(a) The Director, Office of Investiga-
tlon, ha. be responsible formaintenance
and consolidation of Departnent lists
relating to debarment, suspension, and
ineligibility and any Adverse Informa-
tion Reports furnished by the Assistant
Secretaries. He shall further maintain
debarment lists of other Government
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agencies which this Department is re-
quired by law and Executive order to
observe.

(b) Each Assistant Secketary shall ad-
vise the Director, Office of Investigation,
of additions or deletions to be made in
the lists maintained kby the Office of In-
vestigation. Such lists shall be periodi-
cally reviewed by the General Counsel
to assure that the criteria, procedures,
and standards included in these regula-
tions are observed.

(c) The Director, Office of Investiga-
tion, shall, in cooperation with the of-
fices of the Department and the Office
of ADP Systems Management and Op-
erations, establish automative proce-
dures for assuring that effective and
timely reference checks may be made by
designated officials.

(d) The General Counsel, in cooper-
ation with the Assistant Secretaries,
shall determine the necessity for and
degree of restriction imposed on circu-
lation to non-Federal entities of the lists
maintained by thp Office of Investiga-
tion and correspondence relating to such
lists. If the General Counsel determines
a list shall be so restricted, the Director,
Office of Investigation, shall establish
rules for handling such list. Lists shall
be marked "For Official Use Only."

(e) All lists shall be kept current. Pro-
cedures for issuance of notices of addi-
tions and deletions shall be established
by the Director, Office of Investigation,
in cooperation with the Office of ADP
Systems Management and Operations.
Each Assistant Secretary shall appoint
a liaison officer responsible for provid-
ing the Office of Investigation with cur-
rent information.

(f) The Consolidated List shall show
as a minimum the following information
where applicable: (1) The names of
those contractors and grantees debarred,
suspended, or ineligible (in alphabetical
order) with appropriate cross reference
,where more than one name is involved
in a single transaction; (2) the basis
of authority for each action; (3) the ex-
tent of restrictions imposed; and (4) the
termination date for each listing. Within
30 days after the issuance of these regu-
lations, each Assistant Secretary shall
transmit to the Director, Office of In-
vestigation, any debarment, suspension
and ineligiblity lists (including the
above-mentioned information) which
relate to his piogram area.

(g) The Director, Office of Investiga-
tion, shall arrange for reproduction and
distribution of the Consolidated List.
Publication shall be in accordance with
entries made under § 24.7. Distri-
bution of such list among Department
employees shall be made to those whose
duties require access to the list as author-
ized by the Assistant Secretaries having
respective jurisdiction of such employees.
Names and dates of debarment, suspen-
sion, or ineligibility contained in the
Consolidated List will be available upon
request to those who require such infor-
mation in their relations with contrac-
tors and grantees; further information
contained in such list shall only be dis-

tributed to thote deemed eligible by the
General Counsel under paragraph (d)
of this section.

(h) Procedures for submitting re-
quests for information contained in the
Consolidated List and distribution of
such information shall be established by
the Office of Investigation in cooperation
with the Office of ADP Systems Manage-
ment and Operations.

(i) Following publication of these reg-
ulations and as soon as practicable, the
Office of ADP Systems Managment and
Operations shall conduct a feasibility
study in connection with the inclusion in
the ADP system of information con-
tained in the Consolidated List.

§ 24.7 Bases for entry.
Entry shall be made on the debarred,

sustpended, and ineligible list of contrac-
tors and grantees on the following bases:

(a) Those listed by the Comptroller
General in accordance with the provi-
sions of section 3 of the Walsh-Healey
Public Contracts Act (41 U.S.C. 37),
which have been found by the Secretary
of Labor to have violated any of the
agreements or representations required
by that Act.

(b) Those listed by the Comptroller
General in accordance with the provi-
sions of section 3 of the Davis-Bacon Act
(40 U.S.C. 276a-2(a)), as found by the
Comptroller General to have violated
said Act.

(c) Those listed by the Comptroller
General in accordance with the provi-
sions of Part 5, § 5.6(b) of the regula-
tions of the Secretary of Labor issued
pursuant to authority granted under Re-
organization Plan 14 of 1950, as found
by the Secretary of Labor to be in ag-
gravated or willful violation of the pre-
vailing wage or overtime pay provision
of any statutes including the, following:

(1) Davis-Bacon Act (40 U.S.C. 276a).
(2) Anti-Kickback Act (18 U.S.C. 874,

40 U.S.C. 276 b, c).
(3) The Contract Work Hours and

Safety Standards Act (40 U.S.C. 327-
330).

(4') National Housing Act (12 U.S.C.
1703).

(5) Hospital Survey and Construction
Act (42 U.S.C. 291).

(6) Airport and Airway Development
Act of 1970 (49 U.S.C. 1701).

(7) Housing Act of 1949 (42 U.S.C.
,1401).

(8) Schobl Survey and Construction
Act of 1950 (20 U.S.C. 251).

(9) Defense Housing and Community
Facilities and Services Act of 1951 (42
U.S.C. 1501, 1591).

(10) Federal Civil Defense Act of 1950
(50 App. U.S.C. 2281 (1)).

(11) Area Redevelopment Act of 1961
(42 U.S.C. 2518).

(12) Delaware River Basin Compact
(sec. 15.1, 75 Stat. 714).

(13) Health Professions Educational
Assistance Act of 1963 (see. 721, 77 Stat.
167).

(14) Mental Retardation • Facilities
Construction Act (sees. 101, 122, 135, 77
Stat. 282, 284, 288).

(15) Community Mental Health Cen-
ters Act (sec. 205, 77 Stat. 292).

(d) Those debarred by the Secretary
of Labor, or by the Secretary of this
Department with the approval of the
Secretary of Labor, under Executive
Order 11246 as amended by Executive
Order 11375 on Equal Employment Op-
portunity from participation In Govern-
ment, or federally assisted construction,
contracting or subcontracting by reason
of noncompliance with the Equal Oppor-
tunity clause.

(e) Those the Department has deter-
mined to debar or suspend for cause
under the conditions and procedures set
forth in §§ 24.9 and 24.10.

(f) Those determined by an executive
agency In accordance with section 3(b)
of the Buy American Act (41 U.S.C. 10b
(b)) to have failed to comply with tho
provisions of section 3(a) of that Act
under any contract containing the spe-
cific provision required by said section
3(a) and made by the agency for con-
struction, alteration, or repair of any
public building or public work.

(g) Those found by the Secretary of
Labor to have breached an agreement
or representation that they are "manu-
facturers" or "regular dealers" within
the meaning of section 1(a) of the
Walsh-Healey Public Contracts Act (41
U.S.C. 35(a)) unless the Secretary of
Labor has otherwise recommended under
section 3 of such Act.

(h) Those who have failed to pay
their debts to the Department within a
reasonable period of time after a writ-
ten demand for payment has been made
In accordance with 4 CFR Part 102,
Standards for the Administrative Col-
lection of Claims and Implementing HUD
regulations In Part 17 of this subtitle.
§ 24.8 Treatment to be accorded con-

tractors or grantees in debarred, fti' .

pended, or ineligible statuis.

Contractors or grantees listed as de-
barred, suspended, or Ineligible shall be
treated as follows,

(a) Total restrictions. Department
funds shall not be expended for finan-
cial assistance to a contractor or grantee
that is listed on the basis of 9 24.7
(a), (b), .(d), or (e); § 24.9(a) (1),
(2), (3), (4), (5), (6), or (8); or to any
concern, corporation, partnership, or as-
sociation in which the former contractor
or grantee has a substantial Interest, nor
shall bids or proposals be solicited there-
from. (Provided, under section 303 (b) (21)
of Executive Order 11246, debarment of
an applicant is limited to the program
with respect to which the noncompliance
occurred.)

(b) Restrictions under statutes deiy-
nated in the regulations of the Secretary
of Labor. A contractor listed on the basis
of § 24.7(c), or any concern, cor-
poration, partnership, or association In
which such contractor has a controlling
interest, shall be Ineligible for a period
of 3 years (from the date of publication
by the Comptroller General) to partici-
pate in any contracts subject to any of
the statutes listed in § 24.7.
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--(c) Buy American Act restrictions. As
specified in the Buy American Act (41
U.S.C. 10b(b)), contracts supported by
Department funds shall not be awarded
to contractors and grantees listed on~the
basis of § 24.7(f) for construction,
alteration, or repair, of public'works in
the continental United States or else-
where.

(d) Ineligibzlity restrictions of the
Walshl-Hea7eff Act. Contracts supported
by Department funds shall not be
awarded to a contractor or grantee in
any amount exceeding $10,000 for those
materials, supplies, articles, or equip-
ment with respect to which the contrac-
tor or grantee has geen found to be in-
eligible to be awarded a contract by the
Secretary of Labor, as provided in
§ 24.7(g). However, contractors or grant-
ees on this basis may, in the discretion
of the Department, be awarded such con-
tracts -and may be solicited for bids or
proposals, for (1) such materials, sup-
plies, articles, or equipment when the
amount does not exceed $10,000; (2)
services regardless of amount; and (3)
commodities in which the contractor or
grantee has not been declared ineligible,
regardless of amount..

(e) Restrictions on subcontracting.
Where a contractor or grantee listed on
the debarred bidders' list is proposed as a
subcontractor, the contracting officer or
program officer should decline to ap-
prove subcontracting with that contrac-
tor or grantee unless it is determined by
the Department to be in the best inter-
est of the Government to do so. Such
determination shall in no event be made
in the case of debarment under §24.7(d).
§ 24.9 Causes and conditions applicable

to determination of debarment.
Subject to the following conditions, the

Department may debar a contractor or
grantee in the public interest for any of
the following causes:

(a) Causes. (1) Conviction for com-
mission of a criminal offense as an in-
cident to obtaining or attempting to ob-
tain a public or private contract, or sub-
contract thereunder, or in the perform-
ance of such contract or subcontract.

(2) Conviction under the Federal
Antitrust Statutes arising out of the sub-
mission of bids or proposals.

(3) Violation of contract provisions,
as set-forth below, of a character which
is regarded by the Department to be so
serious as to justify debarment action:

(D Willful failure to perform in ac-
cordance with the specifications or with-
in the time limit provided in the contract.

(ii) A record offailure to perform, or
of unsatisfactory performance, in ac-
cordance with the terms of one or more
contracts: Provided, That such failure or
unsatisfactory performance has occurred
within a reasonable period of time pre-
ceding the determination to debar. Fail-
ure to perform or unsatisfactory per-
formance caused by acts beyond the con-
trol of the firm or individual as a con-
tractor shall not be considered to be a
basis for debarment.

(iiI) Violation of the contractual pro-
vision against contingent fees.

(iv) Acceptance of a contingent fee,
which Is paid in violation of the
contractual provision against contingent
fees.

(v) Violation of the contractual pro-
vision requiring affIrmative action to
provide equal opportunity in the par-
ticipant's own employment practice.

(4) Any other cause of such serious
compelling nature, affecting responsi-
bility, as may be determined in writing
by the Secretary or his duly authorized
representative to warrant debarment.
Such determination shall clearly demon-
strate that participation by the contrac-
tor or grantee would be harmful to the
best interests of the public.

(5) Debarment by some other execu-
tive agency.

(6) Those debarred by procedures
prescribed by section 512 of the National
Housing Act.

(7) Those found by the Secretary,
after hearing and in accordance with
procedural requirements of implement-
ing regulations, to have violated title VI
of the Civil Rlghts-Act of 1904. (Title VX
and implementing regulations limit a
withholding of financial assistance to the
particular program, or part thereof,
where the noncompliance occurred.)

(8) Those found by the Secretary to
have- violated any rule, regulation, or
procedure issued or adopted pursuant to
Executive Order 11063, or any nondis-
crimination provision included in any
agreement or contract pursuant to any
such rule, regulation, or procedure.

(b) Conditions. (1) Debarment for
any of the causes set forth in paragraph
(0) of this section shall be made only
upon approval of the Secretary or his
duly authorized representative.

(2) The existence of any of the causes
set forth in paragraph (a) of this
section does not necessarily require
that a contractor or grantee be debarred.
In each instance, whether the offense or
failure, or inadequacy of performance, be
of a criminal, fraudulent, or other serious
nature, the decision to debar shall be
made within the discretion of the De-
partment and shall be rendered In the
best interests of the Government. Like-
wise, all mitigating factors may be con-
sidered in determining the seriousness of
the offense, failure or inadequacy of per-
formance, and In deciding whether
debarment Is warranted.

(3) The existence of a cause set forth
in paragraph (a) (1) and (2) of this
section shall be established by crimi-
nal conviction by a court of competent
Jurisdiction. In the event that an appeal
taken from such conviction results in a
reversal of the conviction, the debar-
ment shall be removed upon the party's
request (unless other cause for debar-
ment exists).

(4) The existence of a cause set forth
in paragraph (a) (3) and (4) of this
section shall be established upon the
evidence presented as determined by the
Department and consistent with
pertinent statutes and regulations.

(5) Debarment for the cause set forth
in paragraph (a) (5) of this section

(debarment by another agency) shall be
proper provided that one of the causes
for debarment set forth in paragraph
(a) (1) througii (4) of this section
'Was the basis for debarment by the origi-
nal debarring agency. Such debarment
may be based entirely on the record of
facts obtained by the original debarring
agency, or upon a combination of such
facts and additional facts.

(c) Period of debarment. (1) Debar-
ment of a contractor or grantee for
causes other than failure to comply with
the provisions of Executive Order 11246
on Equal Employment Opportunity (see
§24.7(d)), or with title VI of the
Civil Rights Act of 1964 (see paragraph
(a) (7) of this section), shall be as a
general rule for a period not to exceed
3 years. However, when debarment
-for an additional period is deemed neces-
sary by the appropriate Assistant Secre-
tary to protect Department interests and
Is consistent with applicable law, notice
of the proposed additional debarment
shall be furnished to that contractor or
grantee in accordance with §24.10.
Except as otherwise provided by statute,
a debarment may be removed or the
period thereof may be reduced by the
appropriato program officer, wnith the
approval of the Assistant Secretary, upon
the submion of an application, sup-
ported by documentary evidence, setting
forth appropriate grounds for the grant-
Ing of relief such as newly discovered
material evidence, reversal of a con-
viction, bona fide change of ownership
or management, or the elimination of
the causes for which the debarment was
imposed.

(2) Debarment of an organization or
individual for failure to comply with
the provisions of Executive Order 11246
on Equal Employment Opportunity or
title VI of the Civil Pights Act of 1964,
shall continue until removed in accord-
ance with those authorities and appli-
cable regulations.
§ 24,10 Procedurnl requirements relat-

ing to the imposition of debarment.
(a) Initiation of debarment action.

When the Department seeks to debar
a contractor or grantee (or any affiliate
thereof), that party shall be served with
written notice by registered or certified
mail, return receipt requested, from the
program officer proposing the action:
(1) Stating that debarment is being con-
sidered, (2) setting forth the reasons
for the proposed debarment, and (3) in-
dicating that such party will be accorded
an opportunity for a hearing if he so
requests within 10 days from his receipt
of notice, and that he may be represented
by counsel.

(b) Hearing request-() Request for
hearing. Any contractor or grantee that
has been notified of a proposed action
Is entitled to request an opportunity to
be heard and to be represented by cou-
sel. A hearing request shall be made in
writing addressed to the program officer
proposing the action. If at the end of
such 10-day period no request has been
received, the officer may assume that
an opportunity to be heard is not desired,
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and may proceed to make a final deter-
mination and so notify the interested
party.

(2) Hearing; time and place. Upon
receipt of a request for an opportunity
to be heard, the program officer shall
arrange a timely hearing. Notice of the
time and place of such hearing shall be
in writing, transmitted by registered or
certified mail, return receipt requested,
and shall include a statement indicating
the informal nature of the proceedings
and their purpose. It shall be within the
discretion of the appropriate Assistant
Secretary to deternilne the hearing place.

(3) Determination. Hearings shall be
conducted by a .Hearing Officer of the
Department who shall be responsible for
the fair and expeditious conduct of
proceedings. The program office shall be
represented by the General Counsel or
his designee. A record shall be made of
the proceeding and shall be made avail-
able to the parties upon request. After the
contractor or grantee against whom ac-
tion is proposed has been afforded an
opportunity to be heard, the Hdaring
Officer shall make an initial written
determination on the evidence presented.
The Hearing Officer's determination
shall be final unless reversed or modified
within 30 days by the appropriate As-
sistant Secretary. Each determination
shall become a part of the record. Notice
of the final determination shall be given
in writing, signed by the Assistant Sec-
retary, and transmitted by registered
or certified mail, return receipt requested.
The determination shall be conclusive.

(4) Rescission and reinstatement. Any
contractor or grantee debarred from the
benefits of participation may in writing
request reinstatement any time after 6
months from the date of the debarment
determination. The procedures for rein-
statement are substantially similar to
those invoked in the initial proceedings.
However, conduct of the proceedings
shall be the responsibility of the program
officer. His determination to reinstate
shall be subject to the approval of the
appropriate Assistant Secretary. In
reaching his determination regarding re-
instatement, the program officer must be
satisfied that the original wrongful act
has been righted and also be persuaded
from the assurances of the party con-
cerned that he understands the require-
ments of the statutes and the adminis-
trative rules and regulations and that he
will comply with them in the future.
When a debamnent has been rescinded, a
report thereof shall be forwarded by the
program officer to the Director, Office of
Investigation, who shall forward notice
of reinstatement to the party so
reinstated.

(c) Hearing Officers. A Hearing Officer
Panel shall be established and shall con-
sist of not less than six attorneys ap-
pointed by the General Counsel to serve
on a rotating basis.

(d) Precedence of statutes and Execu-
tive orders. Where an office of the De-
partment is required by statute or Execu-
tive order to follow debarment or suspen-
sion procedures that may differ from the

requirements of this part, the statutory
or Executive order procedures shall take
precedence. The appropriate liaison offi-
cer shall provide the Director, Office of
Investigation, with such statutes or
Executive orders and all implementing
materials.
§ 24.11 Suspension.

Suspension is a drastic action taken
when there is suspicion of fraud or other
criminal conduct in Government business
or contractual dealings and, as such, shall
not be based upon an unsupported accu-
sation. A contractor or grantee is sus-
pended pending investigation and appro-
priate action by the Department of
Justice. In assessing whether adequate
evidence exists for invoking a suspension,
consideration shall be given to the
amount of -credible evidence which is
available, to the existence or absence of
corroboration as to important allega-
tions, as well as to the inferences which
may properly be drawn from the exist-
ence or absence of affirmative facts. This
assessment shall include an examination
of basic documents, such as contracts, in-
spection reports, and correspondence. A
suspension may be modified whenever it
is determined to be in the interest of the
Government to do so.
§ 24.12 Causes and conditions under

which contractors or grantees may be
suspended.

(a) The Assistant Secretaries of the
Department may, in the interest of the
Government, suspend a contractor or
grantee:

(1) Suspected, upon adequate evidence,
of-

(i) Commission of fraud or a criminal
offense as an incident to obtaining, at-
tempting to obtain, or in the perform-
ance of a public contract; or

(ii) Violation of the Federal antitrust
statutes arising out of the submission of
bids and proposals; or

(iII) Commission of embezzlement,
theft, forgery, bribery, falsification or de-
struction of records, receiving stolen
property or any other offense indicating
a lack of business integrity or business
honesty, which seriously and directly af-
fects the question of present responsi-
bility; or .

(2) For other causes of such serious
and compelling nature, affecting respon-
sibility, as may be determined in writing
by the Secretary or his designee to war-
rant suspension. The determination shall
clearly demonstrate that the suspension
is in the best interests of the Department.

(b) A suspension invoked by another
agency for any of the causes set forth
in paragraph (a) (1) and (2) of this
section may1 be the basis for the im-
position of a concurrent suspension by
the Department.
§ 24.13 Period and scope of suspension.

(a) Period of suspension. All suspen-
sions shall be for a temporary period
pending the completion of an investi-
gation and such legal proceedings as may
ensue. In cases involving suspected vio-
lations of Federal law where prosecutive"

action has not been initiated by the De-
partment of Justice within 12 monthq
from the date of the notice of suspension,
the suspension shall be terminated un-
less an Assistant Attorney General re-
quests continuance of the suspension. If
such a request is received, the suspension
may be continued for an additional 6
months. Notice of the proposed removal
of the suspension shall be given to the
Department of Justice 30 days prior to
the expiration of the 12-month period.
In no event shall a suspension continue
beyond 18 months unless prosecutivo ac-
tion has been Initiated within that period.
Whenever prosecutive action has been
initiated, the suspension may continue
until the legal proceedings are completed.
Upon removal of a suspension, considera-
tion may be given to debarment in ac-
cordance with § 24.10.

(b) Scope of suspension. (1) Suspen-
sion may include all known affiliates of a
contractor or grantee.

(2) A decision to include Imown afili-
ares In a proposed suspension Is an indi-
vidual determination and, as such, must
be made on a case-by-case basis. Among
the factors to be considered in making
this determination are (i) likelihood of
the affiliate's knowledge of or participa-
tion in the suspected Improper conduct,
and (ii) the impact of its suspension on
Department programs.

(3) The criminal, fraudulent, or other
seriously improper conduct of an individ-
ual may be imputed to the organization
with which he is connected when the im-
propriety Involved was performed within
the course of his official duty, or with
knowledge or approval of the organiza-

,tion.

§24.14 Restrictions during period of
suspension.

During a period of suspension of a
contractor or grantee the following pol-
icies and procedures shall be applicable:

(a) Bids and proposals for financial
assistance shall not be solicited from sus-
pended contractors or grantees. If re-
ceived, bids and proposals shall not be
considered and awards for contracts
shall not be made to suspended contrac-
tors or grantees unless It Is determined by
the Department to be in the best interct.t
of the Government. A determination to
consider such bids apd make such awards
shall include consideration of the unique
value of the bidder's services and the de-
gree to which the suspected improper
conduct reflects upon the bidder's capac-
ity to serve the Department.

(b) Suspended contractors will be sub-
ject to the provisions of § 24.8 re-
garding restrictions on subcontractors.
§ 24.15 Notice of suspension.

(a) The contractor or grantee con-
cerned shall be furnished by registered
or certified mail, return receipt requested,
a written notice of the suspension by
the appropriate Assistant Secretary
within 10 days after the effective date.
The notice shall state as follows:

(1) The suspension Is based (1) on
the Information that the contractor or
grantee has committed Irregularities of
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a serious nature in business dealings with
the Government, or (ii) on irregularities
which seriously reflect on the propriety
'of further dealings of the contractor or
grantee with the Government. (The
irregularities should be described in gen-
eral terms without disclosing the Gov-
ernment's evidence.)

(2) The suspension is for a temporary
period pending the completion of an in-;
vestigation and such legal proceedings as
may ensue.

(3) Bids and proposals for participa-
tion in a Department program will not be
solicited from the contractor or grantee
and, if received, will not be considered
for award unless determined by the De-
partment to be in the best interest of the
Government.

(4) The suspension is effective
throughout the Department. All in-
quiries concerning suspended parties
shall be handled in accordance with De-
partment procedures. Where a matter
has been referred to the Department of
Justice, the Department shall not give
further information to the contractors or
grantees concerning the reasons for sus-
pension beyond that stated in the notice
of suspension set forth in this section
until the Department of Justice has been
advised of the inquiry and acquiesces in
any such disclosure.

(5) The suspended party is entitled to
request an opportunity to be heard and
represented by counsel in accordance
with § 24.10 of this part.

PART 40-STANDARDS FOR DESIGN,
CONSTRUCTION, AND ALTERA-
TION OF PUBLICLY OWNED RES-
IDENTIAL STRUCTURES

se.
40.1 Purpose.
40.2 Definition of "residential structure."
40.3 Applicability.
40.4 Standards.
40.5 Waiver.
40.6 Records.

Aroarry: The provisions of this Part
40 issued under sec. 3, 82 Stat. 719, 42 U.S.C.
4153; sec. 7(d), 79 Stat. 670; 42 U.S.C.
3535(d).
§ 40.1 Purpose.

This part prescribes standards for tht
design, construction, and alteration of
publicly owned residential structures to
insure that physically handicapped per-
sons will have ready access to, and use
of, such structures.

§ 40.2 Definition of "residential struc-
ture."

(a) As used in this part, the term
"residential structure" means a residen-
tial structure (other than a privately
owned residential structure and a resi-
dential structure on a military reserva-
tion) :

(1) Constructed or altered by or on
behalf of the United States;

(2) Leased in whole or in part by the
United States after August 12, 1968, if
constructed or altered in accordance with

plans and specifications of the United
States; or

(3) Eianced in whole or In art by a
grant or loan made by the United States
after August 12, 1968, if such residential
structure is subject to standards for de-
sign, construction, or alteration Issued
under authority of the law authorizing
such grant or loan.

(b) As used in this part, "residential
structure" includes the following:

(1) Any residential structure which,
in whole or in part, Is intended for oc-
cupancy by the physically handicapped
or designed for occupancy by the elderly;

(2) All elevator residential structures;
(3) Any residential structure which

contains 25 or more housing units; and
(4) Nonresidential structures appur-

tenant to a residential structure covered
under this part.

§ 40.3 Applicability.
(a) The standards prescribed in § 40.4

are applicable to residential structures
designed after the effective date of this
part. If the design of a structure com-
menced prior to that date, the standards
shall be made applicable to the maximum
extent practicable, as determined by the
head of the department, agency, or In-
strumentality of the United States con-
cerned. If no design stage is involved In
the construction or alteration of a resi-
dential structure, the standards of § 40.4
shall be applicable to construction or
alteration for which bids are solicited
after the effective date of this part.

(b) The standards prescribed in § 40.4
are not applicable to:

(1) Any portion of a residential struc-
ture or Its grounds which need not, be-
cause of its intended use, be made ac-
cessible to, or usable by, the public or by
physically handicapped persons;

(2) The alteration of an existing resi-
dential structure to the extent that the
alteration does not involve work which Is
related to the standards of this part; or

(3) The alteration of an existing
building, or of such portions thereof, to
which application of the standards Is not
structurally feasible.

§ 40.4 Standards.
(a) Residential structures subject to

this part shall be designed, constructed.
or altered to insure that- physically
handicapped persons will have ready ac-
cess to, and use of, such structures. This
requirement shall be satisfied by using
the specifications contained in the
"American Standard Specifications for
Making Buildings and Facilities Acces-
sible to, and Usable by, the Physically
Handicapped, Number A117.1-1901," ap-
proved by the American Standards Asso-
ciation, Inc. (subsequently changed to
United States of America Standards In-
stitute), herein referred to as the "Amer-
ican Standard Specifications." axcept as
otherwise provided In paragraph (b) of
this section, the standards shall be ap-
plicable to the extent provided in the
American Standard Specifications.

(b) Application of the American
Standard Specifications is modified as
follows:

(1) The speclfilcations in section 5.6
are applicable to toilet rooms which are
provided for the public. Although no
specifications are prescribed In section
5.6 for bathrooms in individual housing
units, consideration shall be given to the
need for access by the physically handi-
capped in connection with the design,
construction, or alteration of such
bathrooms.

(2) The specifications in section 5.10,
"Controls," and 5.11, "Identification, "
are recommended specifications but not
mandatory.
§40.5 Waiver.

The applicability of the standards set
forth in this part may be modified or
waived on a case-by-case basis upon ap-
plication to the Secretary of HUD or, with
respect to the college housing program
under title IV of the Housing Act of 1950
(12 U.S.C. 1749) and the low-rent public
housing program under the United States
Housing Act of 1937 (42 US.C. 1401), to
the Assistant Secretary for Housing Pro-
ductlon and Mortgage Credit, made by
the head of the department, agency, or
instrumentality of the U.S. concerned
only if the Secretary or the Assistant
Secretary, as appropriate, determines
that such waiver or modification is clearly
necessary and consistent with the lDur-
poze of Public Law 90-490 (42 U.S.C.
4153).

§ 40.6 Records.
The administering agency's file on

each contract, grant, or loan involving
the design, construction, or alteration of
a residential structure shall include ap-
propriate documentation indicating: (a)
That the standards prescribed in § 40A
are applicable to and have been or will
be incorporated in the residential struc-
ture, or (b) that the grant or loan has
been or will be made subject to the re-
quirement that the standards are appli-
cable and will be incorporated in the
residential structure. The file should also
indicate any modification or waiver of
the standards which has been issued By
the Secretary of HUD.

PART 41-RELOCATION PAYMENTS

Smc
41.1
41.2
41.3
41.4

41.5
41.6
41.7

41.8

41.9
41.10

41.11

41.12
41.13

41.14

41.15

Subpart A-Genera!

Statement of applicable law.
Definitions.
Relocation paymenta by the Agency.
Relocation adjuatment payment; ad-

ditional relocation payment; re-
placement housing payment.

Small busines displacement payment.
Notice of intention to move.
Determining movi[n expenses of bust-

ncess conce=.
Datermining actual direct Ices of

property.
Outdoor advertizing display.
Plxed reloc=ton payments to ln-

dIviduals and families.
Adminis-tration of relocation pay-

mentz.
lifng of claiMs.

Lmltation on amount of relocation
payments.

CondemnatIon proceedIng and nego-
tiated purchas3.

Waiver.

FEDERAL REGISTER, VOL 36, NO. 246-WEDNESDAY, DECEMBER 22, 1971

24437



RULES AND REGULATIONS

Subpart 0--Rcquircments Relating to Spocific
Programs

41.21 Statement of applicability.
41.22 Urban renewal and neighborhood do-

velopment programs.
41.2 Code enforcement or demolition

grants.
41.24 Interim assistance areas.
41.25 Low-rent public housing.
41.26 Open-space land, urban beautification.

and historic preservation.
41.27 Neighborhood facilities projects.
41.28 Public facility loans; grants for basic

water and sewer facilities; and
grants for advance acquslton of
land.

41.29 Model Cities.

Au'rHoarrr: The provisions of this Part
41 issued under sec. 7(d), 79 Stat. 670; 42
U.S.C. 3635(d).

Caoss nErm ,cm: For the current legal
atatsm of the regulations in this Part 41, see
§§ 42.5 and 42.25 of Subtitle A.

Subpart A-General
§ 41.1 Statement of applicable law.

(a) Section 305 of the Housing Act of
1956 (70 Stat. 1100, 42 U.S.C. 1456)
amended title I of the Housing Act of
1949, by adding a new section 106(f),
which provided that title I urban renewal
projects may Include the making of re-
location payments subject to rules and
regulations prescribed by the Housing
and Home Finance Administrator. Sec-
tion 106(f) was amended by section 304
of the Housing Act of 1957 (71 Stat. 300),
section 409 of the Housing Act of 1959
(73 Stat. 673), and section 304 of the
Housing Act of 1961 (75 Stat. 167). Sec-
tion 310 of the Housing Act of 1964
amended title I by adding a new section
114 (78 Stat. 788, 42 U.S.C. 1465) and
incorporated therein, with additional
provisions, the former section 106(f) of
title I, which was repealed (42 U.S.C.
1456(f)). Section 311(a) of the Housing
and Urban Development Act of 1965
amended title I by adding a new section
11T (79 Stat. 418, 42 U.S.C. 1468), provid-
ing for grants for programs of code
enforcement and providing that the-pro-
visions of section 114 shall be applicable
to such programs. Section 514 of the
Housing and Urban Development Act of
1968 (82 Stat. 525, 42 U.S.C. 1468a)
amended title I by adding a new section
118, providing for grants for programs
of interim assistance for slums and
blighted areas and providing that the
provisions of section 114 of title I shall
be applicable to all activities assisted
pursuant to sectlon 118 to the same ex-
tent as if such activities were being car-
ried out as part of an urban renewal
project. Section 516 of the Housing and
Urban Development Act of 1968 (82 Stat.
526, 42 U.S.C. 1465 (c)) amended section
114(c) by expanding the relocation pay-
ments provisions applicable to the pro-
grams of the Department of Housing
and Urban Development.

(b) Section 404(a) of the Housing and
Urban Development Act of 1965 (19 Stat.
486, 42 U.S.C. 3074) provides that the
provisions of section 114 (b), (c), and (d)
of title I of the Housing Act of 1949
shall be applicable, to the extent not

otherwise authorized by any other Fed-
eral law, to any federally assisted de-
velopment program. Section 401 of the
Housing and Urban Development Act of
1965 (79 Stat. 485,42 U.S.C. 3071) defines
development program to include any
program established by or conducted
under title II of the Housing Amend-
ments of 1955 (69 Stat. 642, 42 U.S.C.
1491) (public facility loans); title V11
of the Housing Act of 1961 (75 Stat. 183,
42 U.S.C. 1500) (open-space land, ur-
ban beautification, and historic preser-
vation) ; and title VII of the Housing and
Urban Development Act of 1965 (79 Stat.
489, 42 U.S.C. 3101) (grants for basic
water and sewer facilities; grants for
advance acquisition of land; and.neigh-
borhood facilities grants).

(c) Section 107 of the Demonstration
Cities and Metropolitan Development
Act of 1966 (80 Stat. 1255, 42 U.S.C.
3301) provides that relocation payments
in the model cities program shall be
made subject to the terms, conditions,
and limitations of section 114 (b), (c),
(d), and (e) of title I of the Housing Act
of 1949.

(d) Section 15(8) of the United States
Housing Act of 1937 (50 Stat. 888, 4
U.S.C. 1415(8) ) provides that the terms,
conditions, and limitations of section
114 (b), (c), and (d) of title I of the
Housing Act of 1949 shall be applicable
to relocation payments made in connec-
tion with low-rent public housing proj-
ects assisted by the Department of
Housing and Urban Development.

§ 41.2 Definitions.
For the purpose of the regulations In

this part, the following terms shall
mean:

(a) Actual direct loss of property.
Actual loss in-the value of property (ex-
clusive of goods or other inventory kept
for sale) sustained by the site occupant
by reason of the disposition or abandon-
ment of the property resulting from the
site occupant's displacement. A loss re-
sulting from damage to the property
while being moved is not included.

(b) Agency. (1) In an urban renewal
area, the local public agency (LPA)
authorized to undertake an urban re-
newal project being assisted under title
I of the Housing Act of 1949 (42 U.S.C.
1450);

(2) In a code enforcement area or
demolition grant area, the code agency;

(3) In an area receiving interim as-
sistance, the city, other municipality, or
county;

(4) In an area receiving assistance in
the development, acquisition, or admin-
istration of low-rent housing or slum
clearance projects by a local housing au-
thority, the local housing authority
(LHA);:

(5) In an open-space area or an area
receiving assistance pursuant to the his-
toric preservation or urban beautifica-
tion programs, a public body authorized
to acquire real property in the locality
to carry out these programs;

(6) n a neighborhood facilities grant
area, a governmental entity authorized
to carry out a project and to provide

continuing control over the ue of the
project facilities;

(7) In an area receiving asitance for
activities pursu3nt to the Public Facili-
ties Loans Program, the Water and Sewer
Facilities Grant Program, or the Ad-
vance Acquisition of Land Program, any
public body or private nonprofit corpo-
ration authorlzzd to acquire or utili o
real property in the course of such pro-
grams; and

(8) In a model cities area, the munic-
Ipality, county, or any local public body
having general governmental powers.

(c) Business concer. A corporation,
partnership, Individual, or other private
entity, including a nonprofit organiza-
tion, engaged In some type of businesi,
professional, or Institutional activity
necessitating fixtures, equipment, stook
In trade, or other tangible property for
the carrying on of the businezs, profes-
sion, or institution.

(d) City. Any municipality (or two or
more municipalities acting Jointly) or
any county or other public body (or two
or more acting jointly) having general
governmental powers.

(e) Code agency. A city, other muniol-
pality, or county authorized to engage In
code enforcement activities consisting of
structural or other substantial repairs to,
or alterations of, any building or other
improvement on land, the demolition of
any building or improvement, or a re-
duction In number of occupants -of, or
any other change In the uso of, any par-
cel of real property, pursuant to the re-
quirements of, or to comply with notice
by a municipality of enforcement of, a
zoning, building, or other municipal code
or ordinance.

(f) Fanily. Two or more persons re-
lated by blood, marriage, or adoption,
who are living together In a single dwell-
Ing unit.

(g) Federal f1nancalc assistance con-
tract. (1) A contract for a loan, a grant,
or a loan and grant, between the Federal
Government and the LPA for an urban
renewal project;

(2) A contract for a grant for concen-
trated code enforcement and public Im-
provements between the Federal Govern-
ment and a code agency;

(3) A contract-for a grant for the
demolition of unsafe structures botween
the Federal Government nd the code
agency;

(4) A contract for a grant for interim
assistance to slums or blighted areas be-
tween the Federal Government and the
city, other municipality, or county;

(5) An Annual Contributions Contract
between the Federal Government and an
LHA;

(6) A contract between the Federal
Government and the public body author-
ized to acquire land for open-space use
or for a historic preservation or urban
beautification program under title VIX
of the Housing Act of 1961 (42 U.S.C.
1500);

(7) A contract between the Federal
Government and a public body for a
neighborhood facilities program grMnt
under section 703 of the Housing and
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Urban Development Act of 1965 (42
U.S.C. 3103);

(8) A contract between the Federal
Government and the public body for a
public facility loan under title 11 of the
Housing Amendments of 1955 (42 U.S.C.
1491-1497) ;a water and sewer facilities
grant under title VIE of the Housing and
Urban Development Act of 1965 (42
U.S.C. 3101-3108); and advance acquisi-
tion of land under title VII of the Hous-
ing and Urban Development Act of 1965
(42 US.C. 3101-3108);

(9) A contract between the Federal
Government and the city for the pur-
pose of carrying out a comprehensive
city demonstration program under title
I of the Demonstration Cities and Metro-
politan Development Act of 1966 (42
U.S.C. 3301).

(h) HUD. (1) Prior to November 9,
1965, the Housing and Home Finance
Administrator; or
. (2) On and after November 9, 1965,
the Housing and Home Finance Adminis-
trator in the Department of Housing and
Urban Development pending appoint-
ment of the Secretary of Housing and
Urban Development, and thereafter the
Secretary of Housing and Urban
Development; or

(3) An employee duly authorized to
perform the functions of such adminis-
trator or secretary.

(i) Individual. A person who is not a
member of a family. An elderly in-
dividual -is an individual 62 years of age
or over at the time of displacement. A
handicapped individual is an individual
who has a physical impairment which is
expected to be of long-continued and in-
definite duration and which substantially
impedes his ability to live independently.

Q) LHA. A local housing authority
authorized to undertake a low-rent
housing project assisted under the
United States Housing Act of 1937 (42
U.S.C. 1401 et seq.).

(k) LPA. A local public agency au-
thorized to undertake an urban renewal
project being assisted under title I of
the Housing Act of 1949 (42 U.S.C. 1450
et seq.).

a) moving expenses-l) Individual
and families. Costs of packing, storing
(for a period of 1 year or less), carting,
and insuring of property and incidental
costs of disconnecting and reconnecting
household appliances.

(2) Business concerns. Costs of dis-
mantling, crating, storing (for a period
of 1 year or less), transporting, insuring,
reassembling, reconnecting, and rein-
stalling of property (including goods or
other inventory kept for sale): Provided,
That the cost of any additions, improve-
ments, alterations, or other physical
changes in or to any structure in con-
nection with effecting such reassembly,
reconnection, or reinstallation shall not
be- included unless the agency deter-
mines, with HUD concurrence, that such
additions, improvements, alterations, or
other physical changes are required by
law or are otherwise necessary to the
continued operation of the business.

(M) Plan. A duly approved plan, as it
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exists from time to time, for any pro-
gram or project as defined in this part.

(n) Project area. An area which HD
has approved for a project or program
in connection with (1) urban renewal;
(2) concentrated code enforcement; (3)
demolition; (4) interim assistance; (5)
low-rent public housing or slum clear-
ance; (6) open-space land; (7) historic
preservation; (8) urban beautification;
(9) neighborhood facilities development;
(10) public facilities loans; (11) water
and sewer facilities grants; (12) advance
acquisition of land; (13) the area in
which model cities activities are carried
out; whichever is pertinent In the
context.

(o) Property. Tangible personal prop-
erty, excluding fixtures, equipment, and
other property which under State or
local law are considered real property,
but including such items of real property
as the site occupant may lawfully remove.

(p) Public body. A State, county, mu:
nicipality, or other political subdivision,
or an authority or agency which is a
public legal entity.

(q) Relocation payment. A payment
by an agency:

(1) To an individual or family, for
reasonable and necessary moving ex-
penses and any actual direct loss of
property (for which reimbursement or
compensation is not otherwise made);

(2) To a business concern, for its rea-
sonable and necessary moving expenses
except goodwill or profit and any actual
direct loss of property (for which re-
imbursement or compensation Is not
otherwise made) ;

(3) To a small business concern, for
its displacement. (small business dis-
placement payment);

(4) To or on behalf of a family or
elderly Individual for relocation adjust-
ment prior to August 1, 1968 (relocation
adjustment payment); or to or on behalf
of a family or elderly or handicapped in-
dividual on or after August 1, 1968 (ad-
ditional relocation payment),

(5) To an individual, family, or busi-
ness concern for settlement costs (for
which reimbursement or compensation
is not otherwise made);

(6) To a family.or individual to assist
an owner-occupant of a one- or two-
family dwelling to purchase and occupy a
replacement dwelling (replacement
housing payment).

(r) Settlement costs. (1) Recording
fees, transfer taxes, and similar expenses
incidental to conveying real property to
the agency;

(2) Penalty costs for prepayment of
any mortgage encumbering such real
property; and

(3) The pro rata portion of real prop-
erty taxes allocable to a period subse-
quent to the date of vesting of title, or
the effective date of the acquisition of
such real property by the agency, which-
ever is earlier.

(s) Site occupant. A family, individ-
ual, or business concern, as defined
above.

(t) Small business concern. A business
concern (other than a nonprofit orga-
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nization) which during the base period
had:

(1) Average annual net earnings be-
fore income taxes of less than $10,000;
and

(2) In the case of displacementz prior
to June 15, 1965, average annual gross
receipts or sales in excezs of $1,500; or
in the case of displacements on and after
June 15, 1966, average annual gross re-
ceipts or sales in excez of $1,500 together
with average annual net earnings before
income taxes in excess of $500, or average
annual gros receipts or sales in excess
of $2,500.
7arnings for the purpose of this para-
graph(s) include salaries, wages, or
other compensation received by an owner
of the concern or any member of his
household related to him. The term
"owner" as used in the previous sentence
includes the sole proprietor in a sole pro-
prietorship, the principal partners in a
partnership, and the principal stock-
holders of a corporation, as determined
by HUD. For purposes of this Para-
graph(s), the base period shall be the
2 tax years immediately preceding dis-
placement (or, if the business concern is
not in busines that long, such other
period as may be approved by HUlD):
Provided, That, if a business concern
does not qualify as a small business con-
cern under this paragraph based upon
the 2 tax years immediately preceding
displacement and the agency finds that
its business activity during such period
was not representative, the base period
shall be the 4 tax years immediately
preceding displacement.

u) Voluntary rehabilitation. Struc-
tural or other substantial repairs to, or
alterations to, or demolition of, any
building or other improvement on land
within a project area, undertaken by an
owner in order to conform to the prop-
erty rehabilitation standards set forth
in the applicable plan.
§41.3 Relocation payments by the

Agency.
(a) The Agency shall make relocation

payments to or on behalf of eligible site
occupants in accordance with and to the
full extent permitted by the regulations
in this part: Provided, That for each
Federal financial assistance contract the
agency may elect whether to make pay-
ments for moving expenses in excess of
$25,000 in accordance with § 41.13(a) (2).
§ 41.4 Relocation adjustment payment;

additional relocation payment; re-
placement housing payment.

(a) Relocation adjustment payment.
A family or elderly individual who satis-
fles the pertinent eligibility conditions
set forth in §§ 41.22, 41.23, 41.24, 41.25,
41.26, 41.27, 41.28, or 41.29 prior to Au-
guMst 1, 1908, Is eligible for a relocation
adjustment payment if the site occu-
pant:

(1) Is unable to secure a suitable
dwelling unit in Wi a low-rent housing
project assisted under the U.S. Housing
Act of 1037 (42 U.S.C. 1401 et seq.) or a
State or local proran found by HElD to
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have the same general purposes or (ii)
a dwelling unit assisted under section
101 of the Housing and Urban Develop-
ment Act of 1965 (12 U.S.C. 1701s(a));
and

(2) Has moved to a decent, safe, and
sanitary dwelling.

(b) Additional relocation payment. A
family or elderly or handicapped indi-
vidual who satisfies the pertinent eligi-
bility conditions of §§ 41.22, 41.23, 41.24,
41.25, 41.26, 41.27, 41.28, or 41.29, on or
after August 1, 1968, is eligible for an
additional relocation payment if the site
occupant:

(1) Is unable to secure a suitable
dwelling in (I) a low-rent housing proj-
ect assisted under the United States
Housing Act of 1937 (42 U.S.C. 1401 et
seq.) or a State or local program found
by 1UD to have the same general pur-
poses or (ii) a dwelling unit assisted
under section 101 of. the Housing and
Urban Development Act of 1965 (12
U.S.C. 170s(a)); and

(2) Has moved to a decent, safe, and
sanitary dwelling.

An additional relocation payment not to
exceed $500 in the first 12 months and
$500 in the second 12 months may be
made on a monthly basis, or on a lump-
sum basis, or otherwise on other than a
'monthly basis in cases in which other
than monthly payments are determined
warranted by HUD.

(c) Replacement housing payment. A
family or individual who satisfies the
pertinent eligibility conditions of
§§ 41.22, 41.23, 41.24, 41.25, 41.26, 41.27,
41.28, or 41.29, on or after August 1, 1968,
is eligible for a replacement housing pay-
ment if the site occupant:

(1) Is the owner of real property ac-
quired for a project and Is displaced from
such property;

(2) Has occupied a single- or two-
family dwelling located on the real prop-
erty for a period of not less than 1 year,
prior to the initiation of negotiations for
the acquisition of the real property;

(3) Does not receive the additional re-
location payment provided for by
§ 41.4(b);

(4) Purchases and occupies a replace-
ment dwelling within 1 year subsequent
to the date on which he is required to
move from the dwelling acquired for the
project; and

(5) Does not receive a payment pur-
suant to the State law of eminent do-
main determined by HUD to have sub-
stantially the same purpose and effect as
would a replacement housing payment,
and to be a part of the cost of the project
for which Federal financial assistance is
available.
§ 41.5 Small business displacement

payment.

A small business concern which satis-
fies the pertinent eligibility conditions of
§§ 41.22, 41.23, 41.24, 41.25, 41.26, 41.27,
41.28, or 41.29 is eligible for a small busi-
ness displacement payment if the con-
cern:

(a) Is not part of an enterprise hav-
Ing two or more establishments outside
the project area;
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(b) Has filed with the Internal Rev-
enue Service income tax returns for the
base period, or has furnished such other
evidence of earnings as may be approved
by HUD; and

(c) Was doing business in the project
area on the date of approval by the local
governing body of the plan for the proj-
ect area in which the small business
concern is located, or on the date of the
approval by the agency of an applica-
tion for a Federal financial assistance
contract for the project area, whichever
is pertinent in the context.
§ 41.6 Notice of intention to move.

Except as provided In this § 41.6, no
relocation payment for moving expenses
or actual direct loss of property and no
small business displacement payment
shall be made to a business concern
unless:

(a) The agency has received, at least
30 days but not earlier than 90 days
prior to the moving date, written notice
from the business concern of its Inten-
tion to move or dispose of the property,
which shall be described generally in the
notice, and the date of such intended
move or disposition; and

(b) The business concern has per-
mitted, at all reasonable times, the in-
spection by or on behalf of the agency
of such property at the site from which
the business concern is displaced. For
the purpose of this § 41.6, "moving date"
shall mean the date on which the first
item of such property is intended to be
moved or disposed of. The agency may
make a relocation payment notwith-
standing nonreceipt of such timely no-
tice only if the agency has determined
that there was reasonable cause for the
failure of the business concern to give
such notice, and the agency has ade-
quately verified the facts pertaining to
the move or disposition and the re-
quested relocation" payment.
§ 41.7 Determining moving expenses of

business concerns.
(a) Submission of bids prior to mov-

ing. date. No claim for a relocation pay-
ment for moving expenses in excess of
$500 shall be allowed for the costs In-
curred by a business concern unles the
concern has submitted to the agency, at
least 15 days prior to the commencement
of the move, a bid from three reputable
firms covering the moving costs Involved.
Whenever it is not feasible to obtain
three bids for any category of work, a
lesser number of bids shall be submitted,
together with a written justification by
the concern; and no relocation payment
shall be allowed In such cases unless the
agency has approved the justification.
The agency, with H tD concurrence, may
waive any requirement of this para-
graph (a) for good cause.

(b) Payment not to exceed low bid.
Payment to a business concern for mov-
ing'expenses shall not exceed the amount
of the low bid submitted in accordance
with paragraph (a) of this section unless
the bid requirement has been waived in
accordance with paragraph (a) of this
section.

§ 41.8 Determining actual direct looi of
property.

(a) The amount of actual direct loss.i
of any item of property claimed shall
be determined as follows:

(1) The fair market value of the prop-
erty for continued use at Its location
prior to the displacement shall be escer-
tained by an appraisal satisfactory to
the agency, except as provided in sub-
paragraph (2) of this paragraph.

(2) If the value of the property for
which actual direct loss is claimed does
not warrant the expenses of an appraisal,
then its fair market value for such con-
tinued use shall be computed as follows:
The original cost of the item to the
claimant (exclusive of installation) mul-
tiplied by the figure obtained by dividing
the period of the remaining useful life
of the property at the date of removal
by the period of the normal useful life of
the property at the date of Its acquil-
tion by the claimant.

(3) The property shall be disposed of
by a bona fide sale (as determined by
the agency) at the highest price offered
after reasonable effortz have been made
over a reasonable period of time to inter-
eat prospective purchasers. A trade-in
of the property may be considered a bona
fide sale, and the trade-In allowance,
exclusive of any amount of discount that
would be allowed on. the price of the
property being acquired in the absence of
the trade-in, shall be the amount real-
Ized upon the sale of the property.

(4) If the amount realized from the
sale, after deducting ordinary and rea-
sonable expenses of the sale, is lems thrn
the fair market value for such continued
use, the difference between the net
amount realized and the fair market
value is the amount of actual direct
loss of the property.
I (b) If a bona fide sale is not effected
because no offer is received for the prop-
erty, after reasonable efforts have been
made over a reasonable period of time
to sell it, then Its fair market value for
continued use, ascertahied as provided
In this section, is the amount of actual
direct loss of the property.

(c) No relocation payment shaUll be
made for the cost of an appraisal se-
cured by the agency to determine the
amount of any actual direct loss of prop-
erty, which cost shall be borne by the
agency.

(d) No relocation payment shall be
made for the cost of any appraisal made
by or on behalf of a claimant subsequent
to the appraisal required by 9 41.8(c).
§41.9 Outdoor advertiging digplay.

A busines concern which Is not dls-
placed from a project area shall bo eli-
gible for a relocation payment for mov-
ing expenses with respect to its outdoor
advertising displays required, In the
determination of the agency, to be re-
moved from the project area.
§ 41.10 Fixed relocation payments to

individuals and familcs,
(a) Schedule of fixed payments. An

agency may pay, to eligible ndividunis
and familles who elect to receive them,
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fixed amounts in lieu of payments for
reasonable and necessary moving ex-
penses and actual direct losses of prop-
erty. Each agency intending to make
fixed payments for moving expenses shall
prepare a schedule (Form EIJD-6142)
of the fixed amounts which it proposes
to pay. The schedule shall contain a
statement indicating that the agency
will permit eligible individuals and fami-
lies so choosing to claim reimbursement,
for their actual moving expenses and
actual direct loss of property.

(b) Schedule provision. (1) A pro-
posed schedule of fixed payments to eli-
gible individuals and families owning
furniture shall provide for a graduated
scale of payments related to the number
of all rooms occupied- or utilized by the
claimant, except bathrooms, hallways,
and closets, which payments shall not
exceed the result obtained by multiply-
ing a reasonable local average hourly
moving rate (as determined by the
agency, with HUD concurrence) by the
number of hours allotted to moving
personal effects.

(2) Fixed payments to eligible indi-
viduals and families not owning furni-
ture, but owning furnishings, shall be the
average hourly rate or $25, whichever
is the lesser, calculated in accordance
with the method Prescribed in § 41.10
(b) (1): Provided, That fixed payments
to eligible individuals or families not
owning furniture or furnishings shall not
exceed: (i) $10 for an individual, (iI)
$15 for any family.

() Administration of fixed payments.
Eligible individuals or families may be
paid the amount provided in the schedule
of fixed payments approved by HD
upon receipt of a properly completed
claim A fixed payment shall be in full
settlement for the claimant's moving
expense and any actual direct loss of
property. If the Joint occupants of a
single dwelling unit in the project area
move to two or more locations and conse-
quently submit more than one claim, an
eligible claimant for a fixed payment
may be paid only his reasonable'prorated
share (as determined by the agency) of
the total fixed payment applicable to
such dwelling unit, and the total of fixed
payments made to all such claimants
moving from such dwelling unit shall
not exceed the total fixed payment appli-
cable to such dwelling unit.
§41.11 Administration of relocation

payments.
Ca) Conditions for relocation pay-

ment. The agency (or, If the agency is
the municipality, the board or commis-
sion responsible for carrying out the
federally assisted activities or, If there
is no such board or commission, the
principal executive officer of the muniel-
pality) shall approve a schedule (Form
HUD--6148) of average annual gross
rentals for standard housing in the
locality for determining the amount of
relocation adjustment payments and
additional relocation payments in ac-
cordance with § 41.4 (a) and (b), and a
separate schedule (Form HUD-6155) for
determining the average price of stand-

ard sales housing in a locality, and any
other conditions under which the agency
will make relocation payments. The
schedules and conditions shall be con-
sistent with the regulations in this part
and shall be available In vritten form to
site occupants in the office of the agency.

(b) Notice to site occupants. The
agency shall furnish, to all site occupants
who occupy.property within a project
area (or the area of the federally assisted
activities) and who are anticipated to
be displaced, a notice or Information
statement advising the site occupant of
(1) the availability of relocation pay-
ments to eligible site occupants, and (2)
the office where the conditions under
which relocation payments will be made
are available for Inspection. -

(c) Action on claim-Jnalty. The
agency is initially responsible for deter-
mining the eligibility of a claim for, and
the amount of, a relocation payment and
shall maintain in its files complete and
proper documentation supporting the de-
termination. The determination on each
claim shall be made or approved either
by the governing body of the agency or
by the principal executive offeer o the
agency or his duly authorized designee.
The determination by the agency or any
redetermination by HUD shall be final
and conclusive with respect to the rights
of any site occupant, and not subject
to redetermination by any court or any
other offieer. Subject to the requirements
of this paragraph (c), the agency may
permit a third-party contractor respon-
sible for relocation activities to examine
and recommend action on a claim and to
disburse funds In payment of a claim
which has been approved by the agency.

(d) Prompt payment. A relocation
payment shall be made by the agency
as promptly as possible after a site oc-
cupant's eligibility has been determined
in accordance with the rezulations in
this part.

(e) Agency setoff against claim. The
agency may set off against the claim of
an otherwise eligible site occupant any
financial claim the agency may have
against the site occupant arising out of
the use of the real property.

Wf) Approval by HUD-buslness con-
cerns. No claim for a relocation payment
for moving expenses or settlement costs,
or both, shall be paid without the con-
currence of HUD if the claim exceeds
$10.000. No claim for a relocation pay-
ment for moving expenses which involves
additions, improvements, alterations, or
other physical changes, described in
§ 41.2(1) (2), shall be paid without the
concurrence of HED.

(g) Temporary moves. No relocation
payment shall be made to a site occupant
for a temporary move.

(h) Reimbursement of relocation pay-
ments. Relocation payments made in ac-
cordance with the regulations In this
part and pursuant to a Federal financial
assistance contract are reimbursable in
full to the agency as a Federal grant. -

(i) Accounts and records. Accounts
and records shall be subject to inspection
or audit at all reasonable times by HID.
Records pertaining to eligibility for re-

location payments, including all claims,
receipted bills, or other documentation
In support of a claim, and records per-
tainina to action on a claim, shall be
retained by the agency for not less than
3 years after the completion of the fed-
erally assisted activities.
§ 41.12 Filingof claims.

(a) Form of claim. To obtain a relo-
cation payment, site occupants shall file
written claims with the agency on the
appropriate HUD forms.

(b) Documentatio. in support of a
claim. A claim shall be supported by
the following:

(1) If for moving expenses, except in
the case of a fixed payment, a receipted
b or other evidence of such expenses.
By prearrangement between the agency,
the site occupant, and the mover, evi-
denced in writdn, the claimant or the
mover may present an unpaid moving bill
to the agency, and the agency may pay
the mover directly.

(2) If for actual direct loss of prop-
erty, written evidence thereof, which
may include appralsals, certified prices,
copies of bills of sale, receipts, canceled
checks, copies of advertisements, offers
to sell, auction records, and such other
records as may be appropriate to sup-
port the claim.

(3) In any other -case, such docu-
mentation as may be required by the
agency, which may include income tax
returns, withholding or information
statements, and proof of age.

c) Time for filing claims. A claim for
moving expence, actual direct loss of
property settlement costs, or a small
business displacement payment shall
be submitted to the agency within a
period of 6 months after the dis-
placement of the site occupant. A
claim for a relocation adjustment pay-
ment or for an additional relocation pay-
ment shall be submitted within a period
of 6 months after the displacement of
the site occupant. A claim for a replace-
ment housing payment shall be sub-
mitted within 18 months after the dis-
placement of the claimant. The time
limitations In this paragraph Cc) may
be waived by the agency for good cause
with HID concurrence.
§ 41.13 Limitations on amount of rlo-

cation payments.
(a) Moving erpenses and loss of prop-

erty-Cl) Maximum, amount-individ-
uals and families. The maximum reloca-
tion payment that may be made or rec-
ognized for moving expenses and actual
direct loss of property, for which re-
imbursament or compensation is not
otherwise made, shall not exceed $200 in
the case of individuals, families, or two
or more unrelated individuals occupying
the same dwelling unit.

(2) Maximum amount--busness con-
cerns. The maximum relocation payment
that may be made or recognized in the
case of a bu.iness concern for moving
6xpense and actual direct loss of prop-
ertn, for which reinbursement or com-
pensation Is not otherwise made, shal
not exceed $3,000. If the total of the ac-
tual certified moving expenses incurred
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committees of the House and Senate
having legislative jurisdiction over the
program or activity Involved, a full
written report of the circumstances and
the grounds for such action. Any ac-
tion to suspend or terminate or to refuse
to grant or to continue Federal financial
assistance shall be limited to the particu-
lar political entity, or part thereof, or
other recipient as to whom such a finding
has been made and shall be limited in
its effect to the particular program, or
part thereof, in which such noncompli-
ance has been so found.

(d) Other means authorized by law.
No action to effect compliance by any
other means authorized by law shall be
taken until (1) the responsible Depart-
ment official has determined that com-
pliance cannot be secured by voluntary
means, (2) the action has been approved
by the Secretary, (3) the applicant or re-
cipient has been notified of its failure to
comply and of the action to be taken
to effect compliance, and (4) the expira-
tion of at least ten days from themaling
of such notice to the applicant or recip-
ient. During this period of at least ten
days additional efforts shall be made to
persuade the applicant or recipient to
comply with this Part 1 and to take such
corrective action as may be appropriate.
§ 1.9 Hearings.

(a) Opportunity for hearing. When-
ever an opportunity for a hearing Is re-
quired by § 1.8(c), reasonable notice
shall be given by registered or certified
mail, return receipt requested, to the
affected applicant or recipient. This
notice shall advise the applicant or re-
cipient of the action proposed to be
taken, the specific provision under which
the proposed action against it is to be
taken, and the matters of fact or law
asserted as the basis for this action, and
either (1) fix a date not less than 20
days after the date of such notice within
which the applicant or recipient may
request of the responsible Department
official that the matter be scheduled for
hearing or (2) advise the applicant or re-
cipient that the matter in question has
been set down for hearing at a stated
time and place. The time and place so
fixed shall be reasonable and shall be sub-
ject to change for cause. The complain-
ant, if any, shall be advised of the time
and place of the hearing. An applicant
or recipient may waive a hearing and sub-
mit written information and argument
for the record. The failure of an appli-
cant or recipient to request a" hearing
under this paragraph (a) or to appear at
a hearing for which a date has been set
shall be deemed to be a waiver of the
right to a hearing under section 602 of
the Act and § 1.8(c) of this Part 1 and
consent to the making of a decision on
the basis of such Information as is
available.

(b) Time and place of hearing. Hear-
ings shall be held at the offices of the
Department in Washington, D.C., at a
time fixed by the responsible Department
official unless he determines that the
convenience of the applicant or recipient
or of the Department requires that an-

other place be selected. Hearings shall be
held before the responsible Department
official or, at his discretion, before a hear-
ing examiner designated in. accordance
with sections 3105 and 3344 of title 5,
United States Code.

(c) Right to counsel. In all proceed-
ings under this section, the applicant or
recipient and the Department shall have
the right to be represented by counsel.

(d) Procedures, evidence, and record.
(1) The hearing, decision, and any ad-
ministrative review thereof shall be con-
ducted in conformity with 5 U.S.C. 554-
557 and in accordance with the practice
and procedure for hearings issued by the
Department and published in Part 2 of
this subtitte relating to the conduct of
the hearing, giving of notices subsequent
to those provided for in paragraph (a)
of this section, taking of testimony, ex-
hibits, arguments and briefs, requests
for findings, and other related matters.
Both the Department and the applicant
or recipient shall be entitled to introduce
all relevant evidence on the issues as
stated in the notice for hearing or as
determined by the officer conducting the
hearing at the outset of or during the
hearing.

(2) Technical rules of evidence shall
not apply to hearings conducted pursu-
ant to this Part 1, but rules or principles
designed to assure production of the
most credible evidence available and to
subject testimony to test by cross-exam-
nation shall be applied where reason-

ably necessary by the officer conducting
the hearing. The hearing officer may
exclude irrelevant, immaterial, or un-
duly repetitious evidence. All docu-
ments and other evidence offered or
taken for the record shall be open to
examination by the Agency and the ap-
plicant or recipient, and opportunity
shall be given to refute facts and argu-
ments advanced on either side of the
issues. A transcript shall be made of
the oral evidence except to the extent
the substance thereof is stipulated for
the record. All decisions shall be based
upon the hearing record and written
findings shall be made.

(e) Consolidated or joint hearings.
In cases in which the same or related
facts with respect to two or more pro-
grams or activities to which this Part 1
applies are asserted to constitute non-
compliance with this Part 1 or noncom-
pliance with this Part 1 and the regu-
lations of one or more other Federal
departments or agencies issued under
Title VI of the Act, the Secretary
may, by agreement with such other de-
partanents or agencies, where applicable,
provide for the conduct of consolidated
or joint hearings, and for the applica-
tion to such hearings of rules of pro-
cedure not inconsistent with this Part 1.
Final decisions In such cases, insofar as
this Part 1 is concerned, shall be made
in accordance with § 1.10.
§ 1.10 Decisions and notices.

(a) Decision by person other than the
responsible Department official. If the
hearing is held by a hearing examiner,
such hearing examiner shall either make

an initial decision, If so authorized, or
certify the entire record including his
recommended findings and proposted de-
cision to the responsible Department offi-
cial for a final decision, and a copy of
such initial decision or certification shall
be mailed to the applicant or recipient
by certified or registered mall, return re-
ceipt requested. Where the Initial deci-
sion Is made by the hearing examiner,
the applicant or recipient may, within
the period provided for in the rules of
procedure issued by the Department
(Part 2 of this subtitle), file with the
responsible Department official his ex-
ceptions to the initial decision, with his
reasons therefor. In the absence of ex-
ceptions, the responsible Department of-
ficial may on his own motion within 45
days after the Initial decision serve on the
applicant or recipient a notice that he
will review the decision. Upon the filing
of such exceptions or of such notlco of
review the responsible Department ofllcdal
shall review the initial decision and
issue his own decision thereon including
the reasons therefor. In the absence of
either exceptions or a notice of review
the Initial decision shall constitute the
final decision of the responsible Dtepart-
ment official, In which event a copy shall
also be sent to the complainant.

(b) Decisions on record or revlcw bY
the responsible Department official.
Whenever a record Is certified to the re-
sponsible Department official for decision
or he reviews the decision of a hearing
examiner pursuant to paragraph (a) of
this section, or whenever the responsible
Department official conducts the hearing,
the applicant or recipient shall be given
reasonable opportunity to file with him
briefs or other written statements of its
contentions, and a copy of the final deci-
sion of the responsible Department offi-
cial shall be given in writing to the ap-
plicant or recipient, and to the complain-
ant, If any, by certified or registered mail,
return receipt requested.

(c) Decisions on record where a hear-
ing is waived. Whenever a hearing to
waived pursuant to 0 1.9(a) a decision
shall be made by the responsible Depart-
ment official on the record and a copy of
such decision shall be given in writing to
the applicant or recipient, and to the
complainant, if any, by certified or regis-
tered mail, return receipt requested.

(d) Rulings required. Each decision
of a hearing examiner or responsible
Department official shall set forth his
ruling on each finding, conclusion, or ex-
ception presented, and shall Identify the
requirement or requirements imposed by
or pursuant to this Part 1 with which it
is found that the applicant or recipient
has failed to comply.

(e) Content of orders. The final de-
cision may provide for suspension or
termination of, or refusal to grant or
continue Federal financial assistance, In
whole or in part, under the program or
activity involved, and may contain such
terms, conditions, and other provisions
as are consistent with and will effectuate
the purposes of the Act and this Part 1,
including provisions designed to assure
that no Federal financial assistance will
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by the LPA) for the site occupant to
vacate the real property.

(2) In the case of voluntary rehabili-
tation, the commencement of, or notice
by the owner of the real property of the
commencement of, voluntary rehabilita-
tion of the building or other improve-
ment,, or the part thereof occupied by
the site occupant which makes it neces-
saxy (as determined by the LPA) for the
site occupant to vacate the real property.

(3) In the case of either code enforce-
ment or voluntary rehabilitation, an in-
crease or a notice of increase in rent for
the rent period involved amounting to
not less than 25 percent in the case of a
business concern and not less than 10
percent in the case of an individual or
family: Provided, That in the case of an
individual or family the increase shall
also result in a rent exceeding the stand-
ards establishdd by the LPA for the dis-
placees' ability to pay.
§ 41.23 Code enforcement or demolition

grants.
(a) General. A site occupant is eligi-

ble for a relocation payment if the dis-
placement is:

(1) From real property within the
code enforcement or demolition grant
project area on or after (i) the date of
execution of a Fedeml financial assist-
ance contract, or (ii) the date of UD
approval of a budget for a program of
concentrated code enforcement, 6r (i)
the date of HID approval of an applica-
tion for a demolition grant: Provided,
That in the case of approval of such
budget or application a Federal financial
assistance contract is thereafter exe-
cuted for the area; and

(2) Made necessary by (i) code en-
forcement activities as further defined in
paragraph (b) of this section, (ii) a pro-
gram of voluntary rehabilitation of
buildings or other improvements in
accordance with the program of concen-
trated code enforcement and public Im-
provement, as further defined in para-
graph (c) of this section, (iII) acquisition
of real property by the code agency or
any other public body in connectionwith
a federally assisted program of concen-
trated code enforcement and public im-
provement as further defined in para-
graph (d) of this section, or (iv)
demolition activities as further defined
in paragraph (e) of this section.

(b) Displacement made necessary by
code enforcement. The displacement of
a site occupant from a code enforcement
-area is deemed made necessary by code
enforcement if the vacation of the real
property occurs on or after the com-
mencement of code enforcement, or the
receipt of notice by the site occupant
that code enforcement will be required,
with respect to the real property occu-
pied by the site occupant under either of
the following circumstances:
(1) The code enforcement cannot

reasonably be undertaken without the
vacation of the real property by the site
occupant and the code agency so
determines; or

(2) In the case of a tenant, the owner
has increased the rent or has notified the

tenant of an increase in rent amounting
to not less than 25 percent in the care of
a business concern and not less than 10
percent in the case of an individual or
family: Provided, That in the case of an
individual or family the increase shall
also result in a rent exceeding the
standards established by the code
agency for displacees' ability to pay.
No claim based upon code enforcement
shall be approved unless the code agenc.1
shall have determined that the site occu-
pant was displaced by such activities.

(c) Displacement made necessary by
voluntary rehabilitation. The displace-
ment of a site occupant from a code en-
forcement area is deemed made neces-
sary by voluntary rehabilitation:

(1) Upon the commencement of such
rehabilitation of the building or other
improvement or the part thereof occu-
pied by the site occupant v:Ich makes it
necessary (as determined by the code
agency) for the rAte occupant to vacate
the real property; or

(2) In the case of a tenant, an n-
crease or a notification of an increase in
rent amounting to not less than 25 per-
cent in the case of a business concern
and not less than 10 percent in the case
of an individual or family: Provided,
That in the case of an individual or
family the increase shall also exceed the
standards established by the code agency
for displacees' ability to pay.

(d) Displacement made neceszary by
acquisition. The displacement of a site
occupant from a code enforcement
project area Is deemed made necessary
by acquisition if the vacation of the real
property occurs after the code agency or
other public body acquiring the legal or
equitable title or the right to po =ezzlon
has ordered the site occupant to vacate
the real property. No claim based upon
acquisition of real property by a public
body other than the code agency shall
be approved unless the code agency has"
determined that the site occupant was
displaced by the acquisition or in con-
templation thereof. The determination
shall be supported by a signed statement
from the public body indicating (1) when
it acquired or proposes to acquire the
property occupied by the site occupant
and (2) whether it compensated or has
agreed to compensate the site occupant
for moving expenses, actual direct loss
of property, or settlement costs result-
ing from the displacement.

(e) Displacement made nccssary by
demolition. The displacement of a ite
occupant from a demolition grant
project area is deemed made necessary
by demolition f the vacation of the real
property occurs after the code agency
has ordered the real property to be va-
cated and demolished.
§ 41.24 Interim assistance area-.

(a) Displacement. A site occupant Is
eligible for a relocation payment if the
displacement is:

(1) From private real property within
the interim assistance project area on or
after the date of execution of a Federal
financial assistance contract or the date

of HUD approval of a budget for a pro-
gram of interim assistance: Provded,
That in the latter case a Federal finan-
ci astance contract is thereafter
executed for the area; and

(2) Mde necesary by Wi) activities
designed to improve private properties
to the extent needed to ellinate the
most Immediate dangers to the public
health and safety, as further defined in
paragraph (b) of this section, (ii) acqui-
sition of real property by the agency in
connection with a federally assisted pro-
gram of improvement of private prop-
ertles, as further defined in paragraph
(c) of this section, or (Ill) demolition of
structures determined to be structurally
unsound or unfit for human habita-
tion, and which constitute a public nui-
sance and serious hazard to the public
'health and safety, as further defined in
paragraph (d) of this section.

(b) Displacement made necessary by
improvement of private prprties. The
displacement of a site occupant from an
interim assistance project area is
deemed nade neceay by Improvement
of private properties if the vacation of
the private real property occurs on or
after the commencement of improve-
ment activities, or the receipt of notice
by the site occupant that improvements
will be required with respect to private
real property occupied by the site occu-
pant, and if:

(1) The improvement is necessary to
eliminate the most immediate dangers
to public health and safety, and the
agency so determines, and the improve-
ment cannot reasonably by undertaken
without the vacation of the real prop-
erty by the site occupant and the agency
so determines. No claim based upon in-
terim assistance involving improvement
of private properties shall be approved
unle s the agency shall have determined
that the claimant was displaced by such
activitles. The determination sball be
supported by a statement by the agency
giving the factual basis on which the
determination was made; or

(2) In the case of a tenant, the owner
has Increased the rent, or has notified
the tenant of an increase in rent,
amounting to not less than 25 percent In
the case of a business concern and not
lecs than 10 percent in the case of an
individual or family: Provided, That in
the case of anindividual or family then-
crease shall also result In a rent exceed-
ng the standards established by the

agency for displacees' ability to pay.
(c) Displacement made nzecescary by

acquisition. The displacement of a site
occupant from an interim assistance
project area is deemed made necesary by
acquisition if the vacation of the real
property occurs after the agency has ac-
quired legal or equitable title or the right
to possemion and has ordered the site
occupant to vacate the real property.

(d) Displacement made necessary by"
demolition of unfit structures. The dis-
placement of a site occupant from an
interim assistance project area is deemed
made necessary by demolition of unfit
structures If the vacation of the real

FEDERAL REGISTER, VOL 36, NO. 246-WEDNESDAY, DECEMBER 22, 1971

24443



RULES AND REGULATIONS

property occurs under the following
circumstances:

(1) The structures occupying the real
property are structually unsound or un-
fit for human habitation and constitute
a public nuisance and serious hazard
to the public health and safety, and the
agency has so determined; and

(2) The vacation of the real prop-
erty occurs after the agency has ordered
the real property to be vacated and
demolished.
§ 41.25 Low-rent public housing.

(a) Displacement. A site occupant is
eligible for a relocation payment if the
displacement of the site occupant is:

(1) From real property within the
low-rent public housing project area on
or after the date of execution of the per-
tinent annual contributions contract (or
the date of tentative site approval by
HUD, whichever date is later); and

(2) Made necessary by the acquisition
of the real property by the LHA.

(b) Displacement made necessary 'by
acquisition. A site occupant of real prop-
erty within the low-rent public housing
area on the date of execution of the ap-
plicable annual contributions contract
(or the date of tentative site approval by
BUD, whichever date is later), which
contemplates acquisition of the property,
regardless of when or if such acquisition
takes place, and a site occupant of the
property at the time of its acquisition
may be deemed displaced by the acquisi-
tion upon vacating the .property. For this
purpose, acquisition means the obtaining
by the LTA of title to, or the right to
possession of, the real property.
§ 41.26 Open-space land, urban beauti-

fication, and historic preservation.
(a) Moving expenses and actual direct

loss of property. A site occupant is
deemed displaced by the acquisition of
real property for open-space use, urban
beautification, or historic preservation
and Is eligible for a relocation payment
for moving expenses and actual direct
loss of property if:

(1) The -acquisition of real property
necessitates its vacation; and

(2) The site occupant is (I) an occu-
pant of the real property on the date of
execution of a Federal grant contract
authorizing the acquisition of the real
property (or, if HUD concurrence is given
for the acquisition of the real property'
prior to its approval of a Federal grant
contract, the date of such HUD con-
leurrence, provided that in the latter
case a Federal grant contract for the
project is thereafter executed) regard-
less of when or if such acquisition takes
place, or (ii) the site occupant is an oc-
cupant of the real property at the time
of its acquisition.

(b) Settlement costs. A site occupant
Is deemed eligible for a relocation pay-
ment for settlement costs if:

(1) He is the owner of the real prop-
erty at the time of transfer of title to
the agency; and

(2) If the transfer of title to the real
property occurs on or after the date of
execution of a Federal grant contract

authorizing the acquisition of the real
property (or, if HUD concurrence is
given for the acquisition of the real prop-
erty prior to its approval of a Federal
grant contract, on or after the date of
such BUD concurrerfce, provided that a
Federal grant contract for the project is
thereafter executed).
§ 41.27 Neighborhood facilities projects.

(a) Moving expenses and actual direct
loss of property. A site occupant is
deemed displaced by the project and is
eligible for a relocation payment for
moving expenses and actual direct loss
of property if:

(1) The project necessitates vacation
of real property by the claimant; and

(2) -The site occupant is (i) an oc-
cupant of the real property on the date of
execution of a Federal grant contract
authorizing the project (or, if HUD con-
currence is given for the commencement
of project activities causing the displace-
ment prior to HUD approval of a Fed-
eral grant contract, the date of such con-
currence, provided that in the latter case
a Federal grant contract for the project
is thereafter executed), or (ii) the site
occupant is the occupant of the real prop-
erty on the date of its acquisition.

(b) Settlement costs. A claimant for
settlement costs is eligible for a reloca-
tion payment if:

(1) He is the owner of the real prop-
erty at the tlme of transfer to the agency
or to a nonprofit agency under its con-
trol which is engaged in the carrying out
of the project; and

(2) The transfer of title to the real
property occurs on or after the date of
execution of a Federal grant contract
authorizing the acquisition of the real
property (or, if HUD concurrence is given
for the acquisition of the real property
prior to its approval of a Federal grant
contract, on or after the, date of such
BUD concurrence, provided that a Fed-
eral grant contract for the project is
thereafter executed).
§ 41.28 Public facility loans; grants for

basic water and sewer facilities; and
grants for advance acquisition of
land.

(a) Displacement. A site occupant is
eligible for a relocation payment if:

(1) The site occupant is displaced
from the real property within the project
area on or after the date of the filing
of an application for Federal financial
assistance; and

(2) A Federal financial assistance con-
tract is executed under title II of the
Housing Amendments of 1955 (42 U.S.C.
1491-1497) or section 702 or 704 of the
Housing and Urban Development Act of
1965 (42 U.S.C. 3102 or 3104); and

(3) The acquisition or use of such real
property is determined by BUD to be
nLcessary in connection with a project
under the program; and

(4) The site occupant vacates after (i)
the Agency acquires title to or use of the
property in connection with the program;
or (ii) the agency becomes entitled to
possession of the real property pursuant
to a proceeding In condemnation; or (ili)

a binding contract for the purchase of
the real property Is entered Into by the
Agency and the owner of such real prop-
erty if, in fact, the real property Is not
occupied by another occupant prior to
acquisition of title to, or the right of
possession of, the real property by the
agency.

(b) Settlement costs. A claimant Is
eligible for a relocation payment for
settlement costs if he Is the owner of
the real property at the time of the
transfer of such real property to the
agency.
§ 41.29 Model Cities.

A site occupant Is eligible for reloca-
tion payment if the displacement of the
site occupant Is:

(a) From real property, on or after
(1) the date of HUD approval of a com-
prehensive city demonstration program
(or an amendment thereof) that Identi-
fies the undertaking resulting in the dis-
placement as being carried out In
connection with the program, or (2) such
earlier date as may be approved by HUD
for a specific undertaking upon the re-
quest of a city (provided that in both
cases a Federal financial assistance con-
tract is thereafter, or has been, executed
and that in the latter case HUD subse-
quently approves a comprehensive city
demonstration program, or an amend-
ment thereof, that identifies the under-
taking as one being carried out In con-
nection with the program); and

(b) On or after (1) receipt of a notice
to vacate from the owner of the property
(or of a notice of Increase In rent for
the rent period Involved amounting to
not less than 25 percent In the case of
a business concern and not less than 10
percent In the case of an individual or
family if In the latter case the increase
results in a rent exceeding the standards
established by the city for the displacees'
ability to pay) or, In the case of an
owner-occupant, the commencement of
activities which make It necessary (as
determined by the city) to vacate the
property; or (2) such earlier date fixed
by BUD on the basis of a determination
that the move was reasonably In contem-
plation of a notice to vacate or an in-
crease in rent as defined herein.

PART 42-RELOCATION PAYMENTS
AND ASSISTANCE AND REAL
PROPERTY ACQUISITION UNDER
THE UNIFORM RELOCATION AS-
SISTANCE AND REAL PROPERTY
ACQUISITION POLICIES ACT OF
1970

Subpart A-Gonoral
Sec.
421
42.5
42.10
42.15
42.20
52.25
42.30
42.35

42.40

Purpose.
Supersedure.
Statement of polloy.
Statement of applicable law.
Def nitlons.
Applicabillty of regulations,
Assurances.
Federal share of costs of relocation

payments and a.2Istance.
Payments In condemnation proceed-

ings and negotiated purchascs.

FEDERAL REGISTER, VOL. 36, NO. 246-WEDNESDAY, DECEMBER 22, 1971

24444



RULES AND REGULATIONS

Subpart B--Relocation Payments

*42.45 Purpose.
42.50 Relocation payments by State

agency.
42.*55 Basic eligibility conditions.
42.60 Pluing of claims.
42.65 Actual reasonable moving expenses.
42.70 Actual direct losses of tangible per-

sonal property.
42.75 Actual reasonable expenses insearch-

ing for a replacement business or
farm.

42.80 Alternate payments - individuals
and families.

42.85 Alternate payments-busnesses and
farm operations.

42.90 Replacement housing payments for
homeowners.

42.95 Replacement housing payments for
tenants and certain others.

Subpart C-Relocation Assistance Advisory Pro.
gram and Assurance of Adequate Replacement
Housing

42.100 Purpose.
42.105 Relocation assistance advisory pro-

gram.
42.110 Eligibility for services.
42.115 Idinimum requirements of relocation

assistance advisory program.
42.120 Requirement of adequate replace-

ment housing prior to displace-
ment.

42.125 Coordination of relocation activities.

Subpart D-Real Property Acquisition

42.130 Purpose.
42.135 Real property acquisition practices.
42.i40 Payments-expenses incidental to

transfer of title.
42.145 Payments-litigation expenses.
42.150 Effect upon property acquisition.

-Subpart E-Administration

42.155 Purpose.
42.160 Schedules of comparable replace-

ment dwellings.
42.165 Notice to persons in project area.
42.170 Review of claims.
42.175 Prompt payment.
42.180 Agency setoff against claim.
42.185 Approval by HUD.
42.190 Appeals procedure--grlevances.
42.195 Accounts and records.
42.200 Payments not to be considered as in-

come.
42.205 Displacement in connection with

more than one project.
42.210 Policies and requirements of HUD.
42.215 Waivers.

Appendix A.

Aavonrr: The povisions of this Part 42
Issued under sec 213, 84 Stat. 1901; 42 U.S.C.
4633, and sec. 7(d), 79 Stat. 670; 42 U.S.C.
3535(d).

Subpart A-General
§ 42.1 Purpose.

The purpose of this subpart is to set
forth provisions of general applicability
with respect to the regulations in this
part. Such provisions relate to (a) the
effect of the regulations in this part on
previously issued regulations pertaining
to relocation payments, (b) statements
of applicable policy and law, (c) defini-
tions of pertinent terms, (d) a descrip-
tion of the dates, and the entities or per-
sons, on or to which the regulations in
this part are applicable, and the assur-
ances required in connection with such
applicability, (e) the extent of Federal
participation in the costs of relocation

payments and assistance, and (W the ef-
fect on payments provided under the
regulations in this part of duplicate pay-
ments made in condemnation proceed-
ings and negotiated purchases.
§ 42.5 Supersedure.

The regulations in this part supersede
those currently appearing at Part 41 of
this subtitle to the extent that the
regulations issued hereunder are, under
§ 42.25, applicable.
§ 42.10 Statement of policy.

The purpose of the regulations in this
part is to carry out the following poli-
cies of the Uniform Relocation Assist-
ance and Real Property Acquisition
Policies Act of 1970 (Public Law 91-646,
84 Stat. 1894; 42 U.S.C. 4601), hereinafter
referred to as the "Act":

(a) To insure that uniform, fair, and
equitable treatment be afforded persons
displaced as a result of federally assisted
projects in order that such persons shall
not suffer disproportionate injuries as a
result of programs designed for the bene-
fit of the public as a whole, and

(b) In the acquisition of real property
for a federally assisted project, to en-
courage and expedite acquisition by
agreements with owners of such prop-
erty, to avoid litigation and relieve con-
gestion in courts, to assure consistent
treatment for owners of real property to
be so acquired, and to promote public
confidence in Federal land acquisition.
§ 42.15 Statement of applicable law.

(a) Section 210 of the Act requires sat-
isfactory assurance from a State agency
that specified relocation payments and
relocation assistance will be provided,
and replacement dwellings will be avail-
able, to displaced persons as a condition
to Federal approval of any grant or loan
to, or contract or agreement with, such
State agency under which Federal finan-
cial assistance will be. made available
to pay all or part of the cost of any pro-
gram or project which will result in the
displacement of any person on or after
the effective date of the Act.

(b) Section 305 of the Act requires
satisfactory assurances from a State
agency that in acquiring real property It
will be guided, to the greatest extent
practicable under State law, by specified
land acquisition policies, and that speci-
fled payments will be made to property
owners, as a condition to Federal ap-
proval of any grant or loan to, or con-
tract or agreement with, any State
agency under which Federal finncial
assistance will be available to pay all or
part of the cost of any program or
project which will result in the acquisi-
tion of real property on and after the
.effective date of the Act.

(c) Section 211(c) of the Act provides
that any grant to, or contract or agree-
ment with, a State agency executed be-
fore the effective date of the Act under
which Federal financial assistance will
be available to pay all or part of the cost
of any program or project which will re-
sult in the displacement of any person on
or after such date, shall be amended to
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include the cos of providing payments
and services under the Act.

(d) Section 211(a) of the Act provides
that the cost to a State agency of provid-
ing such payments and assistance shall
be included as part of the cost of a pro-
gram or project for which Federal finan-
cial assistance Is available to such State
agency. Section 211(a) also provides that
where the Federal financial assistance is
by grant or contribution, the Federal
Government shall pay the full amount of
the first $25,000 of the cost of such pay-
ments and assistance so provided by the
State agency to a displaced person on
account of any acquisition or displace-
ment occurring prior to July 1, 1972, and
where such Federal financial assistance-
Is by loan, the Federal agency shall loan
the State agency the first $25,000 of such
costs.

(e) Subject to section 221(c) of the
Act, section 220 (a) repealed the follow-
ing provisions of law: Section 114 of the
Housing Act of 1949 (42 US.C. 1465);
paragraphs (7) (b) (i) and (8) of sec-
tion 15 of the United States Housing Act
of 1937 (42 U.S.C. 1415, 1415(8)), except
the first sentence of paragraph (8); sec-
tion 404 of the Housing and Urban
Development Act of 1965 (42 U.S.C.
3074); section 107 (b) and (c) of the
Demonstration Cities and ZMetropolitan
Development Act of 1966 (42 U.S.C.
3307). Subject to section 221(c) of the
Act, section 306 repealed sections 401,
402, and 403 of the Housing and Urban
Development Act of 1965 (42 U.S.C. 3071- -
3073). Sections 220(b) and306 of theAct
provide that any rights or liabilities
existing under prior Acts shall not be
affected by such repeals.

(f) Section 221 of the Act provides
that the Act shall take effect on the date
of its enactment (January 2, 1971) ex-
cept that until July 1, 1972, sections
210 and 305 of said Act with respect to
assurances required of State agencies
shall be applicable to a State only to the
extent that such State s able under its
laws to comply with such sections, and
that certain repeals (specified in para-
graph Ce) of this section) made by sec-
tions 220 (a) and 306 of the Act shall not
apply to any State so long as sections
210 and 305 are not applicable in such
State.
§ 42.20 Definitions.

For the purpose of the regulations in
this part, the following terms shall
mean:

(a) Busin=. Any lawful activity,
excepting a farm operation, conducted
primarily: (1) For the purchase, sale,
lease, and rental of personal and real
property, and the manufacture, process-
ing, or marketing of products, commodi-
ties, or any other personal property; (2)
for the sale of services to the public;
(3) by a nonprofit organization; or (4)
solely for the purposes of payments
under §§42.65, 42.70, and 42.75, for
assisting In the purchase, sale, resale,
manufacture, processing, or marketing
of products, commodities, personal prop-
erty, or services by the erection and
maintenance of an outdoor advertising
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display or displays, whether or not such
display or displays are located on the
premises on which any of the above
activities are conducted.

(b) Comparable replacement dwelling.
For the purpose of computing the amount
of a replacement housing payment under
§ 42.90 and 42.95, a dwelling which is
(1) decent, safe and sanitary, and com-
parable to the acquired dwelling with
respect to number of rooms, but in any
event adequate to accommodate the dis-
placed person; (2) in an area not sub-
jected to unreasonable adverse environ-
mental conditions from either natural or
manmade sources, and not generally less
desirable than the acquired dwelling with
respect to public utilities, public and
commercial facilities and reasonably
accessible to the displaced person's pres-
ent or potential place of employment; (3)
available on the private market to the
displaced person and available to all
persons regardless of race, color, religion,
sex, or national origin in a manner con-
sistent with title VIII of the Civil Rights
Act of 1968; (4) to the extent practicable,
and where consistent with subparagraph
(1) of this paragraph, functionally equiv-
alent and substantially the same as the
acquired dwelling with respect -to area of
living space, age, and state of repair; and
(5) within the financial means of the dis-
placed person, provided that this sub-
paragraph (5) shall be construed only in
accordance with the intent to put such
person in an equal or better position.

(c) Decent, sale ancLsanitary housing.
Housing in sound, clean and weather-
tight condition, In conformance with
local housing codes (or in the absence of
local housing codes, or where the stand-
ards containedin any such code are de-
termined by HUD to be inadequate, in
conformance with standards established
by HUD) and which meets the following
minimum standards:

(1) Each housekeeping unit shall in-
clude a kitchen with a fully usable sink,
a stove or connection for a stove, a sepa-
rate and complete bathroom, hot and
cold running water in both bathroom and
kitchen, an adequate and safe wiring
system for lighting and other electrical
services, and heating as required by
climatic conditions and local codes.

(2) Each nonhousekeeping unit shall
be in conformance with local code stand-
ards for boarding houses, hotels and
other'dwellings for congregate living. If
such local codes do not include require-
ments relating to space and sanitary
facilities in this connection, standards
shall be subject to the approval of HUED.

(3) Occupancy standards shall be in
conformance with local codes or HUD-
approved requirements, whichever Is
higher.

(d) Displaced person. (1) An individ-
ual, family, partnership, corporation or
association (herein referred to as a "per-
son") who meets the basic eligibility re-
quirements specified in § 42.55 and as set
out in general terms below:

(i) Such person moves from real prop-
erty within the project area or move@
his personal property from such real
property on or after the applicable date

specified in paragraph (a) (1) of § 42.55,
and either

Uit) Such person is displaced as a re-
sult of (a) acquisition of such real prop-
erty in whole or in part for a project,
(b) the receipt of a written order from
the acquiring agency to vacate such
property for a project or (c) the receipt
of a written notice from the acquiring
agency of its intent to acquire such
property for a project, or

(iii) Such person is displaced as a re-
sult of code enforcement, voluntary re-
habilitation, improvement of private
property, or demolition, as provided in
paragraphs (c), (d), and (e) of § 42.55,
or

(2) Solely for the purpose of qualify-
ing for the payments specified in para-
graph (a) (3) of § 42.55, a person who
moves from real property, or moves his
personal property from real property on
or after the applicable date specified in
paragraph (a) (1) of § 42.55 as a result of
such acquisition of or displacement from
other real property on which such person
conducts a business or farm operation.

(e) Dwelling. Any single family build-
ing, one family unit (including a non-
housekeeping unit) in a two-family or
multifamily building, a unit of a condo-
minium or cooperative housing project, a
mobile home or other residential unit.

(f) Farm operation. Any activity con-
ducted solely or primarily for the pro-
duction of one or more agricultural pro-
ducts or commodities, including timber,
for sale or home use, and customarily
producing such products or commodities
in sufficient quantity to be capable of
contributing materially to the operator's
support.

(g) Federal flnancial assistance. A
grant, loan, or contribution (except any
Federal guarantee or insurance) made
by HUD, including a grant, loan or con-
tribution specified below: .

(1) A loan, a grant, or a loan and
grant, for an urban renewal project
under title I of the Housing Act of 1949
(63 Stat. 413, 414, 42 U.S.C. 1450);

(2) A grant for concentrated code en-
forcement and public improvements
under section 117 of the Housing Act of
1949 (79 Stat. 478, 42 U.S.C. 1468) ;

(3) A grant for the demolition of un-
safe structures under section 116 of the
Housing Act of 1949 (79 Stat. 477, 42
U.S.C. 1467);

(4) A grant for interim assistance to
slums or blighted areas under section 118
of the Housing and Urban Development
Act of 1949 (82 Stat. 525, 42 U.S.C.
1468a);

(5) A loan, annual contribution, or
capital grant made in connection with
low-rent public housing projects under
the U.S. Housing Act of 1937 (50 Stat.
888, 42 U.S.C. 1401 et seq.) ;

(6) A grant to acquire land for open-
space use or for a historic preservation
or urban beautification project under
title VII of the Housing Act of 1961 (75
Stat. 183,42 U.S.C. 1500);

(7) A grant for a neighborhood faclli.
ties program under title VII of the Hous-
ing and Urban Development Act of 1965
(79 Stat. 489,42 U.S.C. 3101);

(8) A public faculity loan under title
II of the Housing Amendments of 1905
(69 Stat. 642,42 U.S.C. 1491) ;

(9) A water and sewer faclities grant
under title VII of the Houwingdnd Urban
Devel6pment Act of 1065 (79 Stat. 480,
42 U.S.C. 3101);

(10) A grant for advance acquisition
of lend under title VII of the Houing
and Urban Development Act of 1965 (70
Stat. 489,42 U.S.C. 3101);

(11) A grant for the purpose of carry-
ing out a comprehensive city demonstra-
tion program under title I of the Demon-
stration Cities and Metropolitan Devel-
opment Act of 1966 (80 Stat. 12565, 42
U.S.C. 3301);

(12) Loans or grants to aslist edu-
cational institutions in construction of
housing and other educational facilitle
under title I of the Housing Act of 1950
(64 Stat. 48, 77; 12 U.S.C. 1749) where
such payments are made to a State
agency;

(13) Loans for housing for the elderly
or handicapped under section 202 of the
Housing Act of 1959 (73 Stat. 654, 007,
12 U.S.C. 1701q) where such loans are
made to a State agency;

(14) Where contributions are made to
a State agency and the performance by
such State agency, or by a private body
acting on behalf of such State agency,
of the undertaltings necessary to enable

-it to receive such contributions will be
the direct cause of displacement, the pay-
ments or contributions specified below:

(1) AssIstanbe payments under section
235 and Interest reduction payments un-
der section 236 of the National Housing
Act (48 Stat. 1246, 12 U.S.C. 1715z and
1715z-1),

(i1) Below market interest rates pro-
vided under section 221(d) (3) of the Na-
tional Housing Act (12 U.S.C. 1715-4),

(1t) Rent supplement payments under
section 101 of the Housing and Urban
Development Act of 1965 (79 Stat. 451,
12 U.S.C. 1701s),

(v) Grantz under section 713(a) and
loans under section 714(a) of title VII
of the Housing and Urban Development
Act of 1970 (Public Law 91-609, 84 Stat,
1791) to assist in financing new commu-
nity development programs.

(h) HUD. The Secretary of HouIng
and Urban Development (or, prior to
Nov. 9, 1965, the Housing and Homo Fi-
nance Administratr) or an officer or
employee duly authorized to perform the
functions of the Secretary or Adminis-
trator.

(i) Initiation of nogotiations. The ini-
tial written offer made by the acquiring
agency to the owner of real property to
be acquired for a project of the amount
established by subh agency as Just com-
pensation for such property in accord-
ance with § 42.135(a) (3).

(j) Mortgage. Such claczcs of liens a3
are commonly given to ,ecuro advances
on, or the unpaid purchase price of, real
property, under the laws of the State in
which the real property is located, to-
gether with the credit instruments, If
any, secured thereby.
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(k) Person. Any individual, family,
partnership, corporation, or association.
.For purposes of an alternate payment
under § 42.80 and a replacement housing
payment under §§ 42.90 and 42.95, two
or more individuals (not a family) living
together in, and displaced from, a single
dwelling, shall be regarded as one per-
son.

(1) Personal property (tangible per-
sonal property), (1) Tangible property
which is situated on the real property va-
cated or to be vacated by a displaced per-
son and which is considered personal
property and is noncompensable (other
than for moving expenses) under the
State law of eminent domain, and (2) in
the case of a tenant, fixtures and equip-
ment, and other property which may be
characterized as real property under
State or local law, but which the tenant
may lawfully, and at his election deter-
mines to, move and foe which the tenant
is not compensated in the real property
acquisition. In the case of an owner of
real property, the determination as to
whether an item of property is personal
or.real shall depend upon how it is iden-
tifid in the acquisition appraisals and
the closing or settlement statement with
respect to the real property acquisitions:
Provided, That no item of property which
is compensable under State and local law
to the owner of real property in the real
property acquisition may be treated as
tangible personal property in computing
actual direct losses of tangible personal
property under § 42.70.

(m) Plan. (1) A duly approved formal
plan, as exists from time to time, for any
project as defined in this part and any
action program implementing such plan,
or (2) in the case of a project for which
no formal plan is required, the applica-
tion by the State agency as approved by
HUD gnd modified from time to time.

(n) Project. Any undertaking which
receives Federal financial assistance and
to which the Act is applicable pursuant
to § 42.25.

(o) Project area. An area which HUD
has approved for the carrying out of
project activities.

(p) Relocation payment. A payment
specified under §§ 42.65 through 42.95.

- (q) State. Any of the several States of
the United States, the District of Colum-
bia, the Commonwealth of Puerto Rico,

-any Territory or possession of the United
States, the Trust Territory of the Pacific
Islands, and any political subdivision
thereof.

(r) State agency. The National Cap-
ital Housing Authority, the District of
Columbia Redevelopment Land Agency,
and any department, agency, or instru-
mentality of a State or of a political sub-
division of a State or any department,
agency, or instrumentality of two or more
States or of two or more political sub-
divisions of a State or States. Unless
otherwise indicated in the context of a
specific provision of these regulations,
the term "State agency" as used in these
regulations shall mean the particular
State agency to which Federal financial
assistance is made available for a specific
project.

(s) Voluntary rehabilitation. Struc-
tural or other substantial repairs to, or
alterations to, or demolition of, any
building or other Improvement on land
within a project area, undertaken by an
owner in order to conform to the prop-
erty rehabilitation standards or other
applicable provisions set forth in the ap-
plicable Plan.

§ 42.25 Applicability of regulations.

(a) Applicability of the regulations in
this part. The regulations in this part are
applicable to all acquistion or displace-
ment occurring on or after January 2,
1971 and prior to July 1, 1972, to the ex-
tent that a State agency has furnished
HU13 with satisfactory assurances under
§ 42.30 with respect to the federally as-
sisted activity under which said acquisi-
tion or displacement takes place. Where,
as of January 2, 1971, a State agency
was not legally empowered under State
law to make such assurances, to the ex-
tent that the State agency subsequently
becomes so empowered and furnishes
such assurances, the regulations in this
part shall apply to displacement or ac-
quisition occurring on or after the date
the State agency becomes legally em-
powered to make such assurances.

(b) Applicability of previously pub-
lished regulati=. The regulations cov-
ering Relocation Payments appearing at
Part 41 of this subtitle shall apply to (1)
displacement occurring on or after
September 10, 1970, and prior to Janu-
ary 2, 1971, and (2) displacement occur-
ring on or after January 2, 1971, and
prior to July 1, 1972, to the extent that
the regulations issued hereunder do no
pursuant to paragraph (a) of this Eec-
tion, apply.

'(c) Continuation of rights and liabil-
ities. Nothing in paragraph (a) or (b)
of this section shall be deemed to affect
any rights or liabilities in existence as of
January 2, 1971, under any laws repealed
by the Uniform Relocation Assistance
and Real Property Acquistion Policies
Act of 1970.
§ 42.30 Assurances.

(a) Displacement. As a condition to
any grant, contract, or agreement ap-
proved by HUD on or after January 2,
1971, under which Federal financial as-
sistance will be available to pay all or
part -of the .cost of any undertaking
which will result In the displacement of
any person on or after such date, a State
agency shall to tie extent It is authorized
under State law, submit assurances
(either separately or by contract) satis-
factory to HUD that with respect to such
displacement-

(1) Relocation payments shall be pro-
vided to displaced persons in accordance
with §§ 42.65 through 42.95;

(2) Relocation assistance programs
offering the services described in Subpart
C shall be provided to such displaced
persons;

(3) Within a reasonable period of time
prior to displacement, decent, safe and
sanitary replacement dwellings will be"
available to displaced ersons in accord-
ance with § 42.120;

(4) Affected persons will be adequately
informed of the benefits, policies and
procedures provided in theze regulations;
and

(5) The relocation process will be car-
ried out in such a manner as to provide
displaced persons with uniform and con-
sIstent services, and replacement housing
under § 42.120 will be available and the
same range of choices with respect to
such housing will be offered to all dl-
Placed persons regardless of race, color,
religion or national origin pursuant to
title V of the Civil Rights Act of 1964
(42 U.S.C. 2000d), title VI of the Civil
Rights Act of 1968 (42 U.S.C. 3501
et seq.), and Executive Order 11063 (27
F.R. 11527).
An assurance with respect to displace-
ment filed on or before the 30th day fol-
lowing Issuance of the regulations in this
part shall be deemed satisfactory not-
withstanding Its failure to include sub-
paragraphs (4) and (5) of this para-
graph.

(b) Acquisition. As a condition to any
grant, contract, or agreement approved
by HUD on or after January 2, 1971,
under which Federal financial assistance
will be available to pay all or a part of
the cost of any undertaking which will
result in the acquisition of real property
on or after such date the State agency
shall, to the extent It is authorized under
State law, submit assurances (either sep-
arately or by contract) satisfactory to
HUD that with respect to such acquisi-
tion:

(1) It will, to the greatest extent prac-
ticable under State law, be guided by the
land acquLsition policies and provisions
n § 42.135;

(2) Property owners will be paid or
reimbursed for necessary expenses speci-
fied in §§ 42.140 and 42.145; and

(3) Affected persons will be adequately
Informed of the benefits, policies and
procedures provided In the regulations
in this part.
An assurance with respect to acquisition
filed on or before the 30th day following
issuance of the regulations in this part
shall be deemed satisfactory notwith-
standing Its failure to include subpara-
graph (3) of this paragraph.
§ 42.35 Federal share of costs of reloca-

tion payments and assistance.
Payment made and assistance pro-

vided in accordance with Subparts B and
C of this part and §§ 42.140 and 42.145,
and pursuant to a grant, loan, contract,
or agreement for Federal financial as-
sIstance for a project, shall be included as
a part of the cost of such project and-
shared In the same manner and to the
same extent as other program or project
costs: Provided, That, where such Fed-
eral financial assistance is by loan, HUD
shall loan the full amount of the first
$25,000 of the cost to the State agency for
providing such payments and assistance
to an eligible displaced person or a per-
son from whom property Is acquired, and
where such Federal financial assistance
is by grant or contribution HUlD shall pay
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the first $25,000 of such costs with re-
spect to an eligible displaced person or a
person from whom property is acquired
on account of displacement or acquisition
occurring prior to July 1, 1972.

-§ 42.40 Payments in condemnation pro-
ceedings and negotiated purchases.

No payment shall be made under the
regulations in this part which would
duplicate a payment received by a dis-
placed person or owner under the State
law of eminent domain, and which is in-
cluded in an award in eminent domain
or in the purchase price for any property
acquired by negotiation, if such payment
so received is determined by HEUD to have
the same purpose or effect as a payment
under this part.

Subpart B-Relocation Payments
§ 42.45 Purpose.

The purpose of this subpart is to set
forth the types of, and specific eligibility
criteria for, relocation payments to dis-
placed persons.
§ 42.50 Relocation payments by State

agency.
The State agency shall make reloca-

tion payments to or on behalf of eligible
displaced persons in accordance with and
to the full extent permitted by §§ 42.65
through 42.95.
§ 42.55 Basic eligibility conditions.

(a) General. A person qualifies as a
displaced person for purposes of estab-
lishing basic eligibility for a relocation
payment if:

(1) Such person moves from real prop-
erty within the project area or moves his
personal property from such real prop-
erty (i) on or after the date of the per-
tinent contract for Federal financial as-
sistance for a project, or in the case of
the low rent public housing program,
the date of tentative site approval by
HUD, if it is later, or (i) on or after the
date of HUD approval of a budget for
project execution activities resulting in
displacement, provided that the contract
for Federal financial assistance for the
contemplated project is thereafter exe-
cuted, and (iII) for purposes of the model
cities program, on or after the dates
specified in subdi~ision (i) of this sub-
paragraph or, if the displacement occurs
prior to the approval of the contract for
Federal financial assistance, on or after
the date approved by HUD for a specific
undertaking upon the request of the
State agency, provided tht a contract
for Federal financial assistance is there-
after executed and provided further that
the . comprehensive city demonstration
program thereafter approved Identifies
the undertaking as one being carried out
in connection with such program, and

(2) Such person is displaced as a re-
sult of (I) the acquisition of such real
property, in whole or in part, for a proj-
ect as further provided in paragraph (b)
of this section, or (it) code enforcement,
Voluntary rehabilitation, Improvement of
private property, or demolition, as pro-

vided in paragraphs (c), (d), and (e)
of this section; or

(3) Such person who moves from real
property, or moves his personal prop-
erty from real, property on or after the
applicable date specified in subparagraph
(1) of this paragraph as a result of dis-
placement (as specified in subparagraph
(2) of this paragraph) from other
real property on which such person con-
ducts a business or farm operation: Pro-
vided, That such person shall be deemed
a displaced person solely for the purpose
of qualifying for the following payments:
(I) Actual reasonable moving expenses
under § 42.65, (ii) actual direct losses of
personal property under § 42.70, (iii)
actual reasonable expenses in searching
for a replacement business or farm under
§ 42.75, (iv) an alternate payment for
individuals and families under § 42.80,
and (v) relocation advisory assistance
under Subpart C of this part.

(b) Displacement by acquisition. Dis-
placement as a result of the acquisition
of real property includes displacement
which is a result of:

(1) The obtaining by the acquiring
agency of title to or the right to posses-
sion of such real property for a project;

(2) The written order of the acquiring
agency to vacate such property for a
project; or

(3) The receipt of a written notice
from the acquiring agency of its intent
to acquire the real property for such
project, provided that such acquisition
thereafter takes place.
Displacement as a result of acquisition
of real property in the urban renewal,
neighborhood development, and model
cities programs shall include displace-
ment which is a result of the acquisition
of real property by a State agency other
than the State agency receiving Federal
financial assistance as defined In
§ 42.20(g), to the etent that the Uni-
form Relocation Assistance and Real
Property Acquisition Policies Act of 1970
is not applicable to such other State
agency in connection with such displace-
ment, and if the acquisition is under-
taken in accordance with the plan for
the project, or, in the case of the model
cities program, if the comprehensive city
demonstration program identifies the ac-
quisition as being carried out in connec-
tion with such program.

(c) Displacement by code enforce-
ment and voluntary rehabilitation--(1)
Urban renewal, neighborhood develop-
ment, and code enforcement programs.
A person shall be deemed displaced by
code enforcement or voluntary rehabili-
tation under the urban renewal, neigh-
borhood development, and code enforce-
ment progranis if the vacation of the
real property is the result of code en-
forcement, as further specified in sub-
paragraph (3) of this paragraph, or of
voluntary rehabilitation, as further spe-
cified in subparagraph (4) of this para-
graph, with respect to the property c-.
cupied and if such activities are under-
taken in accordance with the plan.

(2) Model cities program. A peroon
shall be deemed displaced by code en-
forcement or voluntary rehabilitation
under the model cities program if the
vacation of the real property Is the re-
sult of code enforcement, as specified In
subparagraph (3) of this paragraph, or
of voluntary rehabilitation activitie', as
further specified In subparagraph (4) of
this paragraph, with respect to the prop-
erty occupied and if such activities are
undertaken in accordance with the com-
prehensive city demonstration program
which Identifies the undertaking as beinf,
carried out In connection with vuch
program.

(3) Code enjorcement-(l) Tenants. A
tenant shall be deemed to be displaced as
a result of code enforcement if the va-
cating of real property occurs on or after:

(a) The receipt of a notice to vacate
from the owner on the ground that code
enforcement activities will be under-
taken; or

(b) The commencement of code en-
forcement activities: Provided, That the
State agency shall have concluded, in ac-,
cordance with HUD policies and require-
ments. either:

(1) That the owner has increased the
rent or has notified the tenant of an in-
crease in rent amounting to not less than
25 percent in the case of a business con-
cern and not less than 10 percent In the
case of an individual or family: Pro-
vided, That in the case of an individual
or family the increase shall also result in
a rent exceeding the standards es"tab-
lished by the State agency for the per-
sons' ability to pay, or

(2) That the code enforcement could
not reasonably be undertaken without
the vacation of the real property by the
tenant; or

(c) A notice from the owner or the
State agency that code enforcement ac-
tivities will be required: Provded, That
the State agency shall have concluded, In
accordance with HUD policie and ro-
quirements, that such tenant has moved
in reasonable anticipation of such code
enforcement activities and has made
either of the findings required under (b)
(1) or (2) of this subdivislon (I).

(II) Owners. An owner of real prop-
erty shall be deemed dislaced as a re.ult
of code enforcement If the vacating of
the real property occurs on or aftcr the
receipt of notice from the State agency
that code enforcement will be required
and the State agency concludes, In ac-
cordance with HUD policies and require-
ments, that (a) the code enforcement has
been accomplished, and (b) the code en-
forcement could not reasonably have
been undertaken without the vacation of
the real property by the owner.

(4) Voluntary rehabiltation(i) Ten-
ants. A tenant shall be deemed to be d!s-
placed as a result of voluntary rehabili-
tation if the vacating of real proporty
occurs on or after:

(a) The receipt of a notico to vacate
from the owner on the groUnd that
voluntary rehabilitation will bo under-
taken; or
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M Cb) The commencement of voluntary
rehabilitation: Provided, That the State
agency shall have concluded in accord-
ance with HD policies and requirements
either:

(fl That the owner has increased the
rent or has notified the tenant of an in-
crease in rent amounting to not less than
25 percent in the case of a busipess con-
cern and not less than 10 percent in the
case of an individual or family: Pro-
vided, That in the case of an individual
or family the increase shall also result
in a rent exceeding the standards estab-
lished by the State agency for the per-
son's ability to pay, or

(2) That the voluntary rehabilitation
could not have reasonably been under-
taken without the vacation of the real
property by the tenant; or

(c) The receipt of a notice from the
owner or the State agency that voluntary
rehabilitation will be required: Provided,
That the State agency shall have con-
cluded, in accordance with HID policies
and requirements, that such tenant haa
moved in reasonable anticipation of such
voluntary rehabilitation and has made
either of the findings required under
(b) () or (2), of this subdivision (I).

(ii) Owners. An owner of real property
shall be deemed displaced as a result of
voluntary rehabilitation if the vacating
of therealproperty occurs on or after the
commencement of voluntary rehabilita-
tion. and the State agency concludes, in
accordance with HUD policies and re-
quirements, that (a) the voluntary reha-
bilitation has been accomplished, and
(b) the voluntary rehabilitation could
not reasonably have been undertaken
without the vacation of the real property-
by the owner.

(d) Displacement by improvement of
private propetries in the interim assist-
ance program, A person shall be deemed
displaced by the improvement of private
property under the interim assistance
program if the vacating of the real prop-
erty is the result of:

(1) Improvement with respect to the
property occupied and undertaken in
accordance with the plan; and

(2) Where the displaced person is a
tenant, the vacating of real property
occurs on or after:

(i) The receipt of a notice to vacate
from the owner on the ground that such
improvement will be undbrtaken, or

(ii) The commencement of such im-
provement: Provided, That the State
agency shall have concluded, in accord-
ance with HUD policies and require-
ments, either (a) that the owner has in-
creased the rent or has notified the ten-
ant of an increase in rent amounting to
not less than 25 percent in the case of a
business concern and not less than 10
percent in the case of an individual or
family- Provided, That in the case of an
individual or family the increase shall
also result in a rent exceeding the stand-
ards established by the State agency for
the person's ability to pay, or (b) that
such improvement could not have regson-
ably been undertaken without the vaca-
tion of the real proj3erty by the tenant, or
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(Il) A notice from the owner or the
State agency that the improvement will
be required: Provided, That the State
agency shall have concluded, in accord-
ance with HD policies and require-
ments, that such tenant has moved In
reasonAble anticipation of such improve-
ment and has made either of the findings
required under (a) or (b) of subdivision
(i) of this subparagraph (2), or

(3) Where the displaced person is an
owner, if the vacating of the real property
occurs on or after the commencement of
such improvement and the State agenc'
concludes, in accordance with HUD poll-
cies and requirements, that (I) the im-
provement has been accomplizzhed, and
(ii) the improvement could not reason-
ably have been undertaken without the
vacation of the real property by the
owner.

(e) Displacement by demolition. A
person shall be deemed displaced as a
result of demolition if the vacating of
real property is the result of demolition
undertaken in accordance with the plan
for a project, and occurs on or after the
date on which the State agency has
ordered the real property to be vacated
and demolished under State and local
law on the ground that it is structurally
unsound or unfit for human habitation.
§ 42.60 Filing of claims.

Ca) Gener All clams shall be sub-
mitted to the State agency on the appro-
priate HUD form, supported by such
documentation as may be required by
the specific provisions of the regulations
in this part applicable to the payment
claimed, and by such other documenta-
tion as may be required by the State
agency.

(b) Time for filing claims. Any claim
for a payment (other than a claim for
a replacement housing payment for
homeowners under § 42.90) shall be sub-
mitted to the State agency within a pe-
riod of 6 months after displacement of
the claimant, the publication of the reg-
ulations in this part; or the filing of
assurances under § 42.30, whichever Is
later. Any claim for a replacement hous-
Ing, payment for homeowners under
§ 42.90 shall be submitted to the State
agency within a period of 18 months
after the displacement of the clalman,
or 6 months after the publication of the
regulations in this part or the Ming of
assurances under § 42.30, whichever Is
later.
§ 42.65 Actual reasonable moving ex.

penses.
(a) GeneraL A State agency chall

make a payment to a displaced person
who satisfies the pertinent eligibility re-
quirements of § 42.55 and the require-
ments of paragraph (b) of this section.
for actual reasonable expenses specified
below and determined In accordance
with paragraph (c) of this cection for
moving himself, his family, buzziss,
farm operation or other perconal prop-
erty:

(1) Transportation not to exceed a
distance of 50 miles from the site from
which displaced, except where the State
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agency determines In accordance with
HUD policies and requirements that, re-
location beyond such distanca of 51a miles
IsJustif ed;

(2) Packing and crating pe-onal
property;

(3) Obtaining (including advertisin
for) bids or estimates for such trans-
portation, packing, and crating;

(4) Such storage of personal property,
for a period generally not to exceed 6
months, as the State agency determines
to be nece=ary in connection with
relocation;

(5) Insurance of personal pr party
while In storage or transit;

(6) Disconnecting, dismantlig, re-
moving, renssembling, reconnectins and
reinstalling machinery, equipment or
other personal property Uncluding god
and inventory kept for sale) not acquired
by the State agency: Provided, That the
cost of any addition, improvement, al-
teration, or other physical change in or
to any structure in connection with ef-
fecting such reassembly, reconnection or
reinstallation -hall not be included as a
moving expense unless the State agency
determines, with prior HID concurrence,
that such addition, improvement altera-
tion, or other physical change Is required
by law or ordinance or is necessary to the
reinstallation of such personal property;

(7) The reasonable replacement value
of property lost, stolen or damaged (not
through the fault or negligence of the
displaced person, his agent or employee)
in the process of moving, where such 1o=,
theft, or damage is not covered by in-
surance. and

(8) Where an item of personal prop-
ertywhich is used In connection with any
business or farn operation is not moved
but s replaced with a comparableltem,
reimbursement in an amount not to ex-
ceed the replacement cost, minus any
proceeds received from the sale, or the
estimated cost of moving, whichever is
less.

(b) RequircmenL-Z-oring a businecs
or farm operation. Except, as provided in
this paragraph, no payment for actal
reazonable moving expensez shall be-
made to a displaced person for moving
his buznezs or farm operation unless:

(1) The State agency has received, at
least 30 days (or such earlier date as the
State agency may determine nece-sary.
but not earlier than 90 days) prior to the
moving date, written notice from such
dLplaced person of his intention to move
or dispose of personal property used In
connection with such business or fam
operation (whlch property shall be de-
scribed generally In the notice). and tha
date of such intended move or dlscsi-
tion; and

(2) The displaced parson has permit-
ted, at all reasonable timez, the insp::-
tion by or on be l of the State agen y
of such property at the site from which
the business or farm opeatfon I- dis-
placed. For the purpoz of this smb-
section, "moving date" s 1 mean tha
date on which the first item of such
property Is intended to be moved or di-
posed of. The State agency may nak
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a relocation payment notwithstanding
nonreceipt of such timely notice only-
Ii the agency has determined that there
was reasonable cause fof the failure of
the displaced person to give such notice,
and the agency has adequately verified
the facts pertaining to the move or dis-
position and the requested relocation
payment.

(c) Limitations-(1) Self mo v e s.
Where the displaced person accomplishes
the move himself, the amount of pay-
ment shall not exceed, the estimated
cost of accomplishing the move com-
mercially, except for such satisfactorily
documented claims in a greater amount
as are determined by the State agency,
in accordance with HUD policies and
requirements, to be justified.

(2) Temporary moves-individuals or
families. For the purposes of this section,
the cost to a State agency in connection
with moving a displaced person into
temporary housing shall, notwithstand-
ing any other provisions of § 42.35 with
respect to the Federal share of costs of
relocation payments and assistance, be
included as a project cost in the same
manner and to the same extent as other
program or project cost: Provided, That
if the displaced person elects, in accord-
ance with § 42.120(c) (4), to receive an
alternate payment under § 42.80 at the
time of the move into temporary hous-
ing, the Federal share of the cost of
such payment to the State agency shall
be paid in accordance with § 42.35 and
the cost to the State agency in connec-
tion with the move of such person into
permanent replacement housing shall be
included as a project cost in the same
manner and to the same extent as other
program or project costs, notwithstand-
ing any other provision of § 42.35.

(3) Payment not to exceed low bid-
Business or farm operations. Payment to
a displaced person for moving- expenses
shall not exceed the amount of the low
bid submitted in accordance with para-
graph (d) (2) of this section unless sub-
mission of bids is not, under paragraph
(d) (2), required.

(4) Personal Property of low value and
high bulk-Businesses or farm opera-
tions. Where, in the judgment of the
State agency, the cost of moving any
item of personal property of low value
and high bulk which is used in connection
with any business or farm operation
would be disproportionate in relation to
its value, the allowable reimbursement
for the expense of moving such property
shall not exceed the difference between
the cost of replacing the same with a
comparable item available on the market
and the amount which would have been
received for such property on liquidation.
This subparagraph shall apply to suclh
situations as the moving of junkyards,
stockpiles, sand, gravel, minerals, and
metals.

(d) Documentation in support of a
claim--(1) All claimants. A claim for a
payment under paragraph (a) of this
section shall be supported by a bill or
other evidence of expenses incurred. By
prearrangement between the State

agency, the site occupant, and the mover,
evidenced in writing, the claimant or the
mover may present an unpaid moving
bill to the State agency, and the agency
may pay the mover directly.

(2) Businesses and farm operations.
Each claim in excess of $500 for the costs
incurred by a displaced person for mov-
ing his business or farm operation shall
be supported by a bid (unless otherwise
provided in this section), submitted to
the State agency at least 15 days prior
to the commencement of the move, from
three reputable firms covering the mov-
ing costs involved. Whenever it is hot
feasible to obtain three bids for any
category of work, a lesser number of bids
shall be submitted, together with a writ-
ten justification by the displaced person;
and no relocation payment shall be
allowed in such cases unless the State
agency has approved the justification.
Where such bid requirement cannot be
complied with under State law, or where
estimates in an amount of less than $500
were obtained in good faith by the dis-
placed person, such claim shall be sup-
ported by estimates in lieu of bids.
§ 42.70 Actual direct losses of tangible

personal property.
(a) General. A State agency shall

make a payment to a displaced person
who satisfies the pertinent eligibility re-
quirements of § 42.65 and the require-
ments of paragraph (b) of this section,
for actual direct losses of tangible per-
sonal property as a result of moving or
discontinuing a business or farm opera-
tion, in an amount determined by the
State agency in accordance with para-
graphs (c) and (d) of this section.

(b) Requirements for payment. No
payment shall be made to a displaced
person for actual direct loss of property
unless such displaced person (1) com-
plies with the requirements of § 42.65 (b)
with respect to actual reasonable moving
expenses except as provided in said sec-
tion, and (2) makes a bona fide effort to
sell the personal property for which such
actual direct loss is claimed.

(c) Determining actual direct loss of
property. (1) Subject to the limitations
of paragraph (d) of this section, the
amount of actual direct loss of any item
of property claimed shall be determined
as follows:

(i) Except as provided in subpara-
graph (2) of this paragraph (c), the fair
market value of the property for con-
tinued use at its location prior to the
displacement shall be ascertained by an
appraisal either secured by the claimant
and concurred in by the State agency, or
secured by the State agency and
concurred in bi the claimant.

(ii) If the value of the property for
which actual direct loss is claimed does
not warrant the expenses of an appraisal,
then its fair market value for such con-
tinued use shall be computed as follows:
The original cost of the item to the
claimant (exclusive of installation) mul-
tiplied by the figure obtained by dividing
the period of the remaining useful life
of the property at the date of removal by

the period of the normal useful life of
the property at the date of Its acquisition
by the claimant.

(Il) The property shall be disposed
of by a bona fide sale (as determined by
the State agency) at the highest price
offered after reasonable efforts have been
made over a reasonable period of time
to interest prospective purchasers. A
trade-in of the property may be con-
sidered a bona fide sale, and the trade-in
allowance, exclusive of any amount of
discount that would be allowed on the
price of the property being acquired in
the absence of the trade-in, shall be the
amount realized upon the sale of the
property.

(iv) If the amount realized from the
sale, after deducting ordinary and rea-
sonable expenses of the sale, Is less than
the fair market value for such continued
use, the difference between the net
amount realized and the fair market
value Is the amount of actual direct loss
of the property.

(2) If a bona fide sale is not effected
because no offer is received for the prop-
erty, after reasonable efforts have been
made over a reasonable period of time
to sell it, then Its fair market value for
continued use, ascertained as provided in
this section, is the amount of actual di-
rect loss of the property.

(d) Limitations. (1) The amount of
payment for actual direct loss of any
item of property shall not exceed the
amount determined in accordance with
paragraph (c) of this section or the esti-
mated amount that would have been
required to relocate such property,
whichever Is less.

(2) No payment shall be made under
this section for any Item of personal
property sold or traded in and replaced
with a substitute Item. However, nothing
in the preceding sentence shall preclude
a payment for moving expenses, in ac-
cordance with § 42.65 (a) (8), with respect
to the replacement of such Item.

(3) The cost of an initial appraisal to
determine actual direct loss of property
shall, notwithstanding any other provi-
sion of § 42.35 with respect to Federal
share of costs, be included as a project
cost in the same manner and to the same
extent as other program or project coAts.
No payment shall be made under these
regulations for the cost of any appraisal
made subsequent to such initial appraisal,

(e) Documentation in support of a
claim. A claim for payment under para-
graph (a) of this section shall be sup-
ported by written evidence of loss of
tangible property which may include ap-
praisals, certified prices, copies of bils
of sale, receipts, canceled checks, copies
of advertisements, offers to sell, auction
records, and such other records as may
be appropriate to support the claim.
§42.75 Actual reasonable expensco fit

searching for a replacement bustFiecv
or farm.

A displaced person who satisfies the
pertinent eligibility requirements of
§ 42.65 with respect to actual reasonable
moving expenses, Is eligible for actual
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reasonable expenses, in an amount not
to exceed $500 unless the State agency
determines that a greater amount is jus-
tified, in searching for a replacement
business or farm, including expenses in-
curred for: (a) Transportation; (b)
meals and lodging away from home; c)
time spent in searching, based on the
hourly wage rate of the salary or earn-
ings of the displaced person or his repre-
sentative, but not to exceed $10 per hour;
and (d) fees paid to a real estate agent
or broker to locate a replacement busi-
ness or farm.

§ 42.80 Alternate payments--individuals
and families.

(a) General. A person or family, who
is displaced from a dwelling who is eli-
gible for a payment for actual reason-
able moving expenses under § 42.65, may
elect to receive and shall be paid, in lieu
of such payment: (1) A moving expense
allowance not to exceed $300 and deter-
mined in accordance with approved Fed-
eral Highway Administration schedules
established by the State in which the dis-
placement occurred, and (2) a disloca-
tion allowance of $200.

(b) Limitations-joint occupants of
single-family dwellings. If individuals
(not a family) who are joint occupants
of a single-family dwelling submit more
than one claim, an eligible claimant for
a payment under paragraph (a) of this
section may be paid only his reasonable
prorated share (as determined by the
State agency) of the total payment ap-
plicable to a single individual, and the
total of alternate payments made to all
such claimants moving from such dwell-
ing shall not exceed the total fixed pay-
ment applicable to a single individual
§ 42.85 Alternate payments--usinesses

and farm operations.
(a) General. A displaced person who Is

displaced from his place of business or
farm operation and Is eligible for pay-
ments under § 42.65, § 42.70, or § 42.75
and complies with the requirements set
out in paragraph (b) of this section may
elect to receive and shall be paid, in lieu
of such payments, a payment equal to
the average annual net earnings of the
business or farm operabton as determined
in accordance with paragraph d) of this
section, except that such payment shall
be not less than $2,500 nor more than
$10,000. For purposes of this section,
the dollar limitation specified in the pre-
ceding sentence shall apply to a single
business, regardless of whether it Is car-
tied on under one or more legal entities.

(b) Requirements-businesses. In the
case of a business, no payment shall be
made under this section unless the State
agency determines that (1) the business
cannot be relocated without a substantial
loss of its existing patronage, based on
a consideration of all pertinent circum-
stances including such factors as the
type of business conducted, the nature
of the clientele, and the relative impor-
tance to the displaced business of Its
present and proposed location; (2) the
business is not -part of a commercial
enterprise having another establishment

which is not being acquired for . project
and which is engaged in the same or simn-
liar business; and (3) the business con-
tributes materially to the income of the
displaced owner.

(c) Determination of number of "br-si
nesses." In determining whether one or
more legal entities constitute a single
business, the following factors, among
others, shall be considered:

(1) The extent to which the same
premises and equipment are shared;

(2) The extent to which substantially
Identical or intimately interrelated bust-
ness functions are pursued and business
and financial affairs are commingled;

(3) The extent to which such entities
are held out to the public, and to those
customarily dealing with such entltes
asonebusines; and

(4) The extent to which the same per-
son or closely related persons own, con-
trol or manage the affairs of the en-
titles.

d) Determination of "arerage annual
net earnings." "Average annual net earn-
ings" for the purpose of this section
shall be computed on the basis of the
net earnings of the business or farm op-
eration, before Federa] State, and local
income taxes, during the 2 taxable years
Immediately preceding displacement (or
If the business or farm was not in opera-
tion that long, such other period as may
be approved by the State agency), and
includes salaries, wages, or other com-
pensation paid by the business or farm
operation to the owner, his spouse or his
dependents. If the State agency deter-
mines that such 2-year period is not
equitable for establishing earnings, the
period used for determining average an-
nual net earnings shall be a substitute
period determined by the State agency
to be representative.

(e) Determnation of ownership. The
term "owner" as used in this section n-
cludes the sble proprietor in a sole pro-
prietorship, the principal partners in a
partnership, and the principal stock-
holders of a corporation, as determined
by the State agency. For purposes of
determining a principal stockholder
stock held by a husband, his wife and
their dependent children shall be treated
as one unit.

) Documentation in support of a
claim. A claim for payment under para-
graph (a) of this section rhall be sup-
ported by such reasonable evidence of
earnings as may be approved by HUD.
If no other evidence is available, such
claim shall be supported by copies of
Federal income tax returns.
§ 42.90 Replacement housing payments

for homeowners.
(a) General A State agency shall

make to a displdced person who is dis-
placed from a dwelling and who satisfies
the pertinent eligibility requirements of
§ 42.55 and the conditions of paragraph
(b) of this section, a payment not to ex-
ceed a combined total of $15,000 for:

(1) The amount, If any, which whea
added to the acquisition cost of the
dwelling acquired for the project equals
the reasonable cost (as determined in

accordance with paragph (c) (1) of
this czation) of a comparable rezlacz-
met dwelling: Provided, That srin!'

omount cbal no+ exceed the differenza
between the acquisition price of the ac-
quired dwelUng and the actu uhase
price of the replacement dveling.

(2) The amount, If any. to campen-
sate the displaced person for any in-
creased interest cozts, as determined in
accordance with paragraph (c) (2) of
this section, which such displaced per-
son is required to pay for financing the
acquistlon of a replacement dwzeing :
Prodded, That no such paymesnt shall
be made tnles the dwelling acquired L-
the State agency was encumbered by a
bona fide mortg,-e which was a valUi
lien on such dwelling for not less thc
180 days prior to the initiation of na:-
tiatlons for acquisition of such dwelin_7

(3) Rea sonable expenses, determinaef
in accordance with paragraph Cc) (3) cf
this section, incurred by the dis-lawed
person incident to the purchase of tha
replacement dwelling, but -not inclu-
Ing prepaid expenses.

(b) Mligibilty condit.ons. (1) A dis-
placed person is eligible for the pay-
mentsT specified in paragraph (a) of this
section If such displaced person: (W is
displaced from a dwelling acquired for P
proJect, or demolished (in accordance
with local code) in connmection with a
project; (CI) has actually owned and
occupied such dwelling for not less than.
180 days prior to the initiation of nega-
tiations for its acquisition; (ii pur-
chases and occupies a replacement dwell-
ing which Is decent, safe, and sanitary
within I year subsequent to the date or.
which he received final payment from.
the State agency of all costs of the ac-
quired dwelling or the date on which ha
moves from the acquired dweling, -which-
ever is later.

(2) For the purpose of this paragraph
(b), a p emon has "owned"* a. dwelling if
he W held fee title, a life estate, a 22-
year lease, or a Iease with not less than
50 years to run from date of acquisition
of the property for the project, (I) he l.
an interest in a cooperative housing
project which includes the rights of oc-
cupancy of a dwelling unit therein, CI
is the contract purchaser of any of the
foresoing e tates or interests, or (v) has
a leasehold interest with an option ta
purchase.

(3) In the case of demolition in con-
nection with a project the term 'Intia-
tion of negotations- shall mean, for the
purposes of this paragraph (b), the date
such person vacates the dwelling.

(4) The term 'Purchases", for the
purpose of this paragraph (b). includ s
the acquisition, construction or rehabili-
tation of a dwe1ling, the purchae and
rehabilitation of a substandard dweIling,
the relocation or relocation and reh-bilt-
tation of an existing dwelling, or the en-
tering into a contract to purchase, or for
the construction of, a dwelling to be con-
structed on a site to be provided by a
builder or developer or on a site rhich.
the displaced person orns or acquires for
such purpose. Where completion of con-
struction, rehabilitation, or relocation of
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a replacement dwelling is delayed, for
reasons beyond control of the displaced
person, beyond the date by which oc-
cupancy is required under this paragraph
(b), the State agency may determine the
date of occupancy to be the date the dis-
placed person enters Into a contract for
such construction, rehabilitation, or re-
location or for the purchase, upon com-
pletion, of a dwelling to be constructed
or rehabilitated if, in fact, the displaced
person occupies the replacement dwelling
when the construction or rehabilitation
is completed.

(5) Where, for reasons of hardshilD
and beyond the control of the displaced
person, such person is unable to occupy
the replacement dwelling by the date by
which occupancy is required under this
paragraph (b), the State agency may
determine the date of occupa4cy to be
the date on which the displaced person
became entitled to possession of such
dwelling: Provided, That the displaced
person occupies the replacement dwelling
within such reasonable period of time as
shall be determined by HUD:

(c) Computation o1 replacement hous-
ing payment-(1) Cost of comparable
replacement dwelling. The cost of a com-
parable replacement dwelling for pur-
poses of paragraph (a) (1) of this sec-
tion, shall be determined by one of the
following methods:

(I) Schedule method. In accordance
with a schedule as specified in § 42.160,
which establishes the reasonable acquisi-
tion cost for comparable replacement
dwellings;

hi) Comparative method. On a case-
by-case basis by determining the sales
price (together with any adjustments
necessary to reflect the market sale ex-
perience) of one or more dwellings which
have been selected, by the State agency
or by the displaced person with the ap-
proval -of the State agency, and which
are most representative of the acquired
dwelling unit and meet the definition of
"comparable replacement housing" set
out in § 42.20(b): Providea, That this
method shall be used solely at the option
of the displaced person; or

(ii) Alternative to schedule or com-
parative method. Where the State agency
determines that neither the schedule or
the comparative method is feasible in a
given situation, by the use of such other
method as may be approved by H=D.

(2) Interest payments. Interest pay-
ments shall be equal to the difference
between (1) the aggregate interest and
other debt service costs of the amount
of the principal of the mortgage on the
replacement dwelling, limited to the un-
paid balance of the mortgage on the ac-
quired dwelling over its remaining term
at the time of acquisition, and reduced to
discounted present value, and (Ii) the
aggregate interest and other debt service
costs paid on the mortgage on the ac-
quired dwelling. In making such compu-
tation, the aggregate interest and other
debt service costs with respect to the
replacement dwelling shall not exceed
the prevailing interest rate currently
charged by the mortgage lending insti-
tutions in the general area in which the
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replacement dwelling is located. The dis-
count rate for computing the present
worth of future payments of increased
interest shall be computed at the prevail-
ing interest rate paid on savings deposits
by commercial banks n the general area
in which the replacement dwelling is
located. (An example of computation of
payment for increased interest cost is set
forth below as Appendix A to this part.)

(3) Expenses incident to the purchase
of the replacement dwelling. Such pay-
ments shall be the amount necessary to
reimburse the displaced person for actual
costs incurred by him incident to the pur-
chase of the replacement dwelling,
including:

(I) Legal, closing, and related costs in-
cluding title search, preparing convey-
ance contracts, notary fees, surveys,
preparing drawings or plats, and charges
paid incident to recordation.

(ii) Lender, FHA or VA appraisal.
(iII) FHA or VA application fee.
.(iv) Certification of structural sound-

ness.
(v) Credit report.
(vi) Owner's and mortgagee's evi-

dence or assurance of title.
(vii) Escrow agent's fee.
(viii) Sales or transfer taxes.

No reimbursement shall be made for any
fee, cost, charge, or expense which is
determined to be a part of the debt serv-
ice or finance charge under title I of the
Truth in Lending Act (Public Law 90-
321), and Regulation Z issued pursuant
thereto by the Board of Governors of the
Federal Reserve System.

(d) Limitation - joint owner-occu-
pants of single-family dwellings. The
total amount of payment under this sec-
tion to individuals who were joint owner-
occupants of a single-family dwelling
acquired as a result of the project shall
be subject to the limitation of § 42.80(b).
§ 42.95 Replacement housing payments

for tenants and certain others.
(a) General. A State agency shall

make to a displaced person who satisfies
the eligibility requirements of § 42.55 and
the conditions of paragraph (b) of this
section, a payment not.to exceed $4,000
for either:

(1) An amount, computed in accord-
ance with paragraph (c) (1) of this sec-
tion, necessary to enable such displaced
person to lease or rent a comparable re:
placement dwelling for a period not to
exceed4 years; or

(2) An amount, computed in accord-
ance with paragraph (c) (2) of this sec-
tion, necessary to enable such displaced
persons to make a downpayment (in-
cluding incidental expenses described in
§ 42.90 (a) (3)) on the purchase of a com-
parable dwelling: Provided, That if such
amount exceeds $2,000, such displaced
person shall equally match any such
amount in excess of $2,000 in making the
downpayment.

(b) Eligibility conditions. A displaced
person is eligible for the payments speci-
fled in paragraph (a) of this section if
such displaced person:

(1) Has actually and lawfully occu-
pied the dwelling from which he is dis-

placed for a period of not less than 00
days prior to the initiation of negotia-
tions for acquisition of such dwelling;
and

(2) Is not eligible to receive a replace-
ment housing payment for homeowners
under § 42.90; and

(3) Where such displaced person was
the owner of the dwelling, such dwelling
is acquired for a project, or demolished
(in accordance with local code) in con-
nection with a project: Provided, That
an owner displaced as a result of code
enforcement (other than by demolition)
or voluntary rehabilitation shall be en-
titled to a payment specified under para-
graph (a) (1) of this section necessary
to enable him to lease or rent a compa-
rable dwelling for period of 3 months, or
such longer period as Is reasonably nec-
essary to accomplish the code enforce-
ment or rehabilitation, and the
computation set out in paragraph (a) (1)
of this section shall be adjusted
accordingly.
In the case of code enforcement, volun-
tary rehabilitation, improvement of pri-
vate property or demolition in connection
with a project, the term "initiation of
negotiations", for the purposes of this
paragraph (b), shall mean the date such
displaced person vacates the dwelling.

(c) Computation of payments-(1)
Rentals. The amount of payment neces-
sary to lease or rent a comparable re-
placement dwelling, as specified under
paragraph (a) (1) of this section, shall
be computed by subtracting 48 times the
base monthly rental of the displaced per-
son (as determined In accordance with
subdivision (1) of this subparagraph
(1)), from 48 times the comparable
monthly rental for a replac6ment dwell-
ing (as determined In accordance with
subdivision (ii) of this subparagraph
(1)).

(I) Base monthly rental. The base
monthly rental shall be the average
person for the 3-month period prior to
Initiation of negotiations: Provided, That
the base monthly rental shall be the
average monthly rental during such 3-
month period for similar dwellings In an
area not generally less desirable than
that of the dwelling from which such per-
son was displaced (hereinafter referred
to as the economic rent) where (a) the
average monthly rental paid by the dis-
placed person is found by the State
agency to be substantially higher or lower
than the economic rent, (b) the displaced
person was the owner of the dwelling
from which he was displaced: And pro-
vided further, That where necessary to
satisfy the definition under § 42.20(b)
(6) of comparable replacement housing
as being within the financial means of
the displaced person, the amount of such
base monthly rental shall not exceed
25 percent of such person's monthly
income.

(ii) Comparable monthly rentalo The
comparable monthly rental shall be the
amount of rental determined by the
State agency under one of the following
methods:

(a) Schedule method. In accordance
with a schedule, as specified in § 42.160,

FEDERAL REGISTER, VOL. 36, NO. 246-WEDNESDAY, DECEMBER 22, 1971



RULES AND REGULATIONS

which establishes the average monthly
rentals for comparable replacement
housing;

(b) Comparative method. On a case
by case basis by determining the average
month's rent for one or more dwellings
which have been selected by the State
agency or by the displaced person with
the approval of the State agency, and
which are most representative of the
acquired dwelling and meet the defini-
tion of "comparable replacement hous-
ing" set out in § 42.20(b): Provided,
That this method shall be used solely
at the option of the displaced person; or

(a) Alternative to schedule or com-
parativie method. Where the State agency
determines that neither the schedule or
comparative method is feasible in a given
situation, by the use of such other
method as may be approved by HUD.

(2) Downpayment. The downpayment
for which a payment specified under
paragraph (a) (2) of this section may be
made, together with any matching share
which may be required, shall not exceed
(i the amount required as a downpay-
ment for the purchase of a comparable
dwelling if such purchase was financed
by a conventional loan, and (ii) expenses
incident to the purchase of a replace-
ment dwelling computed in accordance
with § 42.90(c) (3) : Provided, That if the
amount specified in subdivision (W of
this subparagraph (2) is less than the
amount required of the displaced person

' as a downpayment for the purchase of
a comparable dwelling financed by other
than a conventional loan, such amount
shall lie the amount which the Secre-
tary of Housing and Urban Development
determines to be necessary for such
downpayment. The full amount of a
downpayment under this section shall be
applied to the purchase price of the re-
placement dwelling and shall be shown
on the closing statement.

(d) Limitation on payments and dis-
bursement of payments--(l) Joint occu-
pants of single-family dwellings. The
total amount of payment under this sec-
tion to individuals who were joint occu-
pants of a single family dwelling ac-
quired for the project shall be subject to
the limitation of § 42.80(b).

(2) Rental replacement housing-(i)
Displaced owner-occupants. Where a dis-
placed person is not eligible for replace-
ment housing payment under § 42.90 be-
cause he elects to rent rather than pur-
chase a replacement dwelling, the
amount of payment under paragraph
(c) (1) of this section shall not exceed the
amount of payment for which such dis-
placed person would have been eligible
under § 42.90 if he had purchased a re-
placement dwelling.

(ii) Disbursement. Payments in excess
of $500 shall be made annually in four
equal installments: Provided, That prior
to paying each such installment, the
State agency shall verify that the dis-
placed person (so long ds he remains in
the general locality) is occupying decent,
safe, and sanitary housing.

Subpart C-Relocation Assistance
Advisory Program and Assurance of
Adequate Replacement Housing

§ 42.100 Purpose.
The purpose of this subpart is to set

forth requirements with respect to the
development and implementation of a re-
location assistance advisory program for
the provision of specified services, and to
prescribe the obligation of the State
agency not to displace, or cause the dis-
placement of, any person from his dwell-
ing without adequate notice and unless
adequate replacement housing is avail-
able.
§ 42.105 Relocation assistance advisory

progranm.
State agencies shall develop and im-

plement a relocation assistance advisory
program which satisfies the require-
ments of § 42.115 and of title VI of the
Civil Rights Act of 1964 and title V3I
of the Civil Rights Act of 1968. Such pro-
gram shall be administered so as to pro-
vide advisory services which offer maxi-
mum assistance, to minimize the hard-
ship of displacement, and to assure that
(a) all persons displaced from their
dwellings are relocated into housing
meeting the criteria described in § 42.120,
and (b) all persons displaced from their
places of business or farm operations are
assisted in -reestablishing with a min-
imum of delay and loss of earnings.
§ 42.110 Eligibility for services.

Relocation assistance advisory serv-
ibes shall be available to:

(a) Any person who occupies prop-
erty from which he will be displaced for
a project or whose pdrsonal property will
be so displaced;

(b) Any person who occupies prop-
erty immediately adjacent to the project
and who is determined by the State
agency to be caused substantial eco-
nornic injury or substantial injury or
threat to his health or personal safety
because of the project; and

(c) Any person who moves from real
property or moves his personal prop-
erty from real property, because he Is
displaced from other real property on
which he conducts a business or farm
operation.
For purposes of § 42.115, any person or
persons described In paragraphs (a)
through (c) of this section shall be an
"eligible person."

§ 42.115 Minimum requirements of re-
location assistance advisory program.

Each relocation assistance advisory
program undertaken pursuant to § 42.105
shall include, at a minimum, such meas-
ures, facilities, or services as may be
necessary or appropriate In order to:

(a) Fully inform eligible persons
under this subpart at the earliest
possible date as to the availability of
relocation payments and assistance and
the eligibility requirements therefor, as
well as the procedures for obtaining such
payments and assistance;

(b) Through direct personal inter-
view, determine the extent of the need
of eachsuch eligible person for relocation
assistance;

(c) Provide current and continuing
information on the availability, prices
and rentals of comparable sales and
rental housing, and of comparable com-
mercial properties and locations;

(cd) Assure that, within a reasonable
period of time prior to displacement,
there will be available adequate replace-
ment housing meeting the criteria de-
scribed in § 42.120 equal in number to
the number of, and available to, such
eligible persons who will be displaced;

(e) Assist any such eligible person dis-
placed from his business or farm opera-
tion In obtaining and becoming estab-
lished In a suitable replacement loca-
tion;

Wl Supply to such eligible persons
information concerning Federal and
State housing programs, disaster loan
and other programs administered by the
Small Business Administration, and
other Federal or State programs offering
assistance to displaced persons;

(g) Provide other advisory services
to such eligible persons, such as coun-
selling and referrals with regard to hous-
ing financing, employment, training,
health, welfare, and other assistance, in
order to minimize hardships to such
persons;

(h) Assist each such eligible person
n completing any required applications
and forms;

Ut) Inform all persons who are ex-
pected to be displaced by acquisition as
to the eviction policies to be pursued
in carrying out the project;

CQ) Insure adequate inspection of all
relocation housing resources utilized by
displaced persons prior to and sub-
sequent to occupancy by such persons;
and

(k) Provide any services required to
insure that the relocation process does
not result in different or separate treat-
ment on account of race, color, religion,
or national origin.
§ 42.120 Requirement of adequate re-

placement housing prior to displace-
ment.

(a) Availability. No person shall be
required to move from his dwelling on
account of a project unless within a
reasonable period of time prior to dis-
placement there are available to such
person replacement dwellings which
are:

(1) Decent, safe, and sanitaryZ
(2) Demonstrated to be open to all

persons regardless of race, color, religion,
sex, or national origin in a manner con-
sistent with title VflI of the Civil Rights
Act of 1968, and available without dis-
crimination based on source of income;

(3) In an area not subjected to unrea-
sonable adverse environmental condi-
tions from either natural or manmade
sources, and n an area not generally less
desirable nor less accessible with regard
to public utilities and services, schools,
churches, recreation, transportation and
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other public and commercial facilities;
and

(4) Reasonably accessible to the dis-
placed person's place of employment or
potential employment;

(5) Adequate in size, facilities, and
amenities to accommodate the needs of
the displaced person and his family; and

(6) Available on the market at a rental
or price within the financial means of
the displaced person, but not exceeding
a rental equal to 25 percent of his income
or a purchase price of 2 to 2/2 times his
annual income.

(b) Reasonable offers of replacement
housing. The requirement in paragraph
(a) of this section shall be deemed to
have been satisfied if a person is offered
and refuses without justification reason-
able choices of specifically identified re-
placement dwellings which fully meet the
criteria listed in paragraph (a) of this
section.
(c) Use of temporary housing-Cl)

General. Subject to the prior approval of
HUD, a person to be displaced from a
dwelling for a project may be provided
temporary housing (i) in cases of emer-
gency or where such person is subject to
economic hardship or conditions hazard-
ous to his health or safety, or (i) in ex-
traordinary situations where in the ab-
sence of such temporary move, the
progress of the project would be substan-
tially delayed: Provided, That the fol-
lowing conditions are satisfied:

(a) Such temporary housing is decent,
safe, and sanitary and within the finan-
cial means of such person;

(b) The State agency has determined
that within 12 months of the date of the
temporary move or such longer period
as HUD may approve, replacement hous-
ing meeting the criteria specified in para-
graph (a) of this section will be available
for occupancy bysuch person;

(c) Prior to the temporary move, such
person will be given a written assurance
that (1) replacement housing meeting
the criteria specified in paragraph (a)
of this section will be available at the
earliest possible time, but in any event
not later than the date provided under
(b) of this subdivision; (2) to the extent
practicable, such replacement housing
will be made available to such'person
on a priority basis; and (3) such person
may, notwithstanding the provisions of
paragraph (b) of this section, and with-
out prejudicing any rights under para-
graph (a) of this section with respect to
available replacement housing, reject of-
fers of replacement housing in the ex-
pectation of the availability of replace-
ment housing by the time such person
would have ordinarily been displaced in
accordance with the construction or de-
velopment schedule of the project.

(2) Continuing obligations of State
agency. The State agency shall continue
to furnish to all persons provided tem-
porary housing under subparagraph (1)
of this paragraph all relocation assist-
ance provided for under this Subpart C.

(3) Preservation of eligibility. The el-
Igibility of any person for a payment
specified under any section of the regu-
lations in this part shall not be affected

by a move to, temporary housing under
subparagraph (1) of this paragraph.

(4) Payment of moving costs. Costs
in connection with moving a person to
such temporary housing shall be sub-
ject to the provisions of § 42.65(c) (2)
with respect to actual reasonable moving
expenses for temporary moves. Any per-
son provided temporary housing under
this section shall be entitled to actual
reasonable moving expenses for which
he is eligible under § 42.65 in connection
with moving into both temporary and
permanent housing: Provided, That such
person may elect to receive an alternate
payment under § 42.80 in lieu of actual
reasonable moving expenses with respect
to one of either of such moves.
(d) Notice. No person lawfully occupy-

ing real property shall be required to
move from a dwelling (assuming a re-
placement dwelling as required in para-
graph (a) of this section is available) or
to move his business or farm operation,
without at least 90 days' written notice
from the State agency acquiring the real
property or ordering its demolition: Pro-
vided, That a shorter period of notice
may be given when the State agency de-
termines, with HUD concurrence, that
a 90-day period is impracticable. In ad-
dition, State agencies shall simultane-
ously notify each individual tenant to be
displaced as well as each owner. Where
persons are expected to be displaced by
code enforcement, voluntary rehabilita-
tion or the improvement of private prop-
erties -as defined in § 42.55 (c) and (d),
the State agency shall take all reason-
able steps to urge and assure that owners
of real property give tenants to be dis-
placed at least 90 days' written notice
that the activities will take place or that
the premises must be vacated (except
where the continued occupancy of the
dwelling constitutes a substantial danger
to the health or safety of the occupants).
This policy shall be included by the State
agency in all notices served on property
owners requiring that code enforcement
work be done.
(e) Waiver. The requirement in para-

graph (a) of this section may be waived
only by the Secretary of Housing and
Urban Development under the followina
circumstances:

(1) When displacement is necessitated
by a major disaster as defined in section
102(1) of the "Disaster Relief Act of
1970" (84 Stat. 1745, Public Law 91-606);
or

(2) During periods of Presidentially
declared national emergencies; or

(3) Such other extraordinary or emer-
gency situations yvhere immediate pos-
session of real property is of crucial
importance.
§ 42.125 Coordination of relocation ac-

tivities.
State agencies shall contact other

Federal, State, and local governmental
agencies to determine the extent of pres-
ent and proposed governmental actions
in or affecting the locality (or localities)
which may affect the carrying out of
their relocation assistance program and
the availability of housing resources.

State agencies shall be required to istag-e
their project activities in a manner which
assures the availability of a sufficient
supply of adequate replacement housing
meeting the requirements of § 42.120(a).
Consideration shall be given to the re-
location needs of other programs being
carried out in a locality and the progress
of construction or rehabilitation of re-
placement dwellings or other relocation
accommodations. 0

Subpart D-Real Property Acquisition

§ 42.130 Purpose.
The purposes of this subpart is to et

forth the practices to be followed with
respect to acquisition of real property
for a project, and to provide for payments
to property owners for expenses Inci-
dental to transfer of title and, in limited
situations, payments for litigation
expenses.
§ 42.135 Real property ncqui ition praw-

lices.

(a) General. In order to carry out the
purpose of the regulations in this part,
as set out in § 42.10(b) with respect to
the acquisition of real property, the State
agency shall, to the greatest extent prac-
ticable under State law, be guided by
the following policies in acquiring real
property for any project:

(1) The State agency shall make every
reasonable effort to acquire such real
property expeditiously by negotiation;

(2) Real property shall be appraised
before the initiation of negotiations, and
the owner or his designated representa-
tive shall be given an opportunity, by
reasonable advance notice in writing or
otherwise, to accompany the appraiser
during his inspection of the property;

(3) Before the initiation of negotla-
tions for the acquisition of such real
property, the State agency shall establish
an amount it believes to be Just compen-
sation therefor. Such amount shall be
the State agency's review appralser's de-
termination of the fair market value of
the property, or if HUD concurrence is
required for the property involved, the
fair market value of the property con-
curred in by HUD. Any decrease or in-
crease in the fair market value of the
real property prior to the date of valua-
tion caused by the project for which
such property is acquired, or by the like-
lihood that the property would be ac-
quired for such project, other than that
due to physical deterioration within the
reasonable control of the owner, shall be
disregarded in the appraisals and in de-
termining the compensation for the
property. Promptly after the amount of
just compensation is established in ac-
cordance with this paragraph, the State
agency shall offer to acquire the prop-
erty for the full amount so established,
and shall provide the owner with a writ-
ten statement of, and summary of the
basis for, such amount. This summary
shall include, as a minimum, identifica-
tion of the real property and the estate
or interest therein to be acquired, includ-
ing the buildings, structures, and other
improvements located upon the real
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property, as well as the fixtures consid-
ered to be a part of the real property.
If only a portion of the real property
is to be acquired, a separate statement
shall be made of the estimated just
compensation for such portion to be ac-
quired and, where appropriate, of dam-
ages or benefits to the remaining real
property. The date of valuation ordi-
narily will be the date of the appraisal
review. If there is a significant delay
between the date of valuation and the
date of acquisition, the appraisal shall
be updated or a new appraisal obtained
to reflect the value as of such later date;

(4) No owner shall be required to sur-
render possession of real property before
the State agency pays the agreed pur-
chase price, or deposits with the court
in which the State agency has instituted
a condemnation proceeding for such
property, for the benefit of the owner,
an amount not less than the fair market
value of such property, determined in
accordance with subparagraph (3) of
this paragraph, or the amount of the
award of compensation in the condemna-
tion proceeding for such property;

(5) Construction or development of a
project shall be so scheduled that no per-
son lawfully occupying real property
shall be required to move from a dwelling
(assuming a replacement dwelling as re-
quired by & 42.120(a) will be available)
or to move his business or farm opera-
tion, without at least 90 days' written no-
tice from the State agency of the date by
which such move is required: Provided,
That shorter notice may be given where
IUD determines that such 90-day notice

is impracticable;
(6) If the State agency permits an

owner or tenant to occupy the acquired
real property on a rental basis for a short
term or for a period subject to termina-
tion by the State agency on short nd-
tice, the amount of rent required shall
not exceed the fair rental value of the
property to a short-term occupier, or 25
percent of the income of such owner or
tenant, whichever is less;

(7) In no event shall the State agency
either advance the time of condemnation,
or defer negotiations or condemnation
and the deposit of funds in court for the
use of the owner, or take any other ac-
tion which is coercive or misleading in
nature (including the offer pf payments
under the regulations in this part) in
order to compel or induce an agreement
on the price to be paid for the property.

(8) If any interest in real property is
,to be acquired by exercise of the power
of eminent domain, the State agency
shall institute formal condemnation pro-
ceedings. No State agency shall inten-
tionally make it necessary for an owner
to institute legal proceedings to prove
the fact of the taking of his real
property;

(9) If the acquisition of any part of a
real property would leave its owner with
an uneconomic remnant, the State
agency shall offer to acquire the entire
property; and

(10) In any case in which a notice is
served by the State agency of its inten-

tion to acquire real property, initiation
of negotiations shall occur within 90 days
of the service of such notice of intention.

(b) Real property acquisition prac-
tices (buildings, structures, and improve-
ments). In acquiring real property for
any project, a State agency shall, to the
greatest extent practicable under State
law, be guided by the following policies:

(1) If the State agency acquires any
interest in real property, it shall acquire
at least an equal interest in all buildings.
structures, or other improvements lo-
cated thereon and which It requires to
be removed from the real property or
which it determines will be adversely af-
fected by the use to which the real
property will be put;

(2) For the purpose of determining
just compensation to be paid for any
building, structure, or other improve-
ment required by subparagraph (1) of
this paragraph to be acquired, such
building, structure, or other improvement
shall be deemed to be a part of the real
property to be acquired notwithstanding
the right or obligation of a tenant, as
against the owner of any other interest
in the real property, to remove such
building, structure, or other improvement
at the expiration of his term, and the
State agency shall pay to the tenant as
compensation for such building, struc-
ture, or other improvement, the greater
of:

(i) The amount which the building,
structure, or other improvement contrib-
utes to the fair market value of the real
property to be acquired, or

(ii) The fair market value of the
building, structure, or other Improvement
for removal from the real property;

(3) Payment under subparagraph (2)
of this paragraph shall not result in di-
pliation of any payments otherwise au-
thorized by law. No such payment shall
be made unless the owner of the real
property involved disclaims all interest
in the improvements of the tenant. In
consideration for such payment, the
tenant shall assign, transfer, and release
to the State agency all his right, title, and
interest in and to such improvements.
Nothing in paragraph (b) (2) or (3) of
this section shall deprive the tenant of
any right to reject payment thereunder
and to obtain payment of Just compen-
sation for his property interests as
otherwise defined and provided for by
applicable law.
§ 42.140 Paymnents-expenses incidental

to transfer of title.
(a) General. The State agency, as

soon as practicable after the date of
payment of the purchase price or the
date of deposit in court of funds to satis-
fy the award of compensation in a con-
demnation proceeding to acquire real
property, whichever is earlier, shall re-
imburse the owner, to the extent the
State agency deems fair and reasonable,
for expenses such owner necessarily in-
curred for:

(1) Recording fees, transfer taxes, and
similar expenses incidental to conveying
such real property to the State agency;

(2) Penalty costs for prepayment of
any preexisting recorded mortgage en-
tered into in good faith encumbering
such real property; and

(3) The pro rata portion of real prop-
erty taxes paid which are allocable to a
period subsequent to the date of vesting
of title in the State agency, or the effec-
tive date of possession of such real prop-
erty by the State agency, whichever is
earlier.

(b) Documentation. in support of a
claim. If real property Is acquired by
condemnation, a claim for payment un-
der paragraph (a) of this section shall
be submitted to the State agency and
supported by such documentation as may
be required by the State agency. If the
real property is acquired by purchase,
payment shall be made at settlement of
the acquisition and accounted for in the
settlement statement, on the basis of such
documentation as may be required by the
State agency.

() Time for filing claims. Each such
claim shall be submitted to the State
agency within a period of 6 months after
the acquisition of the property, the pub-
lication of the regulations in this part,
or the filing of assurances in accordance
with § 42.30, whichever is later.
§ 42.145 Payments--litigation expenses.

(a) General. The State agency shall
reimburse the owner of any real property
for the owner's reasonable costs, dis-
bursements, and expenses of litigation,
including attorney, appraisal, and engi-
neering fees, actually incurred because
of condemnation proceedings, if:

(1) In a condemnation proceeding in-
stituted by the State agency to acquire
such real property for a project, the final
judgment of the court having jurisdiction
over such proceeding is that the State
agency cannot acquire the real property
by condemnation; or

(2) Such proceeding Is abandoned by
the State agency other than pursuant to
an agreed-upon settlement of the pro-
posed acquisition of the property by
direct purchase; or

(3) A court of competent jurisdiction
renders a Judgment in favor of the owner
as plaintiff in an inverse condemnation
proceeding or the State agency effects a
settlement of such proceeding.

(b) Limitations. No payment under
paragraph (a) of this section shall be
made unless HtUD is satisfied that the
costs involved are reasonable and di-
rectly and necesarily related to such
condemnation proceedings.

(c) Documentation in support of a
claim. A claim for a payment under para-
graph (a) of this section shall be sub-
mitted to the State agency and supported
by such documentation as may be re-
quired by the State agency and HUD.

(d) Time for filing claims. Each claim
shall be submitted to the State agency
within a period of 6 months after (1)
final Judgment in accordance with para-
graph (a) (1) or (3) of this section, or
the abandonment of a condemnation pro-
ceeding by a State agency, whichever
is applicable; (2) the issuance of the
regulations in this part; or (3) the filing
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of assurances In accordance with § 42.30,
whichever is later.
§ 42.150 Effect upon property acqui-

sition.
(a) The provisions of this Subpart D

create no rights or liabilities and shall
not affect the validity of any property
acquisitions by purchase or condemna-
tion.

(b) Nothing in these regulations shall
be construed as creating in any condem-
nation proceedings brought under the
power of eminent domain any element of
value or of damage not in existence im-
mediately prior to January 2, 1971, the
date of enactment of the Uniform Relo-
cation Assistance and Real Property Ac-
quisition Policies Act of 1970.

Subpart E-Administration
§ 42.155 Purpose.

The purpose of this subpart is to set
forth the provisions relating to the over-
all administration of the regulations in
this part.
§ 42.160 Schedules of comparable re-

placement dwellings..
The State agency shall submit for HU)

approval a schedule of the average price
of comparable replacement dwellings in
a locality, for determining the amount of
replacement housing payments under
§§ 42.90(a) (1) and (c) (1) and 42.95
(a) (2) and (c) (2) and a separate sched-
ule of average monthly rentals for com-
parable replacement dwellings in the lo-
cality for determining payments under
§ 42.95(a) (1) and (c) (1). The schedules
shall be consistent with the regulations in
Subpart C of this part, shall be kept cur-
rent and shall, to the maximum extent
possible, reflect the costs set forth in
schedules used by other State agencies in
the locality, and shall be available in
written form to all persons in the office
of the State agency. If there is an in-
sufficient supply of comparable replace-
ment housing meeting the definition of
§ 42.20 (b) with respect to age or state of-
repair, pew, rehabilitated, or more -re-
cently constructed housing, including as-
sisted housing, shall be used in develop-
Ing the schedules.
§ 42.165 Notice to persons in project

area.
The State agency shall furnish, at the

earliest possible date, to all persons who
own or occupy property within a project
area (or the area of the federally assisted
activities) and who are anticipated to
be displaced, a notice or nformition
statement advising them of (a) the avail-
ability of payments under these regula-
tions to eligible persons, (b) the office
where the conditions under which such
payments will be made are available for
inspection, and (C) the earliest date on
which such persons may move and still
qualify as a displaced person. The State
agency shall take reasonable steps to
publicize this information in language(s)
and in a fashion most likely to be un-
derstood by the persons to be affected,
such as by using the local media, posters
in public places, and other forms of
public communication.

§ 42.170 Review of claims.
The State agency is initially responsi-

ble for determining the. eligibility of a
claim for, and the amount of, any pay-
ment under the regulations in this part
and shall maintain in its files complete
and proper documentation supporting
the determination. The determination on
each claim shall be made or approved
either by the governing body of the
agency or by the principal executive offi-
cer of the agency or his duly authorized
designee.
§ 42.175 Prompt payment.

A payment shall be made by the State
agency as promptly as possible after a
person's eligibility has been determined
in accordance with the regulations in
this part. Advance payments may be
made in hardship cases where the State
agency determines such advances to be
appropriate under the regulations in this
part.
§ 42.180 Agency setoff against claim.

The State agency may set off against
the claim of an otherwise eligible person
any financial claim the agency may have
against the person arising out of the
use of the real property, subject to the
qualification set forth below. Before tak-
ing any setoff action, the State agency
shall notify the displaced person of its
intention to setoff the claim and shall
advise the person that he may within
30 days file a statement denying or dis-
puting the claim. If such statement is
filed by the person, the State agency may
tentatively set off the claim if it insti-
tutes within 30 days and diligently prose-'
cutes a judicial action to obtain a
judgment for the claim. Once the State
agency obtains a judgment for the claim,
the setoff will be deemed final. If Judicial
proceedings are instituted and the State
agency is denied a judgment or if the
State agency does not institute and pros-
ecute proceedings as set forth above, the
State agency shall pay the full amount of
the relocation claim if otherwise eligible.
§ 42.185 Approval by HUD.

No claim for a payment (other than a
replacement housing payment) in ex-
cess of $10,000 shall be paid without the
prior concurrence of HUD.
§ 42.190 Appeals procedure-riev-

ances.
Any person aggrieved by a deter-

mination as to eligibility for, or the
amount of, a payment under the regula-
tions in this part may have his claim
reviewed or reconsidered by the head of
the State agency or his authorized des-
Ignee, in accordance with such proce-
dures as the State agency shall have
established for such review or reconsid-
eration. Where such person is not satis-
fied by such review or .redetermination,
he Is entitled to redetermination of his
claim by HUD. Any person or class of
persons may similarly seek review and
revision of any schedules with respect to
payments under the regulations in this
part.

§ 42.195 Accounts and records.
Accounts and records shall be subject

to inspection or audit at all reasonable
times by HUD. Records pertaining to
eligibility for payments, including all
claims, receipted bills, or other docu-
mentation In support of a claim, and ree-
ords pertaining to action on a claim, shall
be retained by the State agency for not
less than 3 years after the completion
of the project. Timely and complete re-
ports shall be submitted In accordance
with HUD requirements.
§ 42.200 Payments not to be conidercd

as income.

No payment received under these regu-
lations by a displaced person vhall be
considered as income for the purpoes of
the Internal Revenue Code of 1954; or for
the purposes of determining the eligibil-
ity or the extent of eligibility of any
person for assistance under the Social
Security Act or any other Federal law.
§ 42.205 Displacement in conneron

with more than one project.
No person shall be entitled to more

than one payment under each of
§§ 42.65-42.95 and §§ 42.140 and 42.145
on account of a single displacement or
a single acquisition, notwithstanding
that the displacement or acquisition Is in
connection with more than one Federal
or federally assisted project.
§ 42.210 Poliie and requirements of

HUD.
All determinations or other actions

by the State agency provided for under
the regulations n this part shall be
undertaken in accordance with the
policies and requirements of HUD as
issued from time to time.

§ 42.215 Waivers.

A waiver of any section of thqze regu-
lations not required by law, may be au-
thorized only with respect to a particu-
lar claim and by the Secretary of Hous-
ing and Urban Development or his1
his authorized designee after such clim
has been reviewed by HUD: Provided,
That the limitations provided in § 42.0
with respect to the time of filing of
claims may be waived by the State
agency for good cause with HUD
concurrence.
AppnsD=x A-EXArxrLn OV COLMUTATI01 O

PAYM=vNT 27on irceflAsEmD ZnvnnnD Co
UhNDnn § 42.90(c) (2) 1

Dwm.La TO Dn AcOUMar

Acquisition price -------------- 012, 000.0 0
Existing mortgage:

Interest rato (percent) -------- 6
Remaining term (years) ------ 10
Remaining principal balance.. 07, 2t46, 93

monthly principal and intorest
payment -------------------- Ou1. 02

Owner's equity ---------------- 4, 701.07
,The example of computation of payment

for Increased interczt cost set out above ap-
pears on pao 10 of H. Ropt, 11o. 01-1050,
gist Cong., second =ion (Ropor of the
Committee on Pubilo Works, Houso of Repro,
sentatives accompanying S.1, the propoed
Uniform Relocation Assistanco and Real
Property Acquisition Policies Act of 1970).
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AVAXSABLE cOWARASLE DECET, SAM AND
SAITARAY DWVMLING

Price -----------..------ $15, 000.00
Prevailing interest rate (per-
- cent) 8
Supplemental jyment for re-

placement housing cost differ-
ential------- ...... $3,000.00

Payment fr-increased nterest
cost ---------- - -- $700.00

COM5PUTATION~ OF FATYIE5T 05 INCREASED
IInETCOST

Monthly principal and interest
cost for new mortg-age of
$7,295.93-for 10 years at 8 per-
cent Interest ------------ $8.57

Monthly principal and Interest
cost for existing mortgage of
$7,295.93-for 10 years at 6
percent interest ------------- $81.02

Monthly interest difference.... $7.55
Present worth of $7.55 monthly

interest difference for 10 years,
discounted at the assumed in-
terest rate paid on savings de-
posits, at 5 percent ----------- $700.00

Increased interest cost payment
due property owner-....----- $700.00

PART 81-REGULATIONS GOVERN-
ING OPERATIONS OF THE FED-
ERAL NATIONAL MORTGAGE AS-
SOCIATION

Sec.
81,1 Scope of part.
81.2 Common stock.
81.3 Dividends. ([eserved]
81.4 Debt to capital ratio.
81.5 Issuance of obligations.
81.8 Housing for low and moderate income

families. [Reserved]
81.7 Audi .
81.8 Reports.

Avm-=osrr: The provisions of this Part 81
Issued under secs. 803(c), 304(b), 309(h),
311,12 U.S.C. 1718(c), 1719(b), 1723a(h),
1723c.

§ 81.1 Scope of part,
This part is established for the codi-

fication of regulations governing the op-
erations of the Federal National Mort-
gage Association (hereafter in this part
called the corporation) issued and to be
issued from time to time by the Secretary
of Housing and Urban Development, as
authorized by the Federal National Mort-
gage Association Charter Act (hereafter
in this part called the Charter Act).
§ 81.2 Common stock.

(a) The corporation is authorized to
issue shares of its common stock to each
seller or borrower who makes capital
contributions authorized by section
303(b) of the Charter Act. The corpora-
tion is further authorized to issue and
sell additional shares of its common
stock to the servicers of its mortgages, in
consideration for payments by such
Zervicers into the corporation's capital
or capital and surplus for each share of
an amount equal to the then current
issue price of the common stock au-
thorized to be issued by the first sen-
tence hereof; but no such stock shall be
issued to any servicer at any time in
excess of its reasonably foreseeable need
at such time in connection with the
amount of stock required to be held pur-

suant to section 303(c) of the Charter
Act. The authorizations of this para-
graph are granted on the condition that
the Secretary of Housing and Urban
Development be given written notice at
least 15 days in advance of any change
by the corporation In the Issue price of
its stock Issued pursuant to this para-
graph.

(b) For any and all stock or convert-
ible debt issues other than stock Issued
pursuant to paragraph (a) of this sec-
tion, the corporation Is authorized to
adopt a shareholder resolution, govern-
ing all such Issues and sales of shares of
Its common stock, or other cecuritlie
convertible into the corporation's com-
mon stock, which permits the corpora-
tion to provide for or limit or deny to
shareholders pre-emptive rights in all
purchases of issues of such stock or secu-
rities. Such resolution shall be effective
with respect to each such issue from and
after the date of adoption thereof and
until expressly repealed or amended by
a subsequent resolution duly adopted in
accordance with the procedures set forth
in paragraph (c) of this section.

(c) The shareholder Molution au-
thorized by paragraph (b) of this sectlon
shall be made In the following manner:

(1) The Board of Directors of the cor-
poration shall adopt the proposed resolu-
tion setting forth the language thereof
and directing that It be submitted to a
vote at a meeting of shareholders of the
corporation, which may b6 either an an-
nual or a special meeting.

(2) Written notice setting forth the
proposed resolution or a summary of it
shall be given to each shareholder of
record entitled to vote thereon within
the time and In the manner provided for
notices of meetings of shareholders In
the bylaws of the corporation.

(3) At such meeting a vote of the
shareholders entitled to vote thereon
shall be taken on the proposed resolu-
tion. The proposed resolution shall be
adopted upon receiving the afrmativo
vote of the holders of at least two-thirds
of the shares of the corporation which
are outstanding and entitled to vote
thereon.

(d) For any Issues other than stock
Issued as authorized by paragraph (a)
of this section, the approval of the Sec-
retary is required prior to the sLsuance by
the corporation of any stock, obligation,
security, or similar Instrument.

§ 81.3 Dividends. [eserved]
§ 81.4 Debt to capital ratio.

(a) The aggregate amount of obliga-
tions of the corporation Issued under
section 304(b) of the Charter Act and
outstadilng at any one time shall not
exceed 25 times the sum of Its capital,
capital surplus, general surplus, reserves
and undistributed earnings. For the pur-
poses of this section, the outstanding
aggregate principal amount of any obli-
gations of the corporation Issued under
section 304(e) of the Charter Act which
are entirely subordinated to the obliga-
tions of the corporation Issued or to be
issued under section 304(b) of the Char-

ter Act sall be deemed to be capital of
the corporation.

(b) In the event at any time of a re-
duction in the sum of the corporation'
capital, capital surplus, general surplus,
reserves, and undistributed earnings, the
maximum debt to capital ratio Is auto-
matically Increased to such ratio as may
be necessary to include all obligations
Lwued under said section 301(b) and
outstanding at such time. In the event
at any time of a maturity or other event
requiring the payment or redemption of
any of the obligations Issued under se;-
tion 304(e) of the Charter Act, the maxi-
m m debt to capital ratio is automati-
cally Increased to such ratio as may be
necessary to permit the Issue of obliga-
tions under tection 304(b) of the Charter
Act In an amount sufficlent to provide,
the proceeds required to pay the principal
of and interEst on the obligations out-
standing under such section 304(e) ancl
so required to be paid or redeemed at
such time. As uzed in this section, the
term "maximum debt to capital ratio"
means the maximum ratio, set forth In
paragraph (a) of this cection or else-
where, which may be borne to the afore-
said sum by the aggregate principal
amount of the corporation's obligations
Issued under section 304(b) of the Char-
ter Act and outstauding at any one time.
So long as any obligations of the corpo-
ration Isued under section 304(e) of the
Charter Act are outstanding, no action
ahall be taken with respect to the debt to
capital ratio provisions of this subsec-
tion which Is detrimental to the holders
of such obligations.

§ 81.5 Lsuanccofobligation.
The corporation Is authorized, upon

the approval of the Secret y of the
Treasury, to Iz-ue Its obligations and s3-
curite3 from time to time under subsee-
tions (b), (d), and (e) of section 304 of
the Charter Act in such amounts as may
be approved in writing by the Secretary
of Housing and Urban Development. In
the event at any time of a maturity or
other event reVuiring the payment or re-
demption of any of the corporation's out-
standing obligations, the corporation Is
hereby authorizd, upon the approval of
the Secretary of the Treasury, to -uelts
obligations and securitiez at such time
under any of the aforesaid subzsections of
section 304 of the Charter Act in an
amount suffcient to provide the pro-
ceeds required to pay the princip3l of
and Interest on the obligations co re-
quired to be paid or redeemed at such
time.
§ 81.6 Housing for low and moderate

income familles [Reserved]
§81.7 Audits.

The book- and fin clal transctions
of the corporation shall be made availa-
ble for audit by the Secr ary of Houz-
Ing and Urban Development at any time
reqUested by him.
§ 81.8 Report.

The corporation shall nae such re-
ports concerning Its activities as the Sec-
retary of Housing and Urban Develou-
ment may request
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Subtitle B-Reg6lations Relating to
'Housing and Urban Development

Chapter I-Office of Assistant
Secretary for Equal Opportunity

Subchapter A-Fair HousingPart

100 Racial and ethnic data.
105 Fair housing.

Subchapter B-Employment and Business
Opportunily

130 Equal employment opportunity
under HUD contracts and HOD
assisted construction contracts.

SUBCHAPTER A-FAIR HOUSING

PART 100-RACIAL AND ETHNIC
DATA

Sec.
100.1 Purpose.
100.2 Minority-group Identification.

AurHorre: The provisions of this Part 100
issued under E.O. 11063, 27 P.R. 11527; sec.
602, 72 Stat. 252; 42 U.S.C. 2000d-l; sec. 808,
82 Stat. 84; 42 U.S.C. 3608; sec. 2, 48 Stat.
1246; 12 U.S.C. 1703; see. 7(d), 79 Stat. 670;
42 U.S.C. 3535(d).

§400.1 Purpose.
The purpose of this part is to enable

the Secretary to carry out his responsi-
bilities under the provisions of Executive
Order 11063, dated November 20, 1962,
title VI of the Civil Rights Act of 1964,
and title VII of the Civil Rights Act of
1968 prohibiting discrimination and pro-
viding for fair housing and directing the
Secretary to administer Housing and
Urban Development programs and ac-
tivities in a manner affirmatively to
further these policies.
§ 100.2 Minority-group identification.

Participants in Housing and Urban
Development "programs shall furnish
such information as the Secretary may
require concerning minority-group iden-
tification to assist the Secretary in car-
rying out his responsibility for adminis-
tering the national policies prohibiting
discrimination and providing for fair
housing.

PART 105-FAIR HOUSING
Subpart A-Purpose and Definitions

Sec.

105.1 Purpose.
105.2 Definitions.

Subpart B--Procedures for Enforcement of
Complaints Against Discriminatory Housing
Practices

105.11 Submission of information.
105.12 Complaints to be fled by persons

aggrieved.
105.13 Where to file complaints.
105.14 Contents of complaint.
105.15 Form of complaint; amendments.
105.16 Date of filing of complaint; when

notice issues.
105.17 Service of complaint; filing of

answers.
105.18 Referrals to State or local fair "hous-

ing agencies.
105.19 Suspension of proceedings.
105.20 Reactivation of referred complaints.
105.21 Investigation and decision to resolve.
105.22 Subpoenas, interrogatories, and In-

vestigative powers.
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Subpart C-Procedures To Rectify'Discriminatory
Housing Practices

105.31 Conference, conciliation, and persua-
sion.

105.32 Conciliation agreements.
1105.33 Inability to obtain voluntary compli-

ance.
105.34 Notification where voluntary compli-

ance is not obtained.
105.35 Confidentiality of conciliation con-

ferences.
105.36 Other action by the Assistant Sec-

retary.

AppendixcList of Department of Housing
and Urban Development Regional
Offices and Jurisdictional Areas.

AuTHoRrry: The provisions of this Part 105
Issued under 82 Stat. 81-89, 79 Stat. 669, 42
U.S.C. 3601-3619; 42 U.S.C. 3535 (d).

Subpart A-Purpose and Definitions
§ 105.1 Purpose.

(a) The regulations set forth in this
part contain the procedures established
by the Assistant Secretary for Equal Op-
portunity in the Department of Housing
and Urban Development for carrying out
his responsibility with respect to any
complaint fied with him under section
810 of title VIII of the Civil Rights Act
of 1968, Public Law 90-284, 42 U.S.C.
3610:

(b) Where a person charged with a dis-
criminatory housing practice in a com-
plaint filed under section 810 of title
VIII is also prohibited from engaging
in similar practices under title VI of the
Civil Rights Act of 1964, 42 U.S.C.
2000d-2000d-5, or Executive Order
11063 of November 20, 1962, on Equal
Opportunity in Housing (27 P.R. 11527-
30, November 24, 1962) or other appli-
cable law, such person may also be sub-
ject to action by the Department of
Housing and Urban Development or
other Federal agency under the rules,
regulations, and procedures prescribed
from time to time pursuant to title VI
or Executive Order 11063 or other appli-
cable law.
§ 105.2 Definitions.

As used in this part,
(a) "Assistant Secretary" means the

Assistant Secretary for Equal OpportU-
nity in the Department of Housing and
Urban Development.

(b) "Department" means Department
of Housing and Urban Development.

(c) "Discriminatory housing practice"
means an act that Is unlawful under
section 804, 805, or 806 of title VIII.

(d) "Dwelling" means any building,
structure, or portion thereof thich is
occupied as, or designed or intended for
occupancy as, a residence by one or more
families, or any vacant land which Is
offered for sale or lease for the construc-
tion or location thereon of any such
building, structure, or portion thereof.

(e) "Family" includes a single
individual.

(f) "Person" includes one or more in-
dividuals, corporations, partnerships, as-
sociations, labor organizations, legal rep-
resentatives, mutual companies, Joint-
stock companies, trusts, unincorporated

organizations, trustees, trustees In bank-
ruptcy, receivers, and fiduciaries.

(g) "State" means any of the several
States, the District of Columbia, the
Commonwealth of Puerto Rico, or any
of the territories and possezslons of the
United States.

(h) "Title VIII" means title VI of the
Civil Rights Act of 1968, Public Law 00-
284, 42 U.S.C. 3601-3619.

() "To rent" includes to lease, to sub-
lease, to let, and otherwise to grant for
consideration the right to occupy prem-
ises not owned by the occupant.

Subpart B-Procedures for Enforce-
ment of Complaints Against Dis-
criminatory Housing Practices

§ 105.11 Submission of information.
The Assistant Secretary vll receive

information concerning alleged viola-
tions of title VJ from any person.
Where the Information constitutes a
complaint within the meaning of title
VIII and this part, it shall be so recorded
under § 105.16. Where additional infor-
mation is required for purposem of per-
fecting a complaint under title VIII, the
Department will promptly advise what
additional information Is needed and will
provide appropriate assistance in the
filing of such complaint. At the same
time, if the information disclosed so war-
rants, appropriate enforcement proce-
dures may be initiated by the Department
under E.O. 11063 on Equal Opportunity
in Housing or title VI of the Civil Rights
Act of 1964, and the information may
also be referred to any other Federal,
State, or local agency having an Interest
in the matter.
§ 105.12 Complaints to be filed by per.

sons aggrieved.
Any person who claims to have been

injured by a discriminatory housing prac-
tice or who believes that he will be ir-
revocably injured by a discriminatory
housing practice that Is about to occur
(in this part called "person aggrieved")
may file a complaint no later than 180
days after the alleged discriminatory
housing practice occurred. Such com-
plaint may be filed with the assistanco
of an authorized representative of the
person aggrieved, including any organi-
zation acting on behalf of the person
aggrieved.
§ 105.13 VWhere to file complalnits.

Complaints may be filed by mail with
Fair Housing, Departmnent of Housing
and Urban Development, Washington,
D.C. 20410, or any regional, area, or
Insuring Office of the Department. Com-
plaints will be processed through the
Department's Regional Administrator
having jurisdiction in the State in which
the alleged discriminatory housing prac-
tice occurred or Is about to occur. A list
of Department Regional Offlces with
their addresses and areas of jurisdiction
appears as an appendix to this part.
§ 105.14 Contents of complaint.

Each complaint should contain sub-
stantially the following information:
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(a) The name and address of the per-
son aggrieved.
(b) The name and address of the per-

son against whom the complaint-is filed
("respondent")._
(c) A description and the address of

the dwelling, which nvolves the alleged
discriminatory housing practice.
(d) A concise statement of the facts,

including pertinent dates, constituting
the alleged discrimatory housing prac-
tice.
§105.15 Form of complaint; amend-

mens
Each complaint shall be in writing and

signed, and shall be sworn to before a
notary public, or sworn to before a duly
authorized representative of the Assist-
ant Secretary. Such attestation may be
made at the time of the investigation.
..The Assistant Secretary may also require
complaints to be made on prescribed
forms. Complaint forms shall be avail-
able to all personk in any regional, area,
or insuring office of the Department.
Appropriate assistance in filling out
forms and in filing a complaint will
be rendered by personnel in any of such
offices. Complaints may be reasonably
and fairly amendled at any time. Notwith-
standing the use of the prescribed form,
any written statement which substan-
tially sets forth the allegations of a dis-
criminatory housing practice will be ac-
cepted as a title VIEI complaint.
§ 105.16 Date of filing -of complaint;

when notice issues.
(a) For purposes of section 810(d) of

title VIII, a complaint shall be considered
to be filed when it is received in such form
as is found reasonably to meet the stand-
ards of §§ 105.14 and 105.15. The person
aggrieved shall be notified of the date
of filing and of his right to bring court
action under sections 810 and 812. The
30 days provided in section 810(d) of
title VIII within which a civil action may.
be commenced shall bp deemed to begin
with the receipt by the complainant of
a notice from the Assistant Secretary
that he does not intend to resolve the
complaint or he is terminating his efforts
to conciliate the matter.

(b) At any time after the expiration of
30 days from the date of the filing of a
complaint, or upon dismissal of the com-
plaint at any stage of the proceedings,
the complainant may demand in writing
that a notice of the occurrence of either
of such events issue pursuant to section
810(d) of title ViiL and the Assistant
Secretary shall promptly issue such no-
tice, with copies to all parties. The com-
plainant shall be advised by certified mail
of the right to request such notice of
the expiration of the 30-day period.
(c) In the case of a complaint referred

to a State or local agency and subse-
o quently reactivated by the Assistant See-

retair pursuant to § 105.20, the person
aggrieved and the respondent shall each
be notified of the date of reactivation and
complainant's right to request a-notice
under paragraph (b) of this section.
(d) Issuance of notice pursuant to

Paragraph (b) of this section shall sus-
pend further proceedings by the Depart-
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mnt unless the Assistant Secretary de-
termines otherwise.

(e) Notwithstanding paragraph (a) of
this section, a complaint may be deemed
filed, for purposes of the 180-day period
of section 810(b) of title VIII, upon the
receipt of written information sufll-
ciently precise to identify the parties and
describe generally the action or practice
complained of. Such a complaint may be
amended, as provided in § 105.15, to cure
technical defects or omissions, including
failure to verify the complaint, or to
clarify and amplify allegations made
therein, and any amendment shall be
deemed to be made as of the orizinal
filing date.
§ 105.17 Service of complaint; filing of

answers.

Upon the filing of a complaint within
the meaning of § 105.16(a), and upon any
amendment of such a complaint, a copy
thereof shall be furnished the respondent
by certified mail or through personal
service by Department representatives.
The respondent may file an answer to
the complaint at any time prior to the
expiration of 7 days after the date the
complaint is received by him. The answer
shall be sworn to before a notary public
or sworn to before a duly authorized
representative of the Assistant Secretary.
With leave of the Assistant Secretary an
answer may be amended at any time and
sworn to as provided In this section. The
Assistant Secretary will permit answers
to be amended whenever he believes it
would be reasonable and fair to do so.

105.18 Referrals to State or local fair
housing agencies.

Whenever the Assistant Secretary de-
termines consistent with Department
standards that a State or local fair hous-
ing law provides rights and remedies sub-
stantially equivalent to those provided
-by title VIII for a person aggrieved by a
discriminatory housing practice alleged
In a complaint filed with the Assistant
Secretary hereunder, the Assistant Sec-
retary shall notify the appropriate State
or local agency of such complaint. The
Assistant Secretary shall give the com-

_plainant and the respondent notice in
writing of such referral. Notices under
this section shall be by certified mail.
§ 105.19 Suspension of proceedingg.

When a fair housing complaint has
been referred to a State or local fair
housing agency pursuant to § 105.18,
then proceedings under the regulations
in this part for title V3II shall be sus-
pended and no further action shall b3
taken by the Assistant Secretary here-
under except as provided In § 105.20.
§ 105.20 Reactivation of referred com-

plaints.
(a) Whenever proceedings Davo been

suspended pursuant to § 105.19, the As-
sistant Secretary may reactivate the case
if he certifies that n his Judgment the
protection of the rights of the parties
or the interests of Justice require such
action.

(b) As a matter of policy, such cer-
tification shall be made routinely when
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the State or local agency his not com-
menced proceedings within 30 days fol-
lowing the referral of the complaint to
Ik or having commenced action h- not
carried forth such proceedings With rea-
sonable promptness within the judgment
of the Asz..stant Secretary.
§ 105.21 Investigation and decision to

resolve.
(a) Within 30 days after a complaint

is filed or within 30 days after reactiva-
tion by the Assistant Secretary in the
case of a complaint referred to a State
or local agency and subsequently reacti-
vated pursuant to § 105.20, the Assistant
Secretary shall investigate the complaint
and give notice In writing to the person
aggrieved and to the respondent if the
Assistant Secretary intends to take fur-
ther action with respect to the complaint.

(b) N-otwithat=ding paragraph (a) of
this section, where the allegations of a
complaint on their face. or as amplified
by the statements of the complainant,
discloze that the complaint is not timely
filed or otherwise falls to state a valid
claim for relief under title VIII, the As-
s1stant Secretary may dismiss the com-
plaint without further action.

(c) If the Assistant Secretary decides
not to resolve a complaint, or to dismLs
It under paragraph (b) of this section,
he shall advise the person aggrieved in
writing of the disposition of the case.
Respondent sha also be notified in any
case where he has been served with a
copy of the complaint.

(d) The Assistant Secretary may, in
the processing of a case, utilize, with
their consent, the services of State or
local agencies charged with the admin-
Istration of fair housing laws or of ap-
propriate Federal agencies.

(e) Any party adversely affected by a
determination under paragraph (a) or
(b) of this section may, within 5 days
of receipt of notice of a determination,
request that the Assistant Secretary re-
consider his action. Such request for re-
consideration will be granted only on the
ba s of additional material evidence not
previously available to the party request-
ing reconsideration or for other good
cause shown.
§ 105.22 Subpoenas, interrogatories,

and iavestigative powers
The As stant Secertary encourages

voluntary cooperation in his investiga-
tions but will resort to the compulsory
processes authorized by section 811 of
title VIII when, in his Judgment, such
resort becomes appropriate in order
reasonably to expedite handling of com-
plaints. The provisions Qf section 811 of
title V3I shall apply, in such cases, to
the Isuarce and us of subpoena by
the Assistant Secretary on his own be-
half or on behalf of a respondent, and to
the Ismanca and uze by the Assistant
Secretary of interrcuatorles to a re-
spondent; however, the legality of fach
such Irsuance shal be approved by the
General Counzel. Payment of witnecs
and mileage fees shall be made as pro-
vided for in section 811(c) in an amount
allowed under the rules governing such
payment by the U.S. district courts. Fees
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payable to a witness summoned by sub-
poena issued at the request of a respond-
ent shall be paid by respondent.

Subpart C-Procedures to Rectify
Discriminatory Housing Practices

§ 105.31 Conference, conciliation, and
persuasion.

If the Assistant Secretary has decided
to resolve a complaint, he shall endeavor
to eliminate or correct the discriminatory
housing practice alleged therein by in-
formal methods of conference, concilia-
tion, and persuasion. These endeavors
need not be terminated even if the per-
son aggrieved has commenced a civil ac-
tion in an appropriate court under title
VIII, but all efforts to obtain voluntary
compliance shall immedately terminate
when such civil action comes to trial,
unless the court specifically requests as-
sistance from the Assistant Secretary,
or directs otherwise.

§ 105.32 Conciliation agreements.

In conciliating or taking other action
pursuant to § 105.31, the Assistant Secre-
tary shall attempt to achieve a just
resolution of the complaint and to ob-
tain assurances, where appropriate, that
the respondent will satisfactorily remedy
any violations of the rights of the per-
son aggrieved and will take such action
as will assure the elimination of dis-
criminatory housing practices or the pre-
vention of their occurrence in the fu-
ture. The terms of such settlement shall
be reduced to a written conciliation
agreement, signed by both parties, and by
the Assistant Secretary or his represen-
tative. Such conciliation agreement shall
seek to protect the interests of the com-
plainant, his group, and the public in-
terest. Written notice of disposition of
a case pursuant to § 105.31 and of the
terms of settlement shall be given to the
parties by the Assistant Secretary or his
representative. The Assistant Secretary
may, from time to time, review compli-
ance with the terms of any settlement
agreement and may, upon a finding of
noncompliance, take such enforcement
action as is provided for under the settle-
ment agreement or as may otherwise be
appropriate.

§ 105.33 Inability to obtain voluntary
compliance.

Should a respondent fail or refuse to
confer with the Assistant Secretary or
his representative, or fail or refuse to
make a good faith effort to resolve any
dispute, or should the Assistant Secretary
find for any other reason that voluntary
agreement is not likely to result, the
Assistant Secretary may terminate his
efforts to conciliate the dispute. In such
event, the parties shall be notified
promptly in writing that such efforts

have been unsuccessful, and the com-
plainant will be notified of his legal

- rights in regard to his complaint.

§ 105.34 Notification where voluntary
compliance is not obtained.

The person aggrieved shall be notified
-in writing by registered or certified mail
when the Assistant Secretary has deter-
mined that he is unable to obtain
voluntary compliance through informal
methods of conference, conciliation, or
persuasion. The 30 days provided in sec-
tion 810(d) of title VIII within which a
civil action may be commenced shall be
deemed to begin upon the receilt of such
notice.

§ 105.35 Confidentiality of conciliation
conferences.

Once the Assistant Secretary has de-
cided to resolve a complaint under title
VIII and respondent has agreed to par-
ticipate in informal endeavors by the
Assistant Secretary for such purposes,
nothing that is said op done thereafter,
during and as a part of the Assistant
Secretary's endeavors to resolve the com-
plaint by informal methods of confer-
ence, conciliation, and persuasion, may
be made public, or used as evidence in a
subsequent proceeding under title VIII,
without the written consent of the per-
sons concerned.

§ 105.36 Other action by the Assistant
Secretary.

If voluntary compliance has not been
obtained and the Assistant Secretary has
terminated efforts at conciliation in a
case where after evaluation of the inves-
tigation the evidence on balance indi-
cates there has been a discriminatory
housing practice, the Assistant Secretary
may pursue one or more of the follow-
ing courses of action:

(a) Recommend to the Attorney Gen-
eral of the United States that he insti-
tute a civil action under section 813 of
title VIII for relief against a pattern or
practice of resistance to the full enjoy-
ment of any of the rights granted by
said title or a denial of rights under the
title to a group of persons raising an
issue of general public importance.

(b) Refer the matter to the Attorney
General for such other action as he may
deem appropriate.

(c) Institute enforcement proceedings
under E.O. 11063 or title VI of the Civil
Rights Act of 1964, in accordance with
regulations and procedures prescribed
therefor.

(d) Inform any other Federal agency
appearing to have an interest in the en-
forcement of respondent's obligations
with respect to discrimination in
housing.

ArrrNDIzX-LaT 6v DmI'.anrNT ()V ][ovslN(O
AND URBAN DfVSLOPMMN R:I0ONAb OL'IICOS
AND JURSDICTIONAL AnDAs

Region Addrc.i JuldLotlon anre

I-----Room S00 olin F.
Kennedy, Fcdcral
Bldg., B'taon, MA(Y22,)3.

]a ...... 26 Federal Plaza,
Now York, NY
1007.

I -.... Cari Bldg., Sixth
and Walnut StI,
Philadelphia, PA

IV-.-. Peachtrec-Revonth
Bldg., Atlinla, OA

V ...... 300 South Wackr
Dr.. ClIdago, IL

VI .- Fcderal Offic' Bldg.,
S19 Taylor St.,

Fort Worth, TX
76102.

VII --- 300 Federal offico
Bldg., eI11 Walnut
St., Kanx, City,
M0 GilOfi.

VIII.. Federal Bldg., 1001
Stout St., Denver,S C080202.

Corncdut, Maim
IMa-sachwl. tt % Nowllamplhlre, Rhodo
Iland, Vermont.

Now Jcri."v, No w
Yorl, riorta lilt,
Virgin Iluinu i,

Doq waro, Dl trlt of
Columbla, Alan,-
1nd 1'oetwvlvanl ,
Virgnl'l,We .t VIr('uIl',

AlaItama, Florida,(Irorf-l%] Konttwhiv,

A.l '-'lpp I North
Carolina, South
Carolina, 'rent".c(co.

tllinob, Indiana,
Minneota, Milfilg-n,
Ohio, Wi conln.

Arkan., Loulana,
Nov.' Modco, kltt
llroa, Toxa,,

Iowa, Xran w , MI--
rourl, Nobrn.ot,

Colorado, Mont n ,
North bakota,South Dakota
Utah, Wyoming.

IX --- 450 Golden Gate Arlyon, aallforI%
Ave., Post Offl) Iawal , Novafi,
Box 30003, San Ctusn, Amerlan
FranLco, CA 9amo03
91102.

X ...... Arcado Praza Bldg., Alda 6Id1, Or,
1321 Second Ave., gon, Wa.ihln[gion,
Seattlo, WA W01.

SUBCHAPTER B--EPLOYMENT AND BUSINESS

OPPORTUNITY

PART 130-EQUAL EMPLOYMENT OP-
PORTUNITY UNDER HUD CON-
TRACTS AND HUD ASSISTED CON-
STRUCTION CONTRACTS

Sec.
130.1
130.5
130.10
130.15
130.20
130.25
130.30

130.35

130.40

130.45

130.50

130.55
130.60
130.65
130.70
130.75
130.80

130.85
130.90
130.95
130.100

Purpose.
Definitions.
Responsbilitlez.
Equal opportunity clause,
Exemptions.
Award of contracts.
Affirmative action compliance pro-

grams-nbnconstruotion con-
tracts.

Aflrmative action compliance pro-
grams-construction contracts.

Prebld requirements and confer-
ences.

Participation In areawldo equal em-
ployment opportunity program,

Reports and other required infor-
mation.

Compliance reviews,
Complaint procedure,
Hearings and sanctions.
Intimidation and interference,
Segregated facilities certiflcate,
Solicitations or advertisements for

employees.
Access to record of employment.
Notices to be posted.
Program directives and lInistruetonoi,
Effective date.

Au oTnrry: The provisions of this Part 130
Issued under sec. 201, Executive Order 11240,
30 P.R. 12319; and 41 OFR 60-1.0(o).

§ 130.1 Purpose.
This part prescribes standards and

procedures for the Department of Hous-
ing and Urban Development in the im-
plementation of Its responslbllitie3 as a
compliance agency under Executivo
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Order 11246; the rules and regulations
of the Secretary of Labor, codified in 41
CFR Chapter 60, prescribed thereunder;
and other rules, orders, instructions,
designations, and directives issued by the
Omce of Federal Contract Compliance,
Department of Labor.

§ 130.5 Definitions.
(a) "Adlinistering agency" means

any department, agency, and establish-
ment in the executive branch of the Gov-
ernment, including any wholly owned
Government corporation, which admin-
isters a program involving federally
assisted construction contracts.

(b) "Agency" means any contracting
or any administering agency of the
Government.

c) "Applicant" means an applicant
for Federal assistance from the Depart-
ment involving a construction contract,
or other participant in a program in-
volving a construction contract as deter-
mined by the Department. The term also
includes such persons after they became
recipients of such Federal assistance.

(d) "Compliance Agency" means the
agency designated by the Director on a
geographical, industry, or other basis to
conduct compliance reviews and to un-
-dertake such other responsibilities' in
connection with the administration of
the order as the Director may determine
to be appropriate. In the absence of such
a designation the Compliance Agency
will be determined as follows:

(1) In the case of a prime contractor
not involved in construction work, the
Compliance Agency will be the agency
whose contracts with the prime con-
tractor have the largest aggregate dollar
value;

(2) In the case of a subcontractor not
involved in construction work, the Com-
pliance Agency will be the Compliance
Agency of the prime contractor with
which the subcontractor has the largest
aggregate value of subcontracts or pur-
chase orders for the performance of
work under contracts;

(3) In the case of a prime contractor
or subcontractor involved in construc-
tion work, the Compliance Agency for
each construction project will be the
agency providing the largest dollar value
for the construction projects; and

(4) In the case of a contractor who is
both a prime contractor and subcon-
tractor, the Compliance Agency will be
determined as if such contractor -is a
prime contractor only.

(e) "Construction work" means the
construction, rehabilitation, alteration,
conversion, extension, demolition or re-
pair of buildings, highways, or other
changes or improvements to real prop-
erty, including facilities providing utility
services. The term also includes the
supervision, inspection, and other onsite
functions incidental to the actual con-
struction.

(f) "Contract" means any Govern-
ment contract or any federally assisted
construction contract.

(g) "Contractor" means, unless other-
wise indicated, a prime contractor or
subcontractor.

CW) "Department" means the Depart-
ment of Housing and Urban Develop-
ment.
(i) "Director" means the Director,

Office of Federal Contract Compliance,
U.S. Department of Labor, or any per-
son to whom he delegates authority
under the regulations of the Secretary
of Labor.

(j) "Equal opportunity clause" means
the contract provisions set forth in
§ 8.15 (a) or (b), as appropriate.

k) "Facilities" as used in § 130.15, in-
cludes, but is not limited to waiting
rooms, work areas, restaurants and other
eating areas, time clocks, restrooms,
wash rooms, locker rooms and other stor-
age or dressing areas, parking lots, drink-
ing fountains, recreation or entertain-
ment areas, transportation, and housing
facilities provided for employees.

(1) "Federally assisted construction
contract" means any agreement or modi-
fication thereof between any applicant
and any person for construction work
which is paid for In whole or in part
with funds obtained from the Govern-
ment or borrowed on the credit of the
Government pursuant to any Federal
program nvolving a grant, contract
loan, insurance, or guarantee, or under-
taken pursuant to any Federal program
involving such grant, contract, loan, In-
surance, or guarantee, or any applica-
tion or modification thereof approved
by the Department for a grant, contract,
loan, insurance, or guarantee under
which the applicant Itself participates
in the construction work.
(m) "Government" means the Gov-

ernment of the United States of America.
(n) "Government contract" means

any agreement or modification thereof
between any contracting agency and any
person for the furnishing of supplies or
services or for the use of real or personal
property, including lease arrangements.
Services, as used In this section includes,
but is not limited to, the following serv-
ices: Utility, construction, transporta-
tion, research, insurance, and fund de-
pository. Government contract-does not
include (1) agreements in which the
parties stand in the relationship or em-
ployer and employee, and (2) federally
assisted construction contracts.
(o) "Hearing officer" means the in-

dividual or board of Individuals desig-
nated to conduct hearings.

(p) "Modification" means any altera-
tion in the terms and conditions of a
contract, including supplemental agree-
ments, amendments, and extensions.
(q) "Order" means Parts Ir, 12r, and

IV of Executive Order 11246, dated Sep-
tember 24, 1965 (30 FR. 12319), as
amended by Executive Order 11375 dated
October 13, 1967 (32 F.R. 14303), and
any Executive Order amending or super-
seding such orders.
(r) "Person" means any natural per-

son, corporation, partnership, unincor-
porated association, State or local gov-
ernment, and any agency, instrumental-
ity, or subdivision of such a government.
(s) "Prime contractor" means any

person holding a contract, and for the
purposes of Subpart B (General En-

forcement, Compliance Review, and
Complaint Procedure) of the "rules and
reguations", any person who has held
a contract subject to the order.

Mt "Recruiting and training agency"
means any person who refers workers
to any contractor or subcontractor, or
who provides or supervises apprentice-
ship or training for employment by any
contractor or subcontractor.

u) "Rules, regulations, and relevant
orders" of the Secretarri of Labor used
In paragraph (4) of the equal opportu-
nity clause means rules, regulations, and
relevant orders of the Secretary of Labor
or his designee Issued pursuant to the
order.

(v) "Secretary" means the Secretary
of Housing and Urban Development.

(w) "Site of construction" means the
general physical location of any build-
ing, highway, or other change or im.-
aprovement to real property which is
undergoing construction, rehabilitation,
alteration, conversion, extension, demo-
lition, or repair and any temporary loca-
tion or facility at which a contractor,
subcontractor, or other participating
party meets a demand or performs a
function relating to the contract or sub-
contract.

x) "Subcontract' means any agree-
ment or arrangement between a con-
tractor and any person (In which the
parties do not stand in the relationship
of an employer and an employee):

(C) For the furnishing of supplies or
services or for the use of real or personal
property, including lease arrangements,
which, in whole or in part, Is necessary
to the performance of any one or more
contracts; or

(2) Under which any portion of the
contractor'es obligation under any one
or more contracts Is performed, under-
taken or assumed.

(y) "Subcontractor" means any per-
son holding a subcontract and, for the
purpodes of Subpart B (General En-
forcement; Compliance Review, and
Complaint Procedure) of the "rules and
regulations," any person who has held a
subcontract subject to the order. The
term "First-tier subcontractor" refers to
a subcontractor holdin a subcontract
with a prime contractor.

) "United States" as used herein
shall include the several States, the Dis-
trict of Columbia, the Commonwealth
of Puerto Rico, the Panama Canal Zone,
and the possessions of the United States.

§ 130.10 Responsibiiies.
(a) General. The Department of

Housing and Urban Development is re-
sponsible for: (1) Implementing the
requirements of the order, the "rules and
regulations," OFCC directives and all
other rules, regulations, and orders
issued pursuant thereto, and (2) obtain-
ing the compliance of all contractors for
which the Department Is the Compliance'
Agency.

(b) Contract Compliance, Offlcer
(CCO). The Assistant Secretary for
Equal Opportunity has been designated
the Contract Compliance Officer (CCO)
for the Department by the Secretary (35
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FPR. 7138, May 6, 1970), and Is respon-
sible for developing and administering
the Department's program under the
order.

(c) General Deputy Contract Compli-
ance Officer (GDCCO). The Deputy
Assistant Secretary for Equal Oppor-
tunity has been designated the General
Deputy Contract Compliance Officer
(GDCCO) for the Department by the
Secretary (35 FR. 7138, May 6, 1970),
to assist the Contract Compliance Officer
in the performance of his duties. He is
authorized to exercise the authority
delegated to the Contract Compliance
Officer.

(d) Deputy Contract Compliance Offi-
cer (DCCO). Each Assistant Regional
Administrator for Equal Opportunity,
has been designated by the Contract
Compliance Officer as Deputy Contract
Compliance Officer (DCCO) for the
Region in which he serves. Deputy Con-
tract Compliance Officers are responsible
for field administration of programs of
contract compliance in conformity with
directives and guidelines promulgated by
the Contract Compliance Officer.

(e) Heads of Program Areas. Assistant
Secretaries of the Department who are
authorized to extend Federal financial
assistance which involves construction
work shall be responsible for effectuat-
ing the Order, "rules and regulations,"
OFCC directives, this Part 130, directives
of the Department and all other rules,
regulations, and orders issued pursuant
thereto as they relate to construction
contracts financially assisted by the
Department.

§ 130.15 Equal opportunity clause.
(a) Government contracts. Except as

otherwise provided, the following equal
opportunity clause contained in section
202 of the Order shall be included in
each Government contract entered into
by the Department (and modification
thereof if not included in the briginal
contract) :

During the performance of this contract,
the contractor agrees as follows:

(1) The contractor will not discriminate
against any employee or applicant for em-
ployment because of race, color, religion, sex,
or national origin. The contractor will take
affirmative action to ensure that applicants
are employed, and that employees are treated
during employment, without regard to their
race, color, religion, sex, or national origin.
Such action shall include, but not be limited
to, the following: Employment, upgrading,
demotion, or transfer, recruitment or recruit-
ment advertising; layoff or termination;
rates of pay or other forms of compensation;
and selection for training, including appren-
ticeship. The contractor agrees to post in
conspicuous places, available to employees
and applicants for employment, notices to be
provided by the contracting officer setting
forth the provisions of this nondiscrimina-
tion clause.

(2) The contractor will, in all solicitations
or advertisements for employees placed by
or on behalf of the contractor, state that
all qualified applicants will receive consid-
eration for employment without regard to
race, color, religion, sex, or national origin.

(3) The contractor will send to each labor
union or repesentative of workers with which'
he has a collective bargaining agreement or
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other contract or understanding, a notice to
-be provided by the Department's contract-
ing officer, advising the labor union or
workers' representative of the contractor's
commitments under section 202 of Executive
Order 11246 of September 24, 1965, and shall
post copies of the notice In conspicuous
places available to employees and applicants
for employment.

(4) The contractor will comply with all
provisions of Executive Order 11246 of Sep-
tember 24, 1965, and of the rules, regula-
tions, and relevant orders of the Secretary
of Labor.

(6) The contractor will furnish all infor-
mation and reports required by Executive
Order 11246 of September 24, 1965, and by
the rules, regulations, and orders of the
Secretary of Labor, or pursuant thereto, and
will permit access to his books, records, and
accounts by the Department and the Secre-
tary of Labor for purposes of investigation
to ascertain compliance with such rules,
regulations, and orders.

(6) In the event of the contractor's non-
compliance with the nondiscrimination
clauses of this contract or with any of such
rules, regulations, or orders, this contract
may be canceled, terminated or suspended
in whole or n part and the contractor may
be declared ineligible for further Govern-
ment contracts In accordance with proce-
dures authorized in Executive Order 11246
of September 24, 1965, and such other sanc-
tions may be imposed and remedies invoked
as provided in Executive Order 11246 of
September 25, 1965, or by rule, regulation,
or order of the Secretary of Labor, or as
otherwise provided by law.

(7) The contractor will include the provi-
sions of paragraphs (1) through (7) in every
subcontract or purchase order unless ex-
empted by rules, regulations, or orders of the
Secretary of Labor Issued pursuant to section
204 of Executive Order 11246 of September 24,
1965, so that such provisions will be binding
upon each subcontractor or vendor. The
contractor will take such action with respect
to any subcontract or purchase order as the
Department may direct as a means of en-
forcing such provisions including sanctions
for noncompliance: Proiled, however, That
in the event the contractor becomes involved
in, or is threatened with, litigation with a
subcontractor or vendor as a result of such
direction by the Department, the contractor
may request the United States to enter into
such litigation to protect the interests of
the United States.

(b) Federally assisted construction
contracts. Except as otherwise provided,
the following language shall be included
as a condition of any grant, contract,
loan, insurance, or guarantee involving
federally assisted construction which is
not exempt from the requirements of the
equal opportunity clause:

The applicant hereby agrees that It will
Incorporate or cause to be incorporated into
any contract for construction work or modi-
fication thereof, as defined in the regulations
of the Secretary of Labor at 41 CFR Chapter
60, which is paid for in whole or in part with
funds obtained from the Federal Government
or borrowed on the credit of the Federal
Government pursuant to a grant, contract,
loan, insurance, or guarantee, or undertaken
pursuant to any Federal program Involving
such grant, contract, loan, insurance, or
guarantee, the following equal opportunity
clause:

During the performance of this contract,
the contractor agrees as follows:

(1) The contractor will not discriminate
against any employee or applicant for em-
ployment because of race, color, religion, sex,

or national origin. The contractor will tate
affirmativo aotion to ensure that applicants
are employed, and that employcc are treated
during employment, without regard to their
race, color, religion, ccx, or national origin.
Such action shall include, but not be llmited
to, the following: Employment, upgrading,
demotion, or transfer; recruitment or re-
cruitment advertising; layoff or termination,
rates of pay or other forms of componsatlon:
and selection for training, Including Dpprea-
ticeship. The contractor agrees to poest In
conspicuous places, nvailablo to employees
and applicants for employment, notices to
be provided setting forth the provisions of
this nondiscrimination clause,

(2) The contractor will, In all solicitatlons
or advertisements for employees placed by or
on behalf of the contractor, stato that all
qualified applicants will rcceivo considera-
tIon for employment without regard to race,
color, religion, sex, or national origin,

(3) The contractor will send to each labor
union or representative of vworl:era with
which he has a collective bargaining agree.
ment or other contract or understanding, a
notice to be provided by the Contract Cori.
plianca Officer advising the said labor union
or workers' representatives of the contractor's
commitment under this cection, and shall
post copies of the notice In conspicuous
places available to employees and applicants
for employment.

(4) The contractor will comply with all
provisions of Executive Order 11240 of Sep-
tember 24, 1965, and of the rules, regulations,
and relevant orders of the Secretary of
Labor.

(5) The contractor will furnish all Infor-
mation and reports required by 1: :cauttve
Order 11246 of September 24, 1905, and by
rules, regulations and orders of the Secore-
t=r of Tabor, or pursuant thereto, and will
permit accezs to his books, rccords, and ac-
counts by the Department and the Sceretary
of Labor for purposes of investigation to
ascertain compliance with such rules, regu-
lations, and orders.

(6) In the event of the contractor's non-
compliance with the nondiscrimination
clauses of this contract or with any of the
raid rules, regulations, or orders, this con-
tract may be cancelled, terminated, or stsg-
pended in whole or in part and the contractor
may be declared ineligible for further Gov-
ernment contracts or federally nsisted
construction contracts in accordance with
procedures authorized in Executive Order
11246 of September 24, 1065, or by rule, regu-
lation, or order of the Secretary of Labor,
or as otherwlse provided by law.

(7) The contractor will include the por-
tion of the rontence immediately preceding
paragraph (1) and the provisions of para-
graphs (1) through (7) in every aubcon-
tract or purchase order unless exempted by
rules, regulations, or orders of the Secretary
of Labor Issued pursuant to section 204 of
Executivo Order 11240 of September 24, 1005,
so that such provisions will be binding upon
each subcontractor or vendor. The contractor
will take such action with reopect to any
subcontract or purchase order a the Do-
partment may direct as a nieans of enforcing
such provisions, including sanctions for
noncompliance: Provided, however, That In
the event a contractor bccomes Involved In,
or is threatened with, litigation with a sub-
contractor or vendor as a result of auoh di-
rection by the Department, the contractor
may request the United Staten to enter Into
such litigation to protect the interest of the
United States.

The applicant further agrees that It will
be bound by the above equal opportunity
clause with respect to Its own employment
practices whon it partlelpatcs In federally
assisted construction worlk: Pr ordca, That
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if the applicant. so participating Is a State
or local government, the above equal op-
portunity clause is not applicable. to any
agency, instrumentality or subdivision of
such government which does not participate
in work on or under the contract.

The applicant agrees that it will assist and
cooperate actively with the Department and
the Secretary of Labor in obtaining the com-
pliance of contractors and subcontractors
with the equal opportunity clause and the
rules, regulations, and relevant orders of the
Secretary of Labor; that It will furnish the
Department and the Secretary of Labor such
information as they may require for the su-
pervision of such compliance; and that it will
otherwise assist the Department in the dis-
charge of its primary responsibility for s6cur-
Ing compliance.

The applicant further agrees that it will
refrain from entering into any contract or
contract modification subject to Executive
Order 11246 of September 24, 1965, with a
contractor debarred from, or who has not
demonstrated eligibility for, Government
contracts and federally assisted construction
contracts pursuant to the Executive order
and will carry out such sanctions and pen-
alties for violation of the equal opportunity
clause as may be imposed upon contractors
and subcontractors by the Department or the
Secretary of Labor pursuant to Part II, Sub-
part D of the Executive order. In addition,
the applicant agrees that if it fails or re-
fuses to comply with these undertakings, the
Department may take any or all of the fol-
lowing actions: Cancel, terminate, or suspend
in whole or in part this grant (contract, loan,
insurance, guarantee); refrain from extend-
ing any further assistance to the applicant
under the program with respect to which the
failure or. refusal occurred until satisfactory
assurance of future compliance has been re-
ceived from such applicant; and refer the
case to the Department of Justice for appro-
priate legal proceedings.

(c) Subcontracts. Each nonexempt
prime contractor or subcontractor shall
include the equal opportunity clause in
each of its nonexempt subcontracts.

d) Incorporation by reference. The
equal opportunity clause may be incorpo-
rated by reference in Government bills
of lading, transportation requests, con-.
tracts for deposit of Government funds,
contracts for issuing and paying U.S.
savings bonds and notes, contracts and
subcontracts less than $50,000 and such
other contracts as the Director may
designate.
(e) Incorporation by operation of the

order and departmental regulations. By
operation of the order, the equal oppor-
tunity clause shall be considered to be
a part of every contract and subcontract
required by the drder, the "rules and
regulations" and these regulations to in-
clude such a clause whether or not it is
physically incorporated in such con-
tracts. The clause is applicable to every
nonexempt contract where there is no
written contract between the Depart-
ment and the contractor.

(f) Adatation of language. Such nec-
essary changes in language may be made
-in the equal opporhmity clauses as shall
be appropriate to identify properly the
parties and their undertakings.
§ 130.20 Exemptions.

(a) General--) Transactions of
$10,000 or under. Contracts and subcon-
tracts not exceeding $10,000, other than
Government bills of lading, are exempt

from the requirements of the equal op-
portunity clause. In determining the ap-
plicability of this exemption to any fed-
erally assisted construction contract, or
subcontract thereunder, the amount of
such contract or subcontract rather than
the amount of the Federal financial as-
sistance shall govern. The Department,
applicants, contractors, and subcontrac-
tors shall not procure supplies or serv-
ices in less than usual quantities to avoid
applicability of the equal opportunity
clause.

(2) Contracts and subcontracts for in-
definite quantities. With respect to con-
tracts and subcontracts for indefinite
quantities (including, but not limited to,
open-end contracts, requirement-type
contracts, Federal Supply Schedule con-
tracts, "call-type" contracts, and pur-
chase notice agreements), the equal op-
portunity clause shall be included un-
less the purchaser has reason to believe
that the amount to be ordered In any
year under such contract will not exceed
$10,000. The applicability of the equal
opportunity clause shall be determined
by the purchaser at the time of award for
the first year, and annually thereafter
for succeeding years, If any. Notwith-
standing the above, the equal opportun-
ity clause shall be applied to such con-
tract whenever the amount of a single
order exceeds $10,000. Once the equal
opportunity clause Is determined to be
applicable, the contract shall continue to
be subject to such clause for Its duration,
regardless of the amounts ordered, or
reasonably expected to be ordered in any
year.

(3) Work outside the United States.
Contracts and subcontracts are exempt
from the requirements of the equal op-
portunity clause with regard to work
performed outside the United States by
employees who were not recruited within
the United States.

(4) Contracts with State or local gov-
ernments. The requirements of the equal
opportunity clause in any contract or
subcontract with a State or local govern-
ment (or any agency, instrumentality or
subdivision thereof) shall not be applica-
ble to any agency, instrumentality or
subdivision of such government which
does not participate in work on or under
the contract or subcontract. In addition,
State and local governments are exempt
from the requirements of filing the an-
nual compliance report provided for by
§ 130.50 and maintaining a written af-
firmative action compliance program
prescribed in §§ 130.30 and 130.35.

(b) Specific contracts and facilities not
connected with contracts. The equal op-
portunity clause will not be required to
be included in any contract or sub-
contract exempted by the Director under
the provisions of 41 CFR 60-1.5(b) (1)
or (2) provided such exemption has not
been withdrawn under the provisions of
41 CFR 60-1.5(d).

(c) National security. Any require-
ment set forth in the regulations in this
part shall not apply to any contract or
subcontract whenever the Secretary de-
termines that such contract or subcon-
tract is essential to the national security
and that its award without complying

with such requirement is necessary to
the national security. Upon making such
a determination, the Secretary will notify
the Director In writing within 30 days.
§ 130.25 Award of contracis.

(a) All Contracting Officers and all
officers who approve applications for
Federal financial assistance involving a
construction contract, shall prior to ap-
proval follow either of the procedures
in subparagraphs (1) or (2) of this
paragraph:

(1) Notify the Contract Compliance
Officer or appropriate Deputy as soon as
practicable of the impending award of
each nonexempt construction contract
in excess of $100,000, the name and ad-
dress of the prime contractor, antici-
pated time of performance, name and
address of each known subcontractor
and whether the prime contractor and
known subcontractors have:

(1) Participated in any previous con-
tract subject to the equal opportunity
clause, and

(ii) Filed with the Joint Reporting
Committee, the Director, an agency, or
the Equal Employment Opportunity
Commission all reports due under the
applicable filing requirements.

(2) Consult a list (supplied by the
Contract Compliance Officer) of con-
tractors who have previously been found
to be in noncompliance with equal op-
portunity requirements. In the event of
an impending award to any contractor
on such list, the Contract Compliance
Officer or appropriate Deputy shall be
advised and the procedures of para-
graph (b), (c), and (d) of this section
shall be followed.

(b) The Contract Compliance Officer
or appropriate Deputy shall review the
available Information relative to the
prospective prime contractor's equal op-
portunity compliance status and notify
the Contracting Officer or Approving Of-
ficer of any deficiencies found to exist.
A copy of such report shall be forwarded
to the Director.

(c) Contracting Officers or Approving
Officers shall: (1) Notify the bidder, of-
feror, or applicant of any deficiencies
found to e-its by the Contract Compli-
ance Officer or appropriate Deputy, and
(2) direct any bidder, offeror, or appli-
cant so notified to negotiate with the
Contract Compliance Officer and to take
such actions as the Contract Compliance
Officer may require.

Cd) The award of any such contract
shall be conditioned upon the Contract
Compliance Officer's notification to the
Contracting Officer or Approving Officer
that the bidder, offeror, or applicant has
taken action or has agreed to take action
satisfactory to the Contract Compliance
Officer, appropriate Deputy, or the head
of the agency as provided in § 130.55 (a).
Any such agreement to tahe action shall
be stated in the contract, if the Contract
Compliance Officer so requires.

(e) In the case of nonconstruction con-
tracts, all Contracting Officers shall:

(1) Notify the Contract Compliance
Officer as soon as practicable of the im-
pending award of each nonexempot, non-
construction Government contract in ex-
cess of $50,000, the name and address of
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the prime contractor, anticipated time
of performance, name and address of
each known subcontractor and whether
the prime contractor and known subcon-
tractors have:

(I) Participated in any previous con-
tract or subcontract subject to the equal
opportunity clause;

(ii) Filed with the Joint Reporting
Committee, the Director, an agency, or
the Equal Employment Oppartunity
Commission all reports due under the
applicable filing requirements; and

(ill) Developed and have on file at
each establishment affirmative action
programs pursuant to Part 60-2 of the
"rules and regulations."

(2) The Contract Compliance Officer
shall notify the Compliance Agency (des-
ignated pursuant to the Director's Order
No. 1 and 41 CFR 60-1.3(d)) of the im-
pending award of each contract cov-
ered by subparagraph (1) of this
paragraph. Based upon the information
furnished by the Compliance Agency, the
Contract Compliance Officer shall advise
the Contracting Officer to take such ac-
tion with respect to the impending award
as may be appropriate pursuant to the
rules, regulations, and relevant orders
of the Secretary of Labor and this Part
130.

(f) The invitation for bids for each
formally advertised nonconstruction
contract, shall include a notice, and De-
partment officials shall state at the out-
set of negotiations for each negotiated
contract, that if the award, when let,
should exceed the amount of $1 million,
the prospective contractor and his known
first-tier subcontractors with subcon-
tracts of $1 million or more will be sub-
ject to a compliance review before the
award of the contract. No such contract
shall be awarded unless a preaward com-
pliance review of the prospective con-
tractor and his knovm first-tier $1
million subcontractors has been con-
ducted by the Compliance Agency within
12 months prior to the award. If an
agency other than the Department is the
Compliance Agency, the Department will
notify the Compliance Agency and re-
quest appropriate action and findings in
accordance with this paragraph. In order
to qualify for the award of a contract,
a contractor and such first-tier subcon-
tractors must be found to be in compli-
ance pursuant to Part 60-2 of the "rules
and regulations."

(g) A preaward compliance review may
be conducted prior to award of contracts
in any case where the CCO has reason-
able grounds, based on a complaint, the
Department's own investigation, or
otherwise, to believe that the contractor
or subcontractor is unable or unwilling
to comply with the requirements of the
equal opportunity clause. (Such reviews
are in addition to those required pur-
suant to paragraph (f) of this section.)

§ 130.30 Affirmative action compliance
programs-non cons tru ction con-
tracts.

Order No. 4 (41 CFR Part 60-2), issued
by the Secretary of Labor, sets forth re-
quirements for the development of

RULES AND REGULATIONS

affirmative action compliance programs
for nonconstruction contractors.
§ 130.35 Affirmative action compliance

programs-construction contracts.

(a) Requirements o1 programs. The
Department or the applicant shall re-
quire each Federal or federally assisted
construction prime contractor on proj-
ects costing $1 million or more, regard-
less of the number of employees, and
each Federal or federally assisted con-
struction prime contractor and subcon-
tractor shall require each subcontractor
on projects costing $1 million or more
with a subcontract of $100,000 or more,
regardless of the number of employees, to
develop a written affirmative action com-
pliance progran.

(b) Purposes. The purposes of the
written affirmative action program are:

(1) To Identify areas of employment,
employment policies and practices which
require action by the contractor or sub-
contractor to assure equal employment
opportunity to all employees and appli-
cants for employment without regard to
race, color, religion, sex, or national
origin;

(2) To analyze these areas, policies,
and practices to determine what actions
by the contractor or subcontractor will
be most effective in assuring equal
opportunity; and

(3) To establish a plan to achieve em-
ployment opportunity through those ac-
tions identified as potentially most
effective.
§ 130.40 Prebid requirements and con-

ferences.

(a) In any area or for any class of
contracts designated by the Director, or
by the CCO, no bid invitations will be
issued for any Federal or federally as-
sisted construction contract unless such
bid invitation contains definite minimum
standards for affirmative action and a
statement that contractors and subcon-
tractors must meet such minimum stand-
ards to be eligible for award.

(b) Whenever the submission of a
written affi-mative action program Is re-
quired before the award of a contract,
definite minimum standards for such
program shall be incorporated in the bid
invitations or requests for proposal Issued
in connection with such contracts.

(c) When the Director or CCO so re-
quires, a prebid conference will be held
in which the minimum standards for
affirmative action will be explained to
those in attendance. All known prospec-
tive bidders will be notified of the date,
time, and place of the prebid conference.

(d) Bids which fail to meet the stand-
ards prescribed shall be deemed nonre-
sponsive and will not be considered for
award.

§ 130.45 Participation in areawido
equid employment opportunity pro-
grams.

Any contractor who is a participant
in, or is a member of an organization or
association which participates In, an
areawide equal employment opportunity
program which is approved by the De-

partment and the Office of Federal Con-
tract Compliance for the purpose of ef-
fectuating the goals of Executive Order
11246, may be deemed to be In compliance
with the order by virtue of such par-
ticipation and shall be exempt from the
requirement of developing and main-
taining a written affirmative action pro-
gram, unless required to do so under
the areawide equal employment op-
portunity program.
§ 130.50 Reports and other required in-

formation.
(a) Requirements for prime contrac-

tors and subcontractors. (1) Each prime
contractor shall file, and each prime con-
tractor and subcontractor shall cause Its
subcontractors to file annually, on or
before the 31st day of March, complete
and accurate reports on Standard Form
100 (EEO-1) promulgated jointly by the
Office of Federal Contract Compliance,
the Equal Employment Opportunity
Commission and Plans for Progrems or
such form as may hereafter be promul-
gated in Its place If such prime con-
tractor or subcontractor (I) is not exempt
from the provisions of the "rules and
regulations" In accordance with 41 CFR
60-1.5; (i1) has 100 or more employees;
(iii) is a prime contractor or first-tier
subcontractor; and (iv) has a nonexempt
contract, subcontract or purchase order,
serves as a depository of Government
funds, or Is a financial institution Whiclh
is an issuing and paying agent for U.S.
savings bonds and savings notes: Pro-
vided, That any subcontractor below the
first tier which performs construction
work shall be required to file such a re-
port if It meets requirements of subdivi-
sions (I), (i), and (iv) of this sub-
paragraph.

(2) Each person required by subpara-
graph (1) of this paragraph to submit
reports shall file such a report with the
Department within 30 days after the
award to him of a contract or subcon-
tract, unless such person has submitted
such a report within 12 months preceding
the date of the award. Subsequent re-
ports shall be submitted annually In ac-
cordance with subparagraph (1) of this
paragraph, or at such other Intervals as
the CCO or the Director may require.
The Department, with the approval of
the Director, may extend the time for
filing any report.

(3) The Director, the CCO, or the ap-
plicant, on his own motion, may require
a prime contractor or subcontractor to
keep employment or other records and
to furnish, n the form requested, within
reasonable limits, such Information as
the Director, CCO or the applicant deems
necessary for the administration of the
order.

(4) Failure to file timely, complete and
accurate reports as required constitutes
noncompliance with the prime contrac-
tor's or subcontractor's obligations under
the equal opportunity clause and is
grounds for the imposition by the De-
partment, the Director, an applicant,
prime contrector or subcontractor, of any
sanctions as authorized by the order and
the "rules and regulatlons" Any such
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failure shall be reported in writing to
the Director by the CCO as soon as prac-
ticable after it occurs.

(b) Requirements for bidders or pro-
spective contractors-() Previous re-
ports. Each bidder or prospective prime
contractor and proposed subcontractor,
where appropriate, shall state in the
bid or in writing at the outset of nego-
tiations for the contract: (i) Whether it
has developed and has on file at each
establishment affirmative action pro-
grams pursuant to 41 CFR Part 60-2;
(ii) whether it has participated in any

-previous contract or subcontract subject
to the equal opportunity clause and (ii)
if so, whether it has filed with the Joint
Reportihg Committee, the Director, an
agency, or the Equal Employment Op-
portunity Commission all reports due
under the applicable filing requirements.

(2) Additional information. A bidder
or prospective prime contractor or pro-
posed subcontractor shall be required to
submit suchinformation as the CCO, the
Deputy CCO, or the Director requests
prior to the award of the contract or sub-
contract. When a determination has been
made to award the contract or subcon-
tract to a specific contractor, such con-
tractor shall be required, prior to award,
or after the award, or both, to furnish
such other information as the Depart-
ment, the applicant, or the Director
requests.

(c) Use of reports. Reports filed pur-
suant to this section shall be used only
In connection with the administration
of the order and the Civil Rights Act of
1964, or in furtherance of the purposes
of the order and said Act.
§ 130.55 Compliance reviews.

(a) General. The purpose of a com-
pliance review is to determine if the
prime contractor or subcontractor main-
tains nondiscriminatory hiring and em-
ployment practices and is taking affirma-
tive action to ensure that applicants are
employed and that employees are placed,
trained, upgraded, promoted, and other-
wise treated during employment without
regard to race, color, religion, sex, or
national origin. It shall consist of a com-
prehensive analysis and evaluation of
each aspect of the aforementioned prac-
tices, policies, and conditions resulting
therefrom. Where necessary, recom-
mendations for appropriate sanctions
shall be made. Where deficiencies are
found to exist, reasonable efforts shall
be made to secure compliance through
conciliation and persuasion. Before the
contractor can be found to be in com-
pliance with-the order, it must make a
specific commitment, in writing, to cor-
rect any such deficiencies. The commit-
ment must include the precise action to
be taken and dates for completion. The
time period allotted shall be no longer
than the minimum period necessary to
effect such changes. Upon approval of
the Contract Compliance Officer, the
appropriate Deputy, or the Secretary of
such commitment, the contractor may
be considered in compliance, on condi-
tion that the commitments are faith-
fully kept: The contractor shall be noti-

fled that making such commitments does
not preclude future determinations of
noncompliance based on a finding that
the commitments are not sufficient to
achieve compliance.
(b) Regular compliance reviews. Each

Deputy Contract Compliance Officer shall
institute a program of regular compli-
ance reviews of those contractors and
subcontractors for which he is anslg-ned
responsibility.
(c) Special compliance rercw. The

special compliance review of bidders, ap-
plicants, offerors, contractors, or sub-
contractors will be conducted at the re-
quest of the CCO or the Director, OFCC
to determine compliance or ability to
comply with the order, the "rules and
regulations," these rules and regulations
and directives issued pursuant thereto.
(d) Reports-(1) Special complifance

review reports. A special compliance re-
view report shall be provided to the CCO
or the Director, OFCC, as directed.

2) Regular compliance review re-
ports. A report of each compliance review
shall be forwarded to the CCO within 30
days after the regular review Is con-
ducted unless otherwise provided.
(3) Preaward compliance review re-

port. A written report of every preaward
compliance review required by the "rules
and regulations," or otherwise required
by the Director including findings, will
be forwarded to the Director by the CCO
within 10 days after the award for a
postaward review.
(4) Additional reports. A written re-

port of every other compliance review
or any other matter processed by the
Department involving an apparent vio-
lation of the equal opportunity, clause
shall be submitted to the Director. Such
report shall contain a brief summary of
the findings, including a statement of
conclusions regarding the contractor's
compliance or noncompliance with the
requirements of the order, and a state-
ment of the disposition of the case, in-
cluding any corrective action taken or
recommended and any sanctions or pen-
alties imposed or recommended.
§ 130.60 Complaint procedure.
(a) Who may file complaints. Any

employee of any contractor or applicant
for employment with such contractor
may, by himself or by an authorized rep-
resentative, file In writing a complaint
of alleged discrimination in violation of
the equal opportunity clause. Such com-
plaint is to be filed not later than 180
days from the date of the alleged dis-
crimination, unless the time for filing Is
extended by the CCO or the Director
upon good cause shown.
(b) Where to file. Complaints may be

filed with the Director of OFCC or at any
HUD Regional or Area Office, FHA In-
suring Office or with the CCO. Any HUD
employee receiving a complaint shall
forward the complaint directly to the
CCO or his designee. The CCO shall
transmit a copy of the complaint to the
Director within 10 days after the receipt
thereof.
(c) Contents of complaint. (1) The

complaint should include the name, ad-

dress, and telephone number of the com-
plalnant, the name and address of the
prime contractor or subcontractor com-
mitting the alleged discrimination, a de-
scription of the acts considered to be
discriminatory, and any other pertinent
Information which will assist in the in-
vestination and rezolution of the com-
plaint. The complaint shall be signed by
the complainant or his authorized
representative.

(2) Where a complaint contains in-
complete information, the CCO shall seek
promptly the needed information from
the complainant. In the event such in-
formation Is not furnished to the CCO
within 60 days of the date of such re-
quest, the case may be closed.

(d) Investigatio s. For each com-
plaint filed against a prime contractor
or subcontractor for which HUD is the
Compliance Agency, the CCO shall in-
stitute a prompt investigation and shall
be responsible for developing a complete
case record. A complete case record con-
sists of the name and address of each
person interviewed, and a summary of
his statement, copies or summaries of
pertinent documents, and a narrative
summary of the evidence disclosed in the
investigation as it relates to each viola-
tion revealed. When a complaint is fled
against a prime contractor or subcon-
tractor for which the Department is not
the compliance agency, the COO shall
transmit the complaint to the Director
for disposition.

(e) Resolution of complaints. (1) If
the complaint investigation by the OCO
shows no violation of the equal opportu-
nity clause, he shall so inform the Di-
rector. The Director may request further
Investigation by the CcO.

(2) If any complaint investigation or
compliance review indicates a violation
of the equal opportunity clause, the mat-
ter should be resolved by Informal means
whenever pozsible. Such Informal means
may include the holding of a compliance
Lonference. Each prime contractor and
subcontractor shall be advised that the
resolution is subject to review by the Di-
rector, and may be disapproved If he
determine3 that such resolution is not
sufficient to achieve compliance.

(3) Where any complaint investiga-
tion or compliance review indicates a
violation of the equal opportunity clause
and the matter has not been resolved by
informal means, the CCO with the ap-
proval of the Director shall afford the
contractor an opportunity for a hearing.
If the final decision reached in accord-
ance with the provisons of § 60-1.26 of
the "rules and regulations" s that a
violation of the equal opportunity clause
has taken place, the CCO with the ap-
proval of the Director, may cause the
cancellation, termination, or suspension
of any contract or subcontract, cause a
contractor to be debarred from further
contracts or subcontracts, or may impose
such other sanctions as are authorized
by the order. 1

(4) When a prime contractor or sub-
contractor, without a hearing, shall have
complied with the recommendations or
orders of the CCO or the Director and
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believes such recommendations or orders
to be erroneous, he shall, upon filing a
request therefor within 10 days of such
compliance, be afforded an opportunity
for a hearing and review of the alleged
erroneous action by the CCO or the
Director.

(5) For reasonable cause shown, the
CCO may reconsider or cause to be re-
considered any matter on his own motion
or pursuant to a request.

(f) Report to the Director. Within 60
days from receipt of a complaint or with-
in such additional time as may be
allowed by the Director for good cause
shown, the CCO shall process a complaint
and submit to the Director the case
record and summary report containing
the following information:

(1) Name and address of the com-
plainant.

(2) Brief summary of findings, includ-
ing a statement as to the CCO's conclu-
sions regarding the contractor's com-
pliance or noncompliance with the re-
quirements of the equal opportunity
clause.

(3) A statement of the disposition of
the case, including any corrective action
taken and any sanctions or penalties im-
posed or, whenever appropriate, the rec-
ommended cofrective action and sanc-
tions or penalties.

§ 130.65 Hearings and sanctions.
(a) The Secretary with the approval

of the Director may convene formal or
informal hearings as he may deem ap-
propriate for inquiring into the status
of compliance by any prime contractor
or subcontractor with the terms of the
equal opportunity clause.

(b) The Secretary may propose or ap-
ply sanctions in the event of noncom-
pliance by a contractor or subcontractor
with the requirements of the equal op-
portunity clause, subject to the limi-
tations of the "rules and regulations,"
particularly § 60-1.27.

(c) The conduct of hearings and the
proposal and application of sanctions
shall be in accordance with the require-
ments of the order and of the "rules and
regulations."

§ 130.70 Intimidation and interference.
The sanctions and penalties contained

In Subpart D of the order may be exer-
cised by the CCO or the Director against
any prime contractor, subcdntractor or
applicant who fails to take all necessary
steps to ensure that no person intimi-
dates, threatens, coerces, or discrimi-
nates against any individual for the pur-
pose of interfering with the filing of a
complaint, furnishing information, or
assisting or participating in any manner
in an investigation, qompliance review,
hearing, or any other activity related to
the administration of the order or any
other Federal, State, or local laws re-
quiring equal employment opportunity.

§ 130.75 - Segregated facilities "certifi.
cate,

Prior to the award of any nonexempt
Government contract or subcontract or
federally assisted construction" contract

or subcontract, the Department or the
applicant shall require the prospective
prime contractor, and each prime con-
tractor and subcontractor shall require
each subcontractor, to submit a certifi-
cation, in the form approved by the Di-
rector, that the prospective prime con-
tractor or subcontractor does not and
will not maintain any facilities he pro-
vides for his employees in a segregated
manner, or permit his employees to per-
form their services at any location under
his control where segregated facilities
are maintained; and that he will obtain a
similar certification in the form approved
by the Director, prior to the award of any
nonexempt subcontract.

§ 130.80 Solicitations or advertisements
for employees.

In,solicitations or advertisements for
employees placed by or on behalf of a
prime contractor or subcontractor, the
requirements of paragraph (2) of the
equal opportunity clause shall be satis-
fied whenever the prime contractor or
subcontractor complies with any of the
following:

(a) States expressly in the solicita-
tions or advertising that all qualified ap-
plicants will receive consideration for
employment without regard to race,
color, religion, sex, or national origin;

(b) Uses display or other advertising,
and the advertising includes an appro-
priate insignia prescribed by the Direc-
tor. The use of the insignia is considered
subject to the provisions of 18 U.S.C.
701;

(c) Uses a single advertisement, and
the advertisement is grouped with other
advertisements under a caption which
clearly states that all employers in the
group assure all qualified applicants
equal consideration for employment
without regard to race, color, religion,
sex, or national origin;

(d) Uses a single advertisement in
which appears in clearly distinguish-
able type the phrase "an equal oppor-
tunity employer."
§ 130.85 Access to record of employ.

nent.
Each prime contractor and subcon-

tractor shall permit access during normal
business hours to his books, records, and
accounts pertinent to compliance with
the order, and all rules and regulations
promulgated pursuant thereto, by the
Department or the Director for purposes
of investigation to ascertain compliance
with the equal opportunity clause of the
contract or subcontract. Information ob-
tained in this manner shall be used only
in connection with the administration of
the order and the administration of the
Civil Rights Act of 1964, and in further-
ance of the purposes of the order and
that Act.

§ 130.90 Notices to be posted.
Contractors and subcontractors re-

quired to do so by paragraphs (1) and
(3) of the equal opportunity clause shall
post notices to be provided by the CCO.
Such notices shall be in compliance with

the requirements of § 60-1.42 of the
"rules and regulations."
§130.95 Program directives and la.

StlruclionIso

Appropriate program officials may
issue such directives, procedures, and
instructions as they consider necessary
to achieve equal employment opportunity
in programs administered by them, pro-
vided such issuances are not Inconsistent
with the provisions of the order, the
rules, regulations, and directives of the
Secretary of Labor or the Director, and
these regulations. A copy of such direc-
tives, procedures, and Instructions shall
be submitted to the CCO for approval
prior to Issuance.
§ 130.100 Effective date.

The regulations contained in this part
shall become effective December 31, 1071,
for all contracts, solicitations, invita-
tions for bids, or requests for proposals
which shall be sent by the Department
or an applicant on or after said effcctlve
date and for all negotiated contracts
which have not been exzecuted as of said
effective date.

Chapter II-Office of Assistant Secre-
tary for Housing Production and
Mortgage Credit-Fedoral Housing
Commissioner [Federal Housing
Administration]

Subchapter A-Gonoral
Part
200 Introduction.

Subchaptor B----Mortgago and Loan Insuranco
Programs Undor National Housing Act

201 Property improvement and mobile
home loans.

202 Class 3 property Improvement
loans.

202a Title I mortgage Insurance.
203 Mutual mortgage insurance and

insured home improvement
loans.

205 Mortgage insurance for land
development [Title X3.

207 Multifamily housing mortgage
insurance.

209 Individual homes; war housing
mortgage insurance (Sec. 603].

210 Multifamily projects; war housing
mortgage insurance [See. 608],

211 Single family project loans; war
housing mortgage insurance
[See. 6111.

213 Cooperative housing mortgage In-
surance.

215 Rent supplement payments.
220 Urban renewal mortgage insur-

ance and Insured Improvement
loans.

221 Low cost and moderate Incomo
mortgage insurance.

222 Servicemen's mortgage Insurance.
224 Armed services housing-military

personnel [See. 803].
225 Military housing Insurance [Sec.

803].
226 Armed services housing-civilian

employees [See. 809].
227 Armed services houslng-lm-

pacted areas [Sec. 8101.
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Part
228 Individual residences; national

defense housing mortgage in-
surance [Sec. 903).

229 National defense rental housing
mortgage insurance [See. 908).

231 'Housing mortgage insurance for
the elderly.

232 Nursing homes and intermediate
care facilities mortgage insur-
ance.

233 Experimental housing mortgage
insurance.

294 Condominium ownership mort-
gage insurance.

235 Mortgage insurance and assist-
ance payments for home owner-
ship and project rehabilitation.

236 Mortgage insurance and interest
reduction payments for rental
projects.

237 Special mortgage insurance for
low and moderate income fami-
lies.

238 Yield insurance [Sec. 7021.
240 Mortgage insurance on loans for

fee title purchase. *
241 Supplementary financing for in-

' sured project mortgages.
242 Mortgage insurance for hospitals.
244 Mortgage insurance for group

practice facilities [Title XII.
Subchapter C-Planning Assistance to Housing

Sponsors

270 Loan and grant assistance for
planning housing projects in
Appalachia.

271 Loan assistance for planning low
and moderate income housing.

Subchapfer D-Publicly Financed Housing
Programs

275 Low-rent public housing.
277- Loans for housing for the elderly

or handicapped,

279 College housing.

SUBCHAPTER A-GENERAL

PART 200-INTRODUCTION

Subpart A-Origin and Establishment

See.
200.1 Creation.
200.2 Status.
200.3 Purpose.
200.4 Meaning of term "Commlssioner.'

Subpart B-Functions and Programs

IN GE zMAL

200.5 Scope and nature of programs.
200.6 Applicatiofor lender approval.
200.7 Forms-for mortgage and loan insur-

ence.

HO= MORTGACE INSURANCE

200.10 One- to four-family homes.
200.11 Disaster damage to homes.
200.12 Suburban and farm homes.
20013 Homes for servicemen.
200.14 Homes for veterans.
200.15 Housing for civillan employees of

Armed Servies. NASA, and AEC.
200.19 Othir home mortgage asitance.

PZOJECT MO~rGAGE IN1uPMhZr

200.20 Rental projects.
20021 Housing for the elderly.
200.22 NursIng homes.

Sec.
200.21 Investment Insurance.
2002.5 Armed services housing-Impacted

areas.
20008 Condominium ownership.
200.27 Lanld development.
20028 Group practice facilities.
200.29 Other project mortgage asistance.

CoOr=AT Zv Housrmu I eU C

200.30 Cooperative projects.

Tfrren CoanTS A=m PAnSIt snro

200.31 Sites and facIltles for mobile
homes.

UJM=A REIMEWAL IJZNGE

200.32 Residential rehabilitation.

Low AmD Monr&&r Ixcovz Hous no

200.3 Low cost homes and moderate In-
come projects.

PuarCLY CoesmRucrM HouM.0 XSoXce
200 4 Miscellaneous type mortgages.

EU'ZRIIIZSTAL HOUaNsa INSUZLNes
20025 Experlmental housing.

Psoz r Immovzusm LoA2; INsu cxz
20028 Title I Improvement loans.
.200.9 Other Improvement loans.

Subpart C-Organization and Management
200.40 Commissoner.
200.4I - Admlnistratvo staff.
200.42 Principal divisions.
200.43 Regional Operations Commissioners.
200.44 Feld Office Directors.

Subpart D-43olegatons of Basic Authority and
Functions

D= ATIOMS TO PAISCULNU Posrrzo' s
200.50 Authority for delegations.
200.51 Acting Commilioner.
200.52 Deputy-Assistant Secretary.
200.52a Assistant Com-issioner for Field

Operations and Deputy.
200.52b Director of the Mortgage Insurance

Programs Support Division and
Deputy.

200.53 Director of the Publicly Financed
Programs Support Division and
Deputy.

200.54 Director of the Administrative Sup-
port Division and Deputy.

200.55 Asslstant Comm-sioner Property
Improvement and Deputy.

200.56 Asitant Commislioner Unsuhs-
dized Insured Housina Programs
and Deputy.

200.56a Director Single Family and Land
Development Division and Dep-
uty.

200.58 Director Multifamily Divlion and
Deputy.

2008a Chief of the Rental Housing Branch.
200.58b Chief of the Cooperative and Con-

dominium Branch.
200.58c Chief of the NursIng Homes and

Related Facilities Branch.
200.58d Chief of the Group Practices and

Nonprofit Hos-pitals Branch.
200.59 Assistant CommLmssoner SubsldLzed

Housing Proms and Deputy.
200.69a Director Publicly Financed Housing

Division and Deputy.
200.59b Chief -of the Low Rent Housing

Branch.
200.59o Chief of the College Housing As-

sistance Branch.
200.61 Director Subsdilzed Mortggo IuMr-

ance Division and Deputy.
200.61a [ Reerved]
200.61b [Res-rved]
200.61o [Reserved]

Stc.
200.61d Chief of the Homeownerahip As-

sstaico Branch.
200.62o Chief of the Mderly Housing Assist-

anca Branch.
200.01f Chief Multifamily Housing AssLt-

anco Branch.
200.6 Asistant Comissioner Technical

and Credit Standards and
Deput;y.

200.63 Director of the Architecture and
Engineering Division and Deputy.

200.G4 DIrc-tor Appraisal and Mge
Rlsk Divislon and Deputy.

200.65 Asd tant Comml:ioner Prozrams
and Deputy.

200.,a [Rezerved]
200.65b Director reonomic and M.rfaeet

Analysis Divison and Deputy.
200.0 Director of the Research and Statfs-

ties DivIsion and Deputy.
200.67 Director of the Program Division

and Deputy.
200.3 Ass-tant Comicssoner AdminL-

tration and Deputy.
200.70 Director of the Budget Division and

Deputy.
200.71 Director Participation and Compli-

ance Review Division and Dep-
uty; Previous Participation Re-
view Ocer.

200.72 Director of the Management and
Operations Assistance Division
and Deputy.

200.73 Assistant CommlssIoner for Reha-
blitation and Deputy.

200.77 Assistant Cmmldioner-Comptrol-
ler and Deputy.

200.78 Director Accounting Divilon and
Deputy.

200.70 Director Ins uranoe Divislon and
Deputy.

200.0 Director Fi al Di3vison and Deputy.
200.81 Director Procedures Division and

Deputiea.
20O.2 DIrector Financial Reports DivisIon

0 and Deputy.
2002 4 [Re ed]
200ZAa [Rezerved]
2002Ab Pleld Ofce Directors. Deputies. and

Asstants.
200240 Director of the Multifamily Hous-

Lug Insuring Office (New York).
200.84d [Reserved]
20240 Drecto., Compliance Coordination.

Dzr=Auos To Coonx=r
200J Executive Board.
200.85 "Security Conmlttee.
200.7 Marnagement Improvement Com-

mittea.
200289 Substantial Compliance Committee.
200.0 Finance Committee.
200.91 Operations A-alysi Policy Commit-

tee.
20022 Structural Dofects Committee.
200.93 Multifamily Partilcpatlon Review

Committee.
20024 Loan Asslutanco Committee.

20025 Felct Ofce Chiefs of Operations
and Assitants to the Directors.

20020 FMeld OMce Directors, Deputy Di-
rectors and Assistant irectars;
and Dlrector, Multifamily Hous-
Ing InsurIng OMce (New York).

200.97 ALtant Commissioner for Field
Op _ation- and Deputy; .ssit-
ant Comm-loner for Home
Mortgagee and Deputy; AssLtant
CommiLsoner for Property Im-
provement and Deputy; and the
AsLstant Commissioner for Multi-
faily Housing and Deputy and
Division Directora under their

Oupervizion.
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See.
200.98 Chief Underwriter and Deputy, Chief

Mortgage Credit Examiner and
Deputy, Chief Appraiser and Depu-
ty, Commitment Appraiser, and
Commitment Mortgage Credit Ex-
aminer.

200.99 Real Property Officer.
200.100 Closing Clerk.
200.103 Division Directors and their superi-

ors; Field office Directors, Depu-
ties, and Assistants, and others.

200.104 Classified Information Control Offl-
cer.

200.105 Personnel Security Officer and Dep-
uty.

200.106 Assistant Commissioner for Field
Operations and Deputy; HUD
Regional Administrators and As-
sistant Regional Administrators
for FHA; Directors, Deputy Di-
rectors, Assistant Directors, Ad-
ministrative Officers, Chief Clerks,
and Service OMce Supervisors in
FHA Field Offices; and Assistant
Comissioner for Administration
and Deputy.

200.107 National emergency-
200.108 Director Management and Opera-

tions Assistance Division and
Deputy.

200.109 Regional Administrators, Deputy
Regional Administrators, and the
Assistant Regional Administrator.
Region VIII (Denver), Housing
Production and Mortgage Credit.

200.110 Chief, Valuation Section, and Com-
mitment Appraiser.

200.111 Chief. Mortgage Credit Section, and
Commitment Mortgage Credit
Examiner.

200.112 Chief, Finance and Mortgage Credit
Section.

200.113 Assistant Director for Technical
Services.

200.114 Assistant Director for Single Fam-
ily Mortgage Insurance and
Deputy.

200.115 Program Manager and Multifamily
Housing Representative.

200.116 Director. Production Division, and
Deputy.

200.117 Director, Housing Services and
Property Management Division,
and Chief, Property Operations
Branch.

200.118 Area Director and Deputy Area
Director.

Subpart E-tortgage Insurance Procedures and
Processing

200.140 Scope of subpart.
200.141 Procedure in gefleral.

APPLzcATxoN For I~suaANcz
200.142 Form and filing.
200.143 Purpose and content.
200.144 Fees.
200.145 Technical analysis and underwrit-

ing processing.
200.146 Acceptance, rejection and recon-

sideration.

ComxrraTT For INsURANCE

200.147 Issuance of commitment.
200.148 Types of commitments.
200.149 Terms and conditions.

INsURANCE ENDOiSniT
200.150 Request for endorsement.
200.151 Final review.
200.152 Endorsement for insurance.

CLAMS FOR LOSSES
200.153 Presentation of claim.
200.16 Notice of default.
200.155 Claim requirements.
200.156 Settlement of claims.
200.157 Provisions and characterlaticaof

debentures.

Sec.
200.

200.

200.

200.

200.

200.
200.
200.
200.

200.
200.
200.

RULES AND REGULATIONS

158 Applicability of Treasury regula-
tions to debenture transactions.

159 Relief on account of lot, stolen, de-
stroyed, mutilated or defaced
debentures.

160 Redemption of debentures prior to
maturity.

161 Administration of debenture trans-
actions.

162 Certificates of claim.

Subpart P-Proporty Improvement Loan
Proceduros and .Procossing

LOAN TRiANSAcTION

165 Lender's application for Insuranca.
166 Lending area.
167 Credit investigation of borrower.
168 Other requirementa for a Property

Improvement loan.
169 Direct borrower loans.
170 Loan through a dealer.
171 Notice to borrower.

Dsnuoszpe

200.172 Disbursement of proceeds to debler.
200.173 Disbursement of procees to bor-

rower.

RnFORT AID R SERVE

200.174 Report of loans.
200.175 Insurance charge.
200.176 Insurance reserves.-

CLASs Foa woz O Loss

200.177 COains for payment.
200.178 Amount of claim.
200.179 Establishment of account.

Subpart G-Official Records [Reservedi

Subpart H-Enforcement Remedies

REFUSAL O PARTICIPATION

200.190 Authority of Director.
200.191 Notice.
200.192 Hearing, request.
200.193 Hearing, time and place.
200.194 Determination.
200.195 Reclssion and reinstatement.

UNSATLSFACTlR y Rm DxE =ATIoN

200.200 Basis of action.
200.201 Invitation to conference.
200.202 Determination notice.
200.203 Reinstatement.

TrrLE I PRECAUTIoNAuv Mz&sznxs

200.205
200.206
200.207
200.208

Subpart

200.300

200.305
200.310

200.315

200.320

200.325

200.335
200.840
200.345
200.350

200.355

Basis of action.
Inquiry notice and explanation.
Determination.
Rescinding actions.

i-Nondiscrimination and Fair Housing

Nondiscrimination and fair housing
policy.

Notice to public.
Definition of "discriminatory prac-

tice".
Prohibition against discriminatory

practice.
Subdivision report and multifamily,

land development, and group
practice facilities preapplication
analysis.

Corporate charters and regulatory
agreements.

Provisions in legal instruments.
Complaints and hearings.
Sanctions.
Appeals from findings of Field
Office Directors.
Reinstatement.

Subpart J-Equal Employment Opportunity
200.400 Purpose.
200.405 Notice to public.
200.410 Definition of term "applicant".

Sec.
200.415 Agreement of applicant.
200.420 Equal opportunity clauso to bo in-

cluded In contracts and sub-
contracts.

200.425 flemptions.
200.430 Sanctions.

Subpart K-CorroctIon of Structural Defects
200.500 Purposo.
200.502 Application for assltanco,
200.505 Nature of defect.
200.507 Eligibility requirements,
200.510 Typo of aslotanco.
200.612 Subrogation by mortgagor.
200.515 Right and finality of determination.

Subpart L-Corrcction of Structural or Other Do-
fects in Homes Covered by Mlortgago Insurance
Under Section 235

200.517 Purpose.
200.520 Application for aUsistance.
200.522 Eligibility for consideration.
200.527 Consideration for awistaneo.
200.533 Right and finality of determination.

Subparts t,1-Q [Reserved]

Subpart R-Claims Collection Standards
200.900 Gonoral collection standards.
20005 Collection of titlo I accounts.

AuTnosrr : The provisions of this Part 200
I sued under co. 2,48 Stat. 1240, as amended,
eec. 211, 62 Stat. 23, as amended, coo. 007, 511
Stat. 61, as amended, vzo. 712, 60 Stat. 1281,
as amended. sec. 907, 05 Stat. 301, as amend-
ed, sec. 807, 69 Stat. 651, as amended 12
U.S.C. 1703, 1715b, 1742, 1747kr, 1748f. 1760f.

Subpart A-Origin and Establishment
§ 200.1 Creation.

The Federal Housing Administration
(frequently referred to herein as the
FHA) was originally created by the Na-
tional Housing Act, approved Juno 27,
1934 (48 Stat. 1246; 12 U.S.C. 1702). On
November 9, 1965, by operation of the
Department of Housing and Urban Do-
velopment Act, approved September 9,
1965 (79 Stat. 667), the FHA was trans-
ferred to the Department of Housing and
Urban Development.

§ 200.2 Status.
The Federal Housing Admnistration

Is an organizational unit vdthin the Da-
partment of Housing and Urban Devel-
opment.
§ 200.3 Purpose.

The Federal Housing Administration
was established to encourage improve-
ment in housing standards and condi-
tions, to provide an adequate home fi-
nancing system by Insurance of housing
mortgages and credit, and to exert a
stabilizing influence on the mortgage
market.
§200.4 Meaning of term "Connis-,

sioner".

Effective January 18, 1960, the term
"Commissioner," as used in this chapter,
shall have the following meaning:

(a) Where the term appears in con-
nection with the conveyance or assign-
ment of real or personal property, it shall
be deemed to refer to the Secretary of
Housing and Urban Development.

(b) Where the term appears in con-
nection with instances other than tot
forth in paragraph (a) of this ection,
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it shall be deemed to refer to the Federal
Housing Commissioner acting on behalf
of the Secretary of Housing and Urban
Development.

Subpart B-Functions and Programs

IN GmumhAL
§ 200.5 Scope and nature of programs.

The Federal Housing Administration
does not make loans or build housing
but operates insurance programs under
the provisions of the National Housing
Act. The FHA provides insurance for pri-
vate lenders against loss on mortgages
financing homes, multifamily projects,
land development projects, and group
practice facilities projects and against
loss on loans for property improvements.
It also provides insurance f yields on
Investments in rental housing piojects.
All mortgage and loan transactions must
be acceptable to the Commissioner. The
various insurance programs are outlined
in §§ 200.10 through 200.39, and more
particularly described in other parts of
this chapter.
§ 200.6 Application for lender approval.

An application for approval, as a
mortgagee, as a loan correspondent or
as a Title I lending institution Is sub-
mitted on an appropriate form pre-
scribed by the Commissioner. These
forms may be obtained from any re-

-gional, area,' or insuring office or from
the Headquarters Office in Washington,
D.C. When fully executed the form is
submitted to the office having jurisdic-
tion for transmittal to the Headquarters
Office, Washington, D.C.

§ 200.7 Forms for mortgage and loan
insurance.

Forms and instructions for obtaining
assistance under each of the various
FHA mortgage and loan insurance pro-
grams may be obtained from any re-
gional, area, or insuring office. When
fully executed, forms are submitted to
the area or insuring office having juris-
diction of the area where the property
is located and for which insurance assist-
ance is requested.

HoxE M ORTGAGE INsuRACE

§ 200.10 One- to four-family homes.
(a) The FHA insures mortgages on-

one- to four-family dwellings. The maxi-
mum mortgage cannot exceed the lesser
of a dollar amount (which varies de-
pending upon whether the residence is
one-. two-, three- or four-family) and an
amount computed under a statutory for-
mula based on the ratio the loan bears

' to the appraised value of the property.
(b) The basic home mortgage insur-

ance program is authorized under Title
II1 section 203(b) of the National Hous-
ing Act and governed by regulations
contalnedinPart 203 of this chapter.

§ 200.11 Disaster damage to homes.
(a) The PHA insures mortgages given

to finance the replacement of homes de-
stroyed or extensively damaged by major
disasters. The maximum mortgage can-

not exceed the lesser'of a dollar amount
and an amount computed under a statu-
tory formula based on the ratio the loan
bears to the appraised value of the
property.

(b) This program is authorized under
Title 31L section 203(h) of the National
Housing Act and governed by regula-
tions contained in Part 203 of this
chapter.
§200.12 Suburban and farm homes.

(a) The FHA insures mortgages on
single-family owner-occupied homes lo-
cated in sparsely populated nonurban
areas and farm areas. The land on which
the house is located must be adjacent
to a public highway. The maximum
mortgage cannot exceed the lesser of a
dollar amount and an amount computed
under a statutory formula based on the
ratio the loan bears to the appraised
value of the property.

(b) This program is AuthorLzed under
Title 11, section 203(l) of the National
Housing Act and governed by regulations
contained in Part 203 of this chapter.
§ 200.13 Homes for servicemen,

(a) The FHA insures mortgages on
single-family dwellings owned and oc-
cupied by servicemen on active duty with
the Armed Forces or the Coast Guard.
The maximum mortgage cannot exceed
the lesser of a dollar amount and an
amount computed under a statutory
formula based on the ratio the loan
bears to the appraised value of the prop-
erty. Certification by the Secretary of
Defense (or the Secretary of Trans-
portation for Coast Guard personnel)
is required to the effect that the serv-
Iceman requires housing and that he Is
and has been for more than 2 years on
active military duty.

(b) This program is Authorlzed under
Title Ir, section 222 of the National
Housing Act and governed by regulations
contained In Part 222 of this chapter.
§ 200.14 Homes for veterans.

(a) The FHA insures mortgages on
single-family dwellings owned and oc-
cupied by veterans. To qualify as a vet-
eran, the mortgagor must have served
90 days or more on active duty in the
armed forces of the United States and
have been discharged or released there-
from under conditions other than dishon-
orable. Extra hazardous duty for a pe-
riod of less than 90 days will also qualify
a mortgagor as a veteran. The maximum
mortgage cannot exceed the lesser of a
dollar amount and an amount computed
under a statutory formula based on the
ratio the loan bears to the appraised
value of the property. The program
offers lower downpayment mortgage
financing for the veteran than Is avail-
able under the regular home mortgage
insurance program described In § 200.10.

(b) This program is authorized under
title I, sections 203 and 220 of the Na-
tional Housing Act and title VIE!, section
809 of such Act. The applicable regula-
tions are contained in Parts 203, 220, and
226 of this chapter.

§ 200.15 Housing for civilian employees
of the Armed Services, NASA, and
AEC.

(a) The FHA Insures mortgages cover-
ing purchases of one- to four-family
homes by civilian employees of an Armed
Services or National Aeronautics and
Space Administration research and de-
velopment installation and by civilian
and military personnel employed oras-
signed to duty at an Atomic Energy Com-
mission research and development In-
stallation. The maximum mortgage can-
not exceed the lesser of a dollar amount
and an amount computed under a statu-
tory formula based on the ratio the loan
bears to the appraised value of the prop-
erty. Certification by the Secretary of
Defense, the Administrator of the NASA
or the Chairman of the AEC, as appropri-
ate. is required regarding the status of
the mortgagor as an employee at the In-
stcllation (civilian employee or person on
military duty), the mortgagors need for
housing, the general need for housing
accommodations at the installation, and
the permanency of the personnel as-
signed to the installation. The Secre-
tary of Defense, the Administrator of the
NASA or the Chairman of-the AEC, as
appropriate, may be required to guar-
antee the insured mortgages, if the Com-
missioner determines ,that the housing
is not an acceptable risk.

(b) This proram Is authorized by sec-
tion 809 of the National Housing Act
and governed by the regulations con-
tained in Part 226 of this chapter.
§ 200.19 Other home mortgage assist-

ance.
The FHA offers other types of home

mortgage Insurance assistance in connec-
tion with programs under other titles of
the National Housing Act as indicated by
§§ 200.25, 200.26, 200.30, and 200.32
through 200.35 of this subpart.

Pnoirxcu MolTMIGS IZsuRACE
§ 200.20 Rental projects.

(a) The PEA insures mortgages, In-
cluding advances made during construc-
tion, on rental projects of eight or more
units developed either by a private or
public mortgagor. The statute prescribes
a maximum mortgage determined by a
dollar amount, an amount computed
under a formula based on the ratio the
loan bears to the appraised value of the
property and a varying amount depend-
Ing upon the number of bedrooms In
each dwelling unit.

(b) The basic rental housing project
mortgage insurance program is author-
Ized under section 207 of the National
Housing Act. The regulations govern-
ing this activity are contained in Part
207 of this chapter.

§ 200.21 Housing for the elderly.
(a) The FHA insures mortgages, In-

cluding advances made during construe-
tion, on housing projects for the elderly
developed by a private, profit-making
mortgagor or a nonprofit organization, a
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r ederal or State instrnentality, a mu-
nicipal corporation, or a nonprofit de-
velopment or housing corporation. Pref-
erence for occupancy in such projects
is required for elderly persons 62 years
of age or over and for the physically
handicapped. The statute prescribes a
maximum mortgage determined by a
dollar amount, an amount computed un-
der a formula based on a ratio the loan
bears to the replacement cost of the
property, and a varying amount depend-
ing upon the number of bedrooms in each
dwelling unit.

(b) This program is authorized under
section 231 of the National Housing Act
and governed by the regulations con-
tained in Part 231 of this chapter.
§ 200.22 Nursinghomes.

(a) The FHA insures mortgages, in-
cluding advances made during construc-
tiqn, on nursing homes either of the
proprietary or nonpr~ofit type. The stat-
ute prescribes a maximum mortgage
determined by a dollar amount and an
amount computed under a formula
based on a ratio the loan bears to the
estimated value of the property.

(b) This program is authorized under
section 232 of the National Housing Act
and governed by the regulations con-
tained in Part 232 of this chapter.
§ 200.24 Investment insurance.

(a) In order to encourage investment
in debt-free rental housing for families
of moderate income the FHA insures the
minimum amortization 6harge of 2 per-
cent of the established investment (in-
cluding all approved costs prior to initial
occupancy) and a fixed annual return on
the outstanding investment in an eligible
project.

(b) This program is authorized under
title WI of the National Housing Act
and governed by Part 238 of this chapter.
§ 200.25 Armed services housing-im.

pacted areas.
(a) The FHA insures mortgages on

rental and sales housing projects de-
veloped for military personnel and es-
sential civilian employees of the armed
services or Coast Guard, employeei of
contractors for the armed services or
Coast Guard, and essential personnel
employed or assigned to duty at a re-
search or development installation of
the National Aeronautics and Space Ad-
ministration or the Atomic Energy, Com-
mission or employees of a contractor of
NASA or AEC who are employed at a
research or development installation.
The statute prescribes a maximum mort-
gage determined by a dollar amount and
an amount computed under formulas.
which differ for the rental and sales
projects, based on the ratio the loan
bears to the appraised value of the prop-
erty. In rental projects, there is an ad-
ditional limitation based on the number
of bedrooms in each dwelling unit. Pro-
vision is included for the insurance of the
mortgages financing the purchase of the
individual dwelling units in a sales
project.

(b) This program Is authorized under
title VIII, section 810 of the National

RZULES AN\D 212GULATITONS

Housing Act and governed by regulations
contained in Part 227 of this chapter.

200.26 Condominium ovnership.
(a) The FHA insures mortgages, in-

cluding construction advances, on multi-
family housing projects developed with
the intention of converting, upon con-
struction, to a plan of apartment owner-
ship. under which the family units in the
project are sold to individual owners. In
addition, insurance is provided for mort-
gages financing the purchase of the in-
dividually owned apartment units.

(b) The maximum mortgage is com-
,puted as follows:

(1) Multifamily housing project mort-
gages are limited to the lesser of a dollar
amount, an amount computed under a
statutory formula based on the ratio the
loan bears to the replacement cost of the
project, or an amount based on the num-
ber of bedrooms in each dwelling unit.

(2) Individual mortgages on the apart-
ment units are limited to the lesser of a
dollar amount and an amount computed
under a statutory formula based on the
ratio the loan bears to the appraised
value of the apartment wait.

(c) This program Is authorized under
section 234 of the National Housing Act.
The applicable regulations are contained
in Part 234 of this chapter.
g 200.27 Land development.

(a) The FHA insures mortgages for
land development In connection with sub-
divisions and new communities. This au-
thorization is designed to assist private
enterprise by enabling private develop-
ers to purchase raw land and develop It
to provide a steady supply of Improved
building sites in an orderly and economi-
cal. manner. The type of Improvements
to be installed by the developer and which
may be financed with the mortgage pro-
ceeds includes installations for water
lines, water supply, sewage disposal; for
complete water or sewerage systems;
roads, streets, curbs, gutters, sidewalks,
and storm drains. The total outstanding
principal of mortgages, involving a sin-
gle land development undertaking, shall
at no time exceed a dollar amount pre-
scribed by statute. The statute further
prescribes a maximum mortgage deter-
mined by the ratio the loan bears either
to, the value of the property after com-
pletion of the land development or the
value before' proposed development plus
the cost of such development. The mort-
gage has a fixed maturity which may be
extended where the financing of a water
or sewerage system or of a new com-
munity is involved.

(b) This program is authorized under
title X of the National Housing Act and
governed by regulations contained In
Pait 205 of this chapter.
§-200.28 Group practice facilities.

(a) The FRA insures mortgages to
make credit available on reasonable
terms to finance construction and equip-
ment of medical, dental and optometric
group practice facilities. The sponsoring
,group or organization may be either
profit motivated or nonprofit, but the
mortgagor entity must be nonprofit. It

may operate the propesed facility or
lease It to a professional group, either
profit or nonprofit. The professional
group, of not less than fivo phyclans
or not less than three dentists and op-
tometrists, all on a full-time schedule,
shall have the Intention and capability
of providing preventive and diagnosnti
treatment services of a comprehensivo
nature under a coordinated program with
payment for such services on either a
prepayment or fee-for-service basls. The
25-year mortgage rhall not exceed tho
lesser of a dollar amount or an amount
computed under a statutory formula
based on .p ratio the loan bears to the
estimated value of the property, Includ-
ingequipment.

(b) The program Is authorized under
title 2 of the National Houing Act and
governed by regulations contained In
Part 244 of this chapter.
§ 200.29 Other project mortgage as-h4t.

alnce,
The FHA offers other type. of project

mortgage insurance in connection with
programs under other titles of the Na-
tional Housing Act as Indicated by
9§ 203.30 through 200.35 of this Gubpart,

Coori riv HouSmz= Iiisu iceo
§ 200.30 Cooperative projects.

(a) The FHA. insures mortgages, In-
cluding construction advances, on coop-
erative housing projects. The mortgagor
may be a nonprofit cooperative owner-
ship housing corporation or trust, the
permanent occupancy of the dwelllnga
being restricted to members of the cor-
poration or beneficiaries of the trt
(management type project), or a non-
profit corporation or trust organized for
the purpose of building homes for mem-
bers (sales type project) or a corporate
Investor that certifies to the FM Its In-
tention of selling the project to a coop-
erative group within 2 years after com-
pletion (investor-sponsor project). In ad-
dition, the PHA insures supplementary
cooperative loans to a nonprofit coop-
erative project for Improvements or
repairs to property which Is already
covered by an -Lnsured project mort-
gage or for community facilities neces-
sary to serve the occupants of such proj-
ects or to finance cooperative purchases
and resales of membership.

(b) The maximum mortgage on proJ-
ect type housing cannot excccd the lc=r
of a dollar amount or an amount com-
puted under a statutory formula bacd
on a ratio the lonn bears to the replace-
ment cost of the property. In the case of
sales type projects, provision is made for
the release of the individual proporti.s
from the blanket project mortgage, end
the insurance of the Individual mortgage
covering the individual dwelling with the
principal amount limited to the unpill
balance of the blanket mortgage allocable
to the individual property as of the dato
of the release. In the case of a supple-
mentary cooperative loan, the loan In
basically limitcd to an rmount which
when added to the outstanding mortgage
Indebtedness create3 a total indebtedness
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which does not exceed the original prin-
cipal obligation of the mortgage. The
total indebtedness created by the supple-
mentary cooperative loan may exceed the
original principal obligation where im-
provements or additional community fa-
cilities are involved, provided such total
does not exceed the mortgage amount
which would be eligible for insurance if
the original mortgage were to be replaced
with a new insured mortgage refinancing
the existing indebtedness and financing
the improvements.

(c) This program is authorized under
Title II, section 213 of the. National
Housing Act and governed by regulations
contained in Part 213 of this chapter.

Ta A=a CouRTs AND PAmts 1NSURA cE
§ 200.31 Sites and facilities for mobile

homes.
(a) The FHA Insures mortgages on

trailer courts and parks. The mortgage
transaction must be acceptable to the
Commissioner and the maximum mort-
gage cannot exceed an amount computed
under a statutory formula based on a
ratio the loan bears to the estimated
value of the property after the Improve-
ments are completed. The insurance
applies to mortgages on sites andjacil-
ities but not on the trailers themselves.
The court or park must have at least
fifty spaces on one site designed, for
rental use for trailers or mobile homes
and must meet minimum requirements
designed to improve the living conditions
of the occupants.

(b) This program is authorized under
Title IL section 207 of the National
Housing Act and governed by regulations
contained in Part 207 of this chapter.

URBAN RENEwAL INsuRANcz
§200.32 Residential rehabilitation.

(a) In urban renewal areas, the FHA
insures mortgages on dwellings designed
principally for residential use by not
more than 11 families and on multifamily
rental projects. The mortgages may be
for financing the rehabilitation of exist-
ing salvable housing (including the re-
financing of existing indebtedness) or for
the replacement of slums with new hous-
ing. Insurance on multifamitly-proJect
mortgages may include coverage of con-
struction advances.

(b) The determination of maximum
mortgage is governed by the following:

(1) On a 1- to 11-family dwelling the
mortgage Is limited to the lesser of a
dollar limitation, governed by the num-
ber of residences in the dwelling, or a
ratio of loan to the estimated replace-
ment cost established under a statutory
formula. Where rehabilitation is in-
volved, an additional adjustment in the
maximum mortgage is made on the basis
of the estimated cost of rehabilitation
and the estimated value of the property
prior to rehabilitation. Where refinancing
is involved, a further adjustment is made
on the basis -of the amount required to
pay off the outstanding indebtedness.

(2) On a multifamily project, the
mortgage is limited to the lesser of:

RULES AND REGULATIONS

(I) A dollar amount.
(iI) An amount computed under a

statutory formula based on a ratio the
loan bears to the replacement cost of
the property with an additional adjust-
ment made where the project involves
rehabilitation and/or refinancing. Where
rehabilitation is involved, the mortgage
is adjusted on the basis of the estimated
cost of rehabilitation and the estimated
value of the property prior to rehabilita-
tion. Where refinancing is involved, a
further adjustment is made on the basis
of the amount required to pay off the
outstanding Indebtedness.

(III) An amount based on the number
of bedrooms in each dwelling unit.

(c) This program Is authorized under
Title Ir, section 220 of the National
Housing Act and governed by regulations
contained In Part 220 of this chapter.

Low AND MODERATE INcoME- Housm
§ 200.33 Low cost homes and moderate

income project&
(a) The FHA insures mortgages on

low cost 'homes for low and moderate
income families with speclal terms avail-
able to families displaced from an urban,
renewal area, or as a result of govern-
mental action, or as a result of a disaster
determined by the President to be a
major disaster. Also, mortgages are in-
sured by the FHA, including construction
advances, on projects for moderate in-
come families involving profit, nonprofit,
public, limited distribution and coopera-
tive mortgagors. Projects must be lo-
cated In a community which the Secre-
tary of Housing and Urban Development
has approved and certified to the PHA
as having a workable program designed
to eliminate slums and prevent the
spread of urban blight. Projects meeting
special criteria may be insured at a below
market Interest rate. Eligibility for oc-
cupancy of a project financed with a
below market interest rate mortgage Is
limited to families and elderly or handl-
capped individuals having an income
below the income ceiling established by
the Commissioner for the area in which
the project is located.

(b) The maximum mortgage on a low
cost home Is limited to the lesser of the
value of the property or a dollar amount
which depends on whether a one-, two-,
three- or four-family residence Is in .
volved. Where rehabilitation is involved,
an additional adjustment in the maxi-
mum mortgage Is made on the basis of
the estimated cost of rehabilitation and
the estimated value of the property prior
to rehabilitation. The maximum mort-
gage on a multifamily project Is limited
to the lesser of:

(1) A dollar amount
(2) An amount computed under a

statutory formula based on a ratio the
loan bears to the replacement cost of
the property with an additional adjust-
ment made where the project involves
rehabilitation. In such instances, the
mortgage is limited to the estimated cost
of rehabilitation plus the estimated value
of the property prior to rehabilitation.
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(3) An amount based on the number
of bedrooms in each dwelling unit.

(c) This program Is authorized under
title IA section 221 of the National Hous-
ing Act and governed by regulations con-
tained in Part 221 of this chapter.

PUBLCCLY CONSmUCTED Ho---USM

200.34 Miscellaneous type mortgages.
The FA Insures mortgages financing

purchase of certain types of permanent
housing sold by Federal and State Gov-
ernments, including the first resale.
This program Is authorized under Title
II, section 223 of the National Housing
Act and governed by regulations set out
in connection with each of the applicable
Insurance programs.

Erunnniz=x Housmac INSURANrCE
§ 200.35 Experimental housing.

(a) The FHA. Insures mortgages on
home and multifamily properties that
incorporate 3ew or untried construction
concepts aimed at reducing housing costs,
raising living standards, quality, liva-
bility or durability, or improving neigh-
borhood deign The program contem-
plates the utilization and testing of
advanced technology in housing design,
materials, or products so as to contribute
to the foregoing objectives. Mortgages or
Improvement loans that meet the eligi-
bility requirements for Insurance under
any of the various PEA title I home or
project mortgage programs may be eligi-
ble for Insurance under the experimental
housing section of the Act, provided the
proposed construction meets applicable
eligibility and property standards for the
section of the Act under which it Is to be
processed. The maximum mortgage can-
not exceed an amount computed under a
statutory formula based on a ratio the
loan bears to the estimated cost of re-
placing the property using comparable
conventional design, materials and con-
struction.

(b) This program is authorized under
section 233 of the National Housing Act
and governed by the regulations con-
tained in Part 233 of this chapter.
Pnoexnz Iw.ovE LOAN INsuRmsc
§ 200.38 Title I improvementloans.

(a) The PEA insures financial insti-
tutions against loss on short term loans
(5 to 7 years) made to finance altera-

.tions, repairs and improvements to exist-
Ing structures and the building of small
new Ltructures for nonresidential use. To
be eligible, the existing structures must
have been completed at least 90 days
prior to the loan application.

(b) This program is authorized under
title 1; section 2 of the National Housing
Act and governed by regulations con-
tained in Part 201 of this chapter.
§200.39 Oiler improvement loans.

(a) The FHA Insures financial inst"
tutons against loss on long-term (20-'
year) loans made to finance the repai1
restoration, rehabilitation, converslon6|
alteration, enlargement or remodeling ofj
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individual homes or multifamily struc-
tures. To be eligible, the structures must
be not less than 10 years old,except where
the loan is to be used for major struc-
tural improvements or to correct defects
not known at the time of completion of
the structure or where the structure has
been damaged by fire, flood, windstorm,
or other casualty. The loans may also be
used by a borrower to pay municipal as-
sessments for public improvements ad-
jacent to or in the vicinity of the bor-
rower's property. The loan amount is
basically limited to the estimated cost of
the improvements or a dollar maximum
amount per family unit. There is an ad-
ditional limitation on the loan amount
based on the lesser of the following:

(1) The amount of the Improvement
loan added to the outstanding indebted-
ness.

(2) The maximum insurable loan for
refinancing the existing indebtedness
and financing the cost of Improvements.

(b) This program is authorized under
title II, sections 203(k) and 220(h) of
the National Housing Act and governed
ty regulations contained in Parts 203
and 220 of this chapter.-

Subpart C-Organization and
Management

§ 200.40 Commissioner.

The Federal Housing Administration
is headed by a Commissioner who is an
Assistant Secretary in the Department
of Housing and Urban Development and
who has been designated by the Secre-
tary to serve as Assistant Secretary for
Housing Production and Mortgage Credit.
Each Assistant Secretary of the Depart-
ment is appointed by the President by
and with the advice and consent of the
Senate.
§ 200.41 Administrative staff.

The principal administrative staff of
the FHA includes the Deputy Assistant
Secretary, the Executive Assistant Com-
missioner, and Assistant Commissioners,
whose respective duties and areas of
authority are indicated by their titles.
§ 200.4-2 Principal divisions.

Various Divisions have been estab-
lished In the Headquarters office at;
Washington, D.C. which are altered as
programs, authority and duties are
changed from time to time.
§ 200.43 Regional Operations Commis-

cioners.

The territory served by the Federal
Housing Administration is divided into
geographical regions comprised of a
group of field insuring offices. Each re-
gion is headed by a Regional Operations
Commissioner who is responsible to the.
Assistant Commissioner for Field Oper-
ations for the supervision, direction and
coordination of all functions and respon-
sibilities of the several officers within the
Jurisdiction established for the particular
region.

§ 200.44 Field Office Directors.
Each of the insuring offices is man-

aged and supervised by a Director who

is the operating head thereof and the
representative of the FHA In the terri-
tory served by the insuring office. The
Director is also responsible for the ad-
ministration of those of the various
service offices or valuation stations estab-
lished In his territory.

Subpart D-Delegations of Basic
Authority and Functions

DLEGATIONS TO PARTICULAR POSITIONS

§ 200.50 Authority for delegations.
Ca) Section 5(a) of the Department

of Housing and Urban Development Act
(79 Stat. 667) transferred to and vested
In the Secretary all of the functions,
powers, and duties of the Federal Hous-
ing Commissioner and the Federal
Housing Administration which existed
prior to November 9, 1965.

(b) Section 1 of title I of the National
Housing Act, the authority under which
the Commissioner and the Federal Hous-
ing Administration operated prior to
November 9, 1965, provides In part as
follows:

* * * In order to carry out the provisions
of this title and titles r, III, V1, VII VIII, IX,
and X, the Commissioner may establish such
agencies, accept and utilize such voluntary
and uncompensated services, utilize such
F ederal officers and employees, and, with the
consent of the State, such State and local
officers and employees, and appoint such
other officers and employees as he may find
necessary, and may prescribe their authori-
ties, duties, responsibilities, * 0 *. The
Commissioner may delegate any of the
functiona and powers conferred upon him
under this title and titles Ir, E, VI. VI,
VIII, IX, and X to such ofiers, agent3 and
employeea as he may designate or ap-
point 0 0.

(c) Section 7(d) of the Department of
Housing and Urban Development Act (79
Stat. 667) provides in part as follows:

The Secretary may delegate any of hia
functions, powers, and duties to such officers
and employees of the Department ab he may
designate, may authorize such succe-sivo
redelegations of such functions, powers, and
duties as he may deem desirable, and may
make such rules and regulations as may ho
necessary to carry out his functions, powers,
and duties 0 0 0.

(d) Interim Order II effective Janu-
ary 18, 1966 (31 P.R. 815) provides In
part as follows: The offices or positions
and organizational units In the Depart-
ment shall include, In addition to those
otherwise prescribed:

Respective organaitfonal
Offcs or position uni

Federal Hosing Federal Housing Adn-
Commlssoner. intration.

Each officer or employee appointed to, or
designated to act in, the office or position
listed immediately above, and each orga-
nizational unit so listed s hereby author-
ized to exercise the functions, powers,
and duties vested ifi, or'delegated or as-
signed to, the office or position or officer
or employee or organizational unit hav-
ing the same title immediately prior to
the effective date of the Act, and to re-
delegate and authorize successive redele-
gations of such authority to the extent

empowered under authority vceted, dele-
gated, or assigned immediately prior to
the effective date of the Act. Authority
delegated herein or rcdelegatcd here-
under shall be exercised in the name of
the Secretary, except that authority dele-
gated to the Federal Rousinug Commlu-
stoner or the Public Housing Comnis-
stoner may be exercised in the nme of
the Federal Housing Commisoioner or the
Federal Housing Administration, or the
Public Housing CommInsoner or the
Public Housing Administration, respec-
tively, and any actions taken under thin
delegation or a redelegation hereunder
by or In the name of the Federal Houjing
Commissioner, Federal Housing Admin-
istration, the Public Housing Comml ,
stoner, or the Public Housing Adminis-
tration, shall be deemed to be the action
of the Secretary.

(e) Section 207 of the Appalachian
Regional Development Act of 1065 au-
thorizes the Secretary of Housing and
Urban Development to make loan and
grants, under such terms and conditions
as he may prescribe, to nonprofit, limit-
ed dividend, or cooperative organiza-
tions, or to public bodies, for expensc
of planning and of obtaining an Inurcd
mortgage for a housing construction or
rehabilitation project, under gcetion on1
or 236 of the National Housing Act, In
any aret of the Appalachian region de-
termined by the Appalachian Regional
Commission to have significant poten-
tial for future growth. The Assistant Sec-
retary-Federal Housing Commissioner,
is, by delegation of authority from the
Secretary, authorized to exceuto the
powers and functions vested in the Sec-
retary by section 207 of the Appalachian
Regional Development Act of 1005, as
amended, and Is further authorized to
redelegate to one or more employeez un-
der his Jurisdiction any of the authority
delegated by the Secretary and to au-
thorize successive delegation thereof.

§ 200.51 Acting Commicoioner.

The Deputy Assistant Secretary, the
Executive Assistant Commissioner, the
Assistant Commissioner for Field Opera-
tions, the Assistant Commissioner for
Programs, the Assistant Commisloner
for Administration, and the Assi'stant
CommissIoner-Comptroller, in the order
named, are designated by the Aitant
Secretary-Commissioner to act In hia
place and stead in the event of his ab-
sence or inability to act, having the title
of "Acting Commissioner" with all the
powers, duties, and rights delegated to
the Assistant Secretary-Commlsloner by
the Secretary of Housing and Urban
Development.

§ 200.52 Deputy Aistant Secretary.

To the position of Deputy Asistant
Secretary there Is delegated the bplo au-
thority and functions and to act with
and for the Assistant Secretary-Commis-
sioner In the general administration of
the Federal Housing Administration, In
the determination of basic policy and In
the general supervision, direction and
coordination of all operations, activities
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and functions of the Federal Housing Ad-
inistration, with full authority at all

times to make any decision which the As-
sistant Secretary-Commissioner Is au-
thorized to make and to issue any order
which the Assistant Secretary-Commis-
sioner is authorized to issue.

§200.52a Assistant Commissioner for
Field Operations and Deputy.

To the position of Assistant Commis-
sioner for Yield Operations and under
his general supervision to the position of
Deputy Assistant Commissioner for Field
Operations there is delegated the fol-
lowing basic authority and functions:

(a) To act with the Commissioner In
the determination of basic policy and to
be a member of the Executive Board.

(b) To direct all field operations for
Housing Production and Mortgage Cred-
it--FHA, including insurance of mort-
gages and production of low-rent public
housing. Expedites housing production
by devel6ping production quotas and
goals for all stages of processing, main-
taining a record of accomplishments
related to goals, and arranging for tech-
nical assistance to the local offices as
needed.

(c) To be responsible for coordination
and general supervision of the Regional
Operations Commissioners.

(d) [Reserved]
(e) To take any action authorized to

be taken by any office or division within
his jurisdiction.

(f) To approve or disapprove the non-
collection or refund of fees, to extend the
period within which a mortgagee or
lender Is required to take action in order
to prevent the expiration of a multi-
family housing commitment or In order
to reopen an expired multifamily housing
commitment, and to approve or disap-
prove the retroactive reinstatement or
reopening of an expired multifamily
housing commitment.
§ 200.52b Director of the Mortgage In.

surance Programs Support Division
andDeputy.

To the position of Director of the
Mortgage Insurance Programs Support
Division and under his general super-
vision to the position of Deputy Direc-
tor of the Mortgage Insurance Programs
Support Division there is delegated the
following basic authority and functions:

(a) To expedite housing production
by developing production quotas and
goals for the mortgage insurance pro-
grams through all stages of processing,
by maintaining a continuing analysis of
accomplishments related to goals, and
by arranging for technical assistance to
the local offices as needed.
§ 200.53 Director Of the Publicly Fi.

nanced Programs Support Division
andDeputy.

To the position of Director of the Pub-
licly Fianced Programs Support Divi-
sion and under his general direction to
the Deputy Director of the Publicly 7l-
nanced Programs Support Division there
Is delegated the following basic authority
and functions:

(a) To expedite the production of
housing by developing quotas and goals
for the publicly-financed programs, in-
cluding low-rent public housing, college
housing, and Alaska housing, by main-
taining a continuing analysis of accom-
plishments related to goals, and by ar-
ranging for speciallzed assistance to the
local offices as needed.
§ 200.54 Director of the Administrathe

Support Division and Deputy.
To the position of Director of the Ad-

ministrative Support Divfflon and under
his general supervision to the position of
Deputy Director of the Administrative
Support Division there is delegated the
following basic authority and functions:

(a) To provide administrative support
to all Housing Production and Mortgage
Credit-FHA field office activities includ-
ing personnel, budget, and other services.
§ 200.55 Assistant Commissioner Prop-

erty Improvement and Deputy.
To the position of Assistant Commis-

sioner for Property Improvement and
under his general supervision to the post-
tion of Deputy Assistant Commissioner
for Property Improvement there is dele-
gated the following basic authority and
functions:

(a) To act with the Commissioner in
the determination of basic policy and to
be a member of the Executive Board.

(b) To direct the activities of the
Property Improvement Division.

(c) To develop and recommend poli-
cles and establish operating plans and
procedures for the insurance of property
improvement and mobile home loans
under section 2 of title I of the National
Housing Act, and for the liquidation of
defaulted title I loans acquired in con-
nection with the settlement of claims.

(d) To exercise the authority of the
Commissioner under the regulations;
governing the insurance of loans under
section 2 of Title I of the National Hous-
ing Act in any Instance which is sub-
ject to the approval of the Commletoner.

(e) To Issue or cancel contracts of in-
surance under Title I of the National
Housing Act and transfer such contracts
and the rights and benefits accruing
thereunder between lending institutions.

(f) To reject or accept for insurance
loans or advances of credit made under
the provisions of section 2 of Title I of
the National Housing Act that require
the prior approval of the Federal Hous-
ing Commissioner.

(g) To institute precautionary meas-
ures with respect to any dealer or con-
tractor operating under the provisions
of section 2 of Title I of the National
Housing Act.

(h) To direct and supervise nurveys of
Title I lending institutions to assur
compliance with established policies and
terms of insurance contracts.
. (i) To maintain liaison with the
Office of Investigation, HOD, concern-
ing requests for and reports of inves-
tigation of alleged noncompliance or
criminal activity in connection with sec-
tion 2 of title I of the National Housing
Act
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§ 200.56 Assistant Comnmisioner Un-
subsidized Insured Housing Pro-
granrsandDeputyo

To the position of Assistant Commis-
sioner for Unsubsidized Insured Housing
Programs and under his general super-
vision to the position of Deputy Assistant
Commissioner for Unsubsidized Insured
Housing Programs there is delegated the
following basic authority and functions:

(a) To develop and recommend poli-
cles and establish operating plans and
procedures for the insurance and serv-
icing of home mortgages other than
those insured under sections 221(h),
235, 237, and 243. and for the insurance
and servicing of mortgages under sec-
tion 240.

(b) To develop and recommend poli-
cies and establish operating plans and
procedures for the insurance of multi-
family housing mortgages under sections
207, 213, 231, 234, and 221(d) (4), nurs-
ing homes, intermediate care facilities,
group practice facilities, and nonprofit
hospitals.

(c) To approve or cancel the approval
of financial institutions as approved
mortgagees.

(d) To act with the Commissioner and
under his direction In the determination
of basic policy and be a member of the
Executive Board.

(e) To sign modification agree-
ments prior to final endorsement for all
project- under his Jurisdiction.

(f) To develop and recommend poll-
cies and establish operating plans and
procedures for the insurance and serv-
Icing of mortgage3 under the title X
Land Development program.
§200.56a Director Single Family and

Land Dcvelopment Division and
Deputy.

To the position of Director of the Sin-
gle Family and Land Development Divi-
slon and under his general supervision
to the Deputy Director of the Single
Family and land Development Division,
there is delegated the following basic au-
thority and functions:

(a) To develop and recommend poli-
cies and establish operating plans and
procedures for the insurance and serv-
icing of home mortgages other than
those insured under sections 221(h), 235,
237, and 243, and for the Insurance and
servicing of mortgages under section 240.

(b) To approve or cancel the approval
of financial Institutions as approved
mortgageez.

(c) To suparve activities in connec-
tion with the Certified Agency Prozram
and to designate, qualify and certify ap-
proved mortgagees as agents of the Fed-
eral Housing Administration to process
mortgage insurance applications and
Issue commitments for insurance.

(d) To review and evaluate home
mortgage Insurance default experience,
and to provide technical advice and
guidance to approved mortgagees and
field offices on insured home mortgage
servicing problems.

(e) To review cases relating to ex-
penditure3 to correct or compensate for
structural defects In homes financed
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with insured mortgages and to approve
or reject, without referral to the Struc-
tural Defects Committee, those requests
for financial assistance which he de-
termines do not involve circumstances
of an exceptionally difficult or question-
able nature.

(f) To develop and recommend .poli-
cies and establish operating plans and
procedures for the insurance and serv-
icing of mortgages under the title XLand
Development program.
§ 200.58 Director Multifamily Division

and Deputy
To the position of Director of the

Multifamily Division and under his gen-
eral supervision to the position of Deputy
Director of the Multifamily Division
there is delegated the following basic
authority and functions:

(a) To develop and recommend poli-
cies and establish operating plans for
the insurance of multifamily housing
mortgages, exclusive of sections 221(d)
(3) below market interest rate mort-
gages, 221(h), 235(j), 236, and 243, for
insurance of nursing homes and inter-
mediate care facilities; insurance of
equity investments in multifamily hous-
ing; and insurance of mortgages for the
construction and equipment of facilities
for the group practice of medicine and
nonprofit hospitals.

(b) To provide technical advice and
guidance to consumer groups concern-
ing the organization and financing of
cooperative housing projects.

(c) To be responsible for the adminis-
tration of FHA's responsibility with re-
spect to the nonprofit hospital mortgage
insurance program and for coordination
with the Department of Health, Educa-
tion, and Welfare on the program.

(d) To sign modification agreements
prior to final endorsement for all proj-
ects under his jurisdiction.
§ 200.58a Chief of the Rental Housing

Branch.
To the position of Chief of the Rental

authority to develop and recommend pol-
Housing Branch there is delegated the
icdes and establish operating plans and
procedures for the insurance of all multi-
family housing project mortgages under
sections 207 and 220, 221(d) (4), title
VIII, and the insurance of equity invest-
ments in multifamily housing under title
VII.
§ 200.58b Chief of the Cooperative and

Condominium Branch.
To the position of Chief of the Co-

operative and Condominium Branch
there is delegated the following basic
authority and functions:

(a) To develop and recommend pol-
icies, procedures and requirements for
the insurance of cooperative housing
mortgages and condominium mortgages.

(b) To provide technical advice and
guidance to consumer groups concerning
the organization and financing of co-
operative housing projects.

§ 200.58c Chief of the Nursing Homes
and Related Facilities Branch.

To the Chief of the Nursing Homes
and Related Facilities Branch, there is
delegated the following basic authority
and functions:

(a) To develop and recommend pol-
icies, procedures, requirements, and
methods of operation for the insurance
of mortgages for nursing homes and in-
termediate care facilities.

(b) To be responsible for administra-
tion of the insurance programs for nurs-
ing homes and intermediate care
facilities.
§ 200.58d Chief of the Group Practice

and Nonprofit Hospitals Branch.
To the position of Chief of the Group

Practices and Nonprofit Hospitals
Branch there is delegated the following
basic authority and functions:

(a) To develop and recommend pol-
icies, procedures, requirements, and
methods of operation for the insurance
of mortgages for the construction and
equipment of facilities for the group
practice of medicine and for nonprofit
hospitals.

(b) To be responsible for the adminis-
tration of FHA's responsibility with re-
spect to the nonprofit hospital mortgage
insurance program and for coordination
with the Department of Health, Educa-
tion, and Welfare on the program.
§ 200.59 Assistant Commissioner Sub.

sidized Housing Programs and
Deputy.

To the position of Assistant Commis-
sioner for Subsidized Housing Programs
and under his general supervision to the
position of Deputy Assistant Commis-
sioner for Subsidized Housing Programs
there is delegated the following basic au-
thority and functions:

(a) To act with the Commissioner and
under his direction in the determination
of basic policy and be a member of the
Executive Board.

(b) To develop and recommend poli-
cies and establish operating plans and
procedures for the administration of the
low-rent public housing program from
preapplication through the final accept-
ance of the completed construction, and
for the closing of the construction con-
tract; or, 4n the case of a project
acquired or leased after completion, from
preapplication through acceptance of the
completed project and acquisition of title
or leasehold interest.

(c) To develop and recommend poli-
cies and establish operating plans and
procedures for the administration of the
Alaska housing program, the college
housing program; and the elderly hous-
ing program under section 202 from pre-
application through construction com-
pletion, determination of the final loan
and/or grant amount, and final closing
and execution of the loan and/or grant
documents.

(d) To control the utilization of funds
and contract authority available for the
production of housing under the low-
rent public housing program, the Col-
lege Housing Assistance Program and the
Assistance Program for Alaska Housing;

funds available for the direct loan pro-
gram for housing for the elderly or
handicapped; contract authority for the
rent supplement, homeownership as-
sistance, rental housing assistance and
homeownership for middle-Income fami-
lies programs, and special assistance
funds under the section 221 below mar-
ket interest rate program to insure ap-
propriate distribution and fund account-
ability and to make available on a
continuing basis information on project
and program status on all the abovemen-
tioned programs.

(e) To develop and recommend poli-
cies and establish operating plans and
procedures for the insurance of multi-
family housing mortgages under section
221(d) (3) at below market interest
rates, exclusive of prescribing forms and
procedures for cooperatives and con-
dominiums; for insurance of niortgagen
under the rent supplement program and
the rental housing assistance program;
for insurance and servicing of mortgages
under sections 235 and 237; for Insurance
of mortgages on cooperative and con-
dominium housing under the section 243
homeownership for middle-income fami-
lies program and for insurance and serv-
icing of single-family mortgages under
section 243; for noninsured assistance to
state and local housing programs under
the rent supplement program and the
rental housing assistance program; and
for technical and loan assistance to non-
profit sponsors of low and moderate in-
come housing.

(fY To act for the Commissioner in
approving applications for financial as-
sistance under section 106 of the Housing
and Urban Development Act of 1968 and
section 201 of the Appalachian Regional
Development Act of 1965, as amended; In
approving the waiver of interest on loans
made to nonprofit organizations under
the Appalachian Regional Development
Act of 1965; and in providing technical
assistance to nonprofit sponsors author-
ized under the 1969 Amendments to the
Appalachian Regional Development Act;
and to recommend to the Loan Assist-
ance Committee approval or disapproval
of the waiver of repayment in whole or
in part of loans made under section $06
of the Housing and Urban Development
Act of 1968 and section 207 of the Appa-
lachian Regional Development Act of
1965, as amended.
§ 200.59a Director Publicly Financed

Housing Division and Deputy.
To the position of Director of the Pub-

licly Financed Housing Division and
under his general supervision to the
position of Deputy Director of the Pub-
licly Financed Housing Division there is
delegated the following basic authority
and functions:

(a) To be responsible for administra-
tion of the low-rent public housIng'pro-
gram from preapplication through the
final acceptance of the completed con-
struction, and for the closing of the con-
struction contract; or, in the ease of a
project acquired or leased after com-
pletion, from preapplication through ac-
ceptance of the completed project and
acquisition of title or leasehold interest,
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(b) To develop and recommend poli-
cies and establish operating plans and
procedures for the administration of the
Alaska housing program and the college
housing program from preapplication
through construction completion, deter-
mination of the final loan and/or grant
amount, and final closing and execution
of the loan and/or grant documents.

(c) To control the utilization of funds
and contract authority available for the
production of housing under the low-rent
public housing program, the College
Housing Assistance Program, and the
Assistance Program for Alaska Housing
to insure appropriate distribution and
fund accountability, and to make avail-
able on a continuing basis information
on project and program status on the
above-mentioned programs.

§ 200.59b Cief of the Low Rent Hous-
ing Branch.

To the position of Chief of the Low
Rent Housing Branch, there is dele-
gated the following basic authority and
functions:

(a) To be responsible for administra-
tion of the low-rent public housing pro-
gram from preapplication through the
final acceptance of the completed con-
struction, and for the closing of the con-
.struction contract; or, in the case of a
project acquired or leased after com-
pletion, from preapplication through ac-
ceptance of the completed project and
acquisition of title or leasehold interest.

(b) To control the contract authority
and funds available-for the production
of housing under the low-rent public
housing program, and to make available
on a continuing basis information on
project and program status.
§ 200.59c Chief of the College Housing

Assistance Branch.
To the position of Chief of the College

Housing Assistance Branch there is dele-
gated the following basic authority and
functions:

(a) To develop and recommend poli-
cies and establish operating plans and
procedures for the administration of the
College Housing Program from preappli-
cation through construction completion,
determination of the final loan and/or
grant amount, and final closing and ex-
ecution of the loan and/or grant
documents. -

(b) To maintain control of the funds
available for the College Housing Pro-
gram to insure appropriate distribution
and fund accountability.
§ 200.61 Director Subsidized Mortgage

Insurance Division and Deputy.
To the position of Director of the Sub-

sidized Mortgage Insurance Division and
under his general supervision to the posi-
tion of Deputy Director of the Subsidized
Mortgage Insurance Division there Is
delegated the following basic authority
and functions:

(a) To develop and recommend poli-
cies and establish operating Plans and
procedures for the insurance of multi-
family housing mortgages under section
221(d) (3) at below market interest rates,

exclusive of prescribing forms and pro-
cedures for cooperatives and condomin-
iums; for insurance of mortgages under
the rent supplement program, the rental
housing assistance program, and the
credit assistance program; for insurance
and servicing of mortgages under sections
235 and 237; for insurance of mortgage3
on cooperative and condominium hous-
ing under the section 243 homeowner-
ship for middle-income families pro-
gram, and for insurance and servicing
of single-family mortgages under sec-
tion 243; for noninsured assistance to
State and local housing programs under
the rent supplement program and the
rental housing assistance program; for
technical and loan assistance to non-
profit sponsors of low and moderate in-
come housing; and for control and utili-
zation of contract authority under the
rent supplement program, the home-
ownership assistance program, the rental
housing assistance program, the home-
ownership for middle-income famlief
program, and the allocation of special
assistance funds under the section 221
(d)(3) below market interest rate
program.

Cb) To act for the Commlloner in
approving applications for financial as-
sistance under section 106 of the Housing
and Urban Development Act of 1968
and section 207 of the Appalachian Re-
gional Development Act of 1955, as
amended; in approving the waiver of
interest on loans made to nonprofit
organizations under the Appalachian
Regional Development Act of 1965; and
in providing technical assistance to non-
profit sponsors authorized under the
1969 Amendments to the Appalachian
Regional Development Act; and to rec-
ommend approval or disapproval of the
waiver of repayment in whole or in part
of loans made under section 106 of the
Housing and Urban Development Act of
1968 and section 207 of the Appalachian
Regional Development Act of 1965, as
amended.

(c) To approve or direct the approval
of loans for housing for the elderly or
handicapped under section 202 of the
Housing Act of 1959, including full au-
thority to make contracts, sign and
execute documents, and take any action
incident thereto, and to be responsible
for conversion of section 202 projects to
insured private financing with interest
assistance under section 230 of the Na-
tional Housing Act.
§ 200.61a [Reserved]
§ 200.61b [Reserved]
§ 200.61c [Reserved]
§ 200.61d Chief of tei Homeownership

Assistance Branch.
To the position of Chief of the Home-

ownership Assistance Branch there Is
delegated authority to develop and rec-
ommend policies and establLsh operating
plans and procedures for the insurance
and servicing of mortgages tinder sec-
tions 235(1) and 237, and for admint -
tration of the contract authority under
the homeownership assistance program.

§ 200.61e [Reserved]
§200.61f Chief Multifamily Housing

Assistance Branch.
To the position of Chlef of the Multi-

family Housing Assistance Branch there
is delegated the following basic authority
and functions:

(a) To develop and recommend
policies and establish operating proce-
dures for the insurance of mortgages
under section 221(d) (3), section 236,
and the rent supplement program; and
for noninsured assistance to State and
local housing programs under the rent
supplement program and the rental
housing assistance program.

(b) To be responsible for utilization
and control of the contract authority
for the rent supplement program and the
rental housing assistance program; for
approval of loans under the direct loan
program for housing the elderly or
handicapped under section 202 of the
Housing Act of 1959, and for conversion-
of section 202 projects to insured private
financing with interest assistance under
section 236 of the National Housing Act.

(c) To approve applications for finan-
cial assistance under section 106 of the
Housing and Urban Development Act of
1903 and section 207 of the Appalachian
Regional Development Act of 1965, as
amended; to approve the waiver of in-
terest on loans made to nonprofit orga-
nizations under the Appalachian Region-
al Development Act of 1965; to provide
technical assistance to nonprofit spon-
sors under the Appalachian Develop-
ment program; and to recommend ap-
proval or disapproval of the waiver of
repayment in whole or in part of loans
made under section 106 of the Housing
and Urban Development Act of 1968 and
section 207 of the Appalachian Regional
Development Act of 1965, as amended.
§ 200.62 Assistant Comm,ssioner Tech-

nical and Credit Standards and
Deputy.

To the position of Assistant Commis-
sioner for Technical and Credit Stand-
ards and under his general supervizion
to the position of Deputy Assistant Com-
mIsoner for Technical and Credit
Standards there is delegated the follow-
ing basic authority and functions:

(a) To act with the Commisoner and
under his direction in the determination
of badsic policy and be a member of the
Fxecutive Board.

Cb) To be responsible for coordination
and general supervision of the Architec-
ture and Engineering Division and the
Appraisal and Mortgage Risk Division
comprising the functions of establishing
and maintaining standards, methods,
procedures, and techniques in the areas
of archltecture and engineering, con-
struction cost, land planning, mortgage
credit, valuation, the selection and rat-
ing of mortgage risk, the provision of
technical advice and guidance in these
fields to all organizational elements of
the Administration; the evaluation of the
technical suitability of products and ma-
terials under section 521 of the National
Housing Act; and the formulation of
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policies, standards, and guidelines with
respect to the technical aspects of the
development of low-rent public housing.

(c) To be responsible for the develop-
ment of policiet, standards, and proce-
dures for land acquisition functions and
for appraisal and real estate tax and title
functions for land acquisition and dis-
position programs of the Department ex-
cept urban renewal.
§ 200.63 Director of the Architecture

and Engineering Division and
Deputy.

To the position of Director of the
Architecture and Engineering Division
and under his general supervision to the
Deputy Director of the Architecture and
Engineering Division, there is delegated
the following basic authority and
functions:

(a) To develop and maintaif archi-
tectural, land planning, and engineering
standards, techniques, and procedures.

(b) To provide technical advice and
guidance to all organizational elements
of the administration in the fields of
architecture, land planning, and engi-
neering.

(c) To be responsible for the formula-
tion of policies, standards, and guide-
lines relative to the technical aspects of
the development of low-rent housing in-
cluding site selection, site planning proj-
ect design, and project planning and, to
develop policy and guidelines for Re-
gional Office use inlpreparing appropriate
cost standards for low-rent public
housing.
§ 200.64 Director Appraisal and Mort-

gage Risk Division and Deputy.
To the position of Director of the Ap-

praisal and Mortgage Risk Division and
under his general supervision to the posi-
tion of Deputy Director of the Appraisal
and Mortgage Risk Division there is dele-
gated the following basic authority and
functions:

(a) To develop and maintain stand-
ards, procedures, and techniques for the
valuation of property, the estimation of
construction cost, determination of ac-
ceptability of mortgage credit, and for
the overall determination of mortgage
risk and the acceptability of mortgage
risk for insurance.

(b) To provide technical advice and
guidance to all organizational elements
of the Administration in the fields of
valuation, construction cost, mortgage
credit, and risk determination.

(c) To develop policies, standards,,and
procedures for land acquisition functions
and for appraisal and real estate tax and
title functions for land acquisition and
disposition programs of the Department
except urban renewal.
§200.65 Assistant Commissioner Pro.

grams and Deputy.
To the position of Assistant Commis-

sioner for Programs and under his gen-
eral supervision to the position of
Deputy Assistant Commissioner for
Programs there is delegated the follow-
ing basic authority and functions:

(a) To act with the Commissioner and
under his direction in the determination
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of basic policy and be a member of the
Executive Board.

(b) To be responsible to the Commis-
sioner for the coordination and general
supervision of the Program Division,
the Research and Statistics Division, and
the Economic and Market Analysis Divi-
sion comprising the functions of co-
ordination of the development and
formulation for the approval of the
Commissioner of basic programs and
related policies and program planning,
the appraisal of programs and program
objectives, the maintenance of a program
of housing market analyses to serve all
elements of the Department, advice and
counsel on economic problems, conduct
of actuarial studies, the provision of a
complete actuarial service for all insur-
ance programs, and statistics on the
property improvement loan program and
housing produced or rehabilitated under
the FHA mortgage insurance programs,
the low rent public housing program, the
college housing program, and the Alaska
housing program.

(c) To establish and circulate appro-
priate family income limits for indi-
vidual counties and/or localities in the
United States as required by operations
of section 221(h), section 235(i), section
235(j), and section 236 of the National
Housing Act.
§ 200.65a (Reserved]

§ 200.65b Director Economic and Mar-
ket Analyols Division and Deputy.

To the position of Director of the
Economic and Market Analysis Division
and under his general supervision to the
position of Deputy Director of the Eco-
nomic and Market Analysis Division
there is delegated the following basic
authority and functions:

(a) To maintain a program of housing
market analysis to serve all elements of
the Department, including related eco-
nomic, income limit, and rent schedule
analyses.

(b) To establish and circulate appro-
priate family income limits for individ-
ual counties and/or localities in the
United States as required by operations
of section 221(h), section 235(i), section
235(j), and section 236 of the National
Housing Act.
§ 200.66 Director of the Research and

Statistics Division and Deputy.
To the position of Director of the Re-

search and Statistics Division and under
his general supervision to the position of
Deputy Director of the Research and
Statistics Division there is delegated the
following basic authority and functions:

(a) To provide advice and counsel on
economic problems.

(b) [Reserved]
(c) To maintain a program of housing

statistics and statistics on the property
improvement loan program and housing
produced or rehabilitated under the FHA
mortgage insurance programs, the low-
rent public housing program, the college
housing program, and the Alaska hous-
ing program.

(d) To conduct actuarial studies and
provide complete actuarial service for all
insurance programs.
§ 200.67 Director of tho Program Divi.

sion and Deputy.
To the position of Director of the Pro-

gram Division and under his general
supervision to the position of Deputy Di-
rector of the Program Division there Is
delegated the following basic authority
and functions:

(a) To develop and recommend basic
program plans and related policies.

(b) To maintain a continuing apprais-
al of the effectiveness of programs and
policies.

(c) To assist and advise with respect
to the development and evaluation of
legislative proposals affecting the In-
surance programs of the Federal Housing
Administration, the low-rent public
housing program, the college housing
program, and the Alaska housing
program.

§ 200.68 Assistant Commissioner Ad.
ministration and Deputy.

To the Position of Assistant Commls-
stoner for Administration and under hio
general supervision to the position of
Deputy Assistant Commissioner for Ad-
ministration there is delegated the fol-
lowing basic authority and functions:

(a) To be responsible for administra-
tive-management functions of the Fed-
eral Housing Administration; organiza-
tional structures and related matters,;
budget activities; previous participation
review; administrative staff planning
and coordination of agency operations
analysis activities; contracting for credit
reports; management sarveys, forms and
records management; coordination and
maintenance of the FHA manual, direc-
tives, and other issuances and Instruc-
tional material; planning and llacon
with the Assistant Secretary for Admin-
istration on administrative-management
matters in general, with the HUD Office
of Personnel on personnel policies and
procedures and on FHA personnel prob-
lems, and with the HUD Office of Generpl
Services on general services required for
the operation of the Federal Housing Ad-
ministration; for coordination and guid-
ance on problems of compliance with
legal and regulatory requirements by par-
ticipants in HPMC-FIHA programs,, ex-
cept those under section 2 of title X of the
National Housing Act, Including direction
of liaison with the HUD Office of Inveoti-
gation with reference to requests for In-
vestigation and the reporting of the dis-
position of cases; and to be in charge of
the Budget Division, the Management
and Operations Assistance Division, the
Participation and Compliance Review
Division, and the Operations Analyis
Staff.

(b) [Reserved]
(c) To make or cause to be made under

his direction budget estimates, requests
for apportionment, and allotments of
funds; and to represent the Federal
Housing Administration on budget mat-
ters with the Bureau of the Budget
and other government agencies and
organizations.
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(d) To execute or cause to be executed
under his direction contracts for credit
reports.

(e) To take any action authorized to
be taken by any division or office within
his jurisdiction.

(f) To act for the Commissioner in
approving the settlement of tort claims
for and against the Commissioner and
the execution of releases or other in-
struments required in connection there-
with.

(g) To act with the Commissioner and
under his direction in the determination
of basic policy and be a member of the
Executive Board.

(h) To develop, review, evaluate, and
recommend organizational structure, del-
egations of authority, and distribution of
functions.

(I) To administer FHA's defense plan-
ning and emergency housing activities
and oversee the dsicharge of FHA's dele-
gated responsibilities in these matters as
outlined by executive order.

(j) [Reserved]
k) To determine in connection with

departmental activities, except those un-
der section 2 of Title I of the National
Housing Act, noncompliance with rules,
regulations, and instructions of the Fed-
eral Housing Administration; to refer
sucl cases to the Inspection Division,
HUD, and to maintain liaison with the
Division on the disposition made of such
cases.

a) To approve for payment travel and
other expenses incidental to the transfer
of an employee to a new duty station, as
provided in the Administrative Expenses
Act.

(m) To authorize the Issuance of Con-
solidated Travel Authorizations and the
procurement of automobiles from the
GSA Interagency Motor Pool, and to ap-
prove the use of Government owned or
leased 3hotor vehicles between the em-
ployee's residence and plate of employ-
ment, in those cases in which it is deter-
mined that such use Is necessary for
,the proper performance of the official
duties of the employee involved, and the
interests of ,the Government are best
served.

(n) To act for the Assistant Secre-
tary-Commissioner on any administra-
tive matter not otherwise acted upon or
assigned, and exercising any redelegable
authority of the Commissioner on budget,
organization, personnel and other admin-
istrative matters (including training, dis-
ciplinary actions, hours of duty, over-
time, and awards) except as the Com-
missioner or his Deputy may personally
act or otherwise specifically assign.

(o) To be responsible for the review
and recommendation of approval, dis-
approval, or cancellation of approval of
financial institutions as approved mort-
gagees and of firms or individuals
as authorized agents for approved
mortgagees.

§ 200.70 Director of the Budget Divi-
sion and Deputy.

To the position of Director of the
Budget Division and under his general
supervision to the position of Deputy Di-

rector of the Budget Division there is
delegated the following basic authority
and functions:

(a) To direct all budget activities of
the Federal Housing Administration and
to represent the Federal Housing Admin-
istration in budget matters with the
Office of Management and Budget and
with other government agencies and
organizations.

(b) To be responsible for the develop-
ment and execution of the budget pro-
gram, including the preparation of
budget estimates and Justification there-
for; the preparation of requests for ap-
portionment of funds and Justification
therefor; and the allotment of funds
within the limits of appropriation acts,
apportionments and other limitations.
§ 200.71 Director Participation and

Compliance Review Divison and
Deputy; Previous Participation Be-
view Officer.

To the position of Director of the Par-
ticipation and Compliance Review Divi-
sion and. under his general supervision
to the position of Deputy Director of the
Participation and Compliance Review
Division and with respect to paragraph
(a) of this section to the position of
Previous Participation Review Ofilcer
there is delegated the following basic
authority and functions:

(a) To act for the Assistant Secretary-
Commissioner in approving, with respect
to the previous participation of the
principals, multifamily housing, nursing
homes, group practice medical facilities,
nonprofit hospitals, and land develop-
ment mortgage insurance proposals,
upon a determination that there is no
information concerning past FHA or
other HUD program experience involving
the previous participation of the princi-
pals that is not clearly consistent with
the acceptability of new proposals in-
volving their participation; and in all
cases in which such a determination is
not made, to present such cases and rele-
vant information concerning them to the
Multifamily Participation Review Com-
mittee for determination.

(b) To act for the Assistant Secretary-
Commissioner and the Assistant Com-
missioner for Administration in provid-
ing advice and guidance bn compliance
problems and reference and referral
service on compliance records, with re-
spect to all HPMC-FHA programs except
those under section 2 of title I of the
National Housing Act, including liaison
with the HUD Offiee of Investigation
concerning requests for investigation and
the reporting of the disposition of case.

§ 200.72 Director of the Management
and Operations Assistance Division
and Deputy.

To the position of Director of the Man-
agement and Operations Assistance Divi-
sion and under his general supervision
to the Deputy Director of the Manage-
ment and Oberations Assistance Divi-
sion there is delegated the following basic
authority and functions:

(a) To direct comprehensive manae-
ment engineering surveys of Washington
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and field operations and activities for
the purpoze of Improving the efficiency,
economy and effectivenez-s of operations
and to develop specific recommendations
for tha. accomplishment of these pur-
poses.

(b) To assist in the development of
the detailed plans and procedures for
carrying out approved recommendations.

(c) To assist In, and to coordinate,
the installation of approved reconi-
mendations.

(d) To evaluate the results of ap-
proved recommendations.

(e) To direct a comprehensive forms
and records management proaram.

(f) To coordinate and maintain the
PEA Manual, directives and other lssu-
ances and instructional material.

(g) To act for the Assistant Secretary-
Commisoner in the following instances:

(1) In approving the settlement of tort
claims for and against the Assistant
Secretary-Commissoner.

(2) In approving the settlement of
clim not exceeding $6,500 made by em-
ployees for damage or loss of personal
property occurring incident to perform-
Ing Government service.

(3) In executing releases or other In-
struments required in connection with
the settlement of claims under subpara-
graphs (1) and (2) of this pargrph.

(h) Reserved]
(i) To. execute contracts for credit

reports.
(j) To approve for payment travel and

other expenses incidental to the transfer
of an employee to a new duty station, as
provided In the Administrative Expenses
Act.

CWr) To authorize the Issuance of Con-
solidated Travel Authorizations and the
procurement of automobiles from the
GSA Interagency Motor Pool, and to ap-
prove the use of Government owned or
leased motor vehicles between the em-
ployee's residenca and place of employ-
ment, In those cases n which It is deter-
mined that such use Is necessary for the
proper performance of the official duties
of the employee involved, and the inter-
ests of the Government are best served.

a) To maintain a typing and steno-
graphic service pool and a clerical serv-
Ices pool in support, respectively, of the
administrative and nonadministrative
elements of the FH& central office
organization.

(m) To be responsible for the review
and recommendation of approval, dis-
approval, or cancellation of approval of
financial institutions as approved mort-
gagees and of firms or individuals as au-
thorized agents for approved mortgagees.

§ 200.73 Assistant Commissioner for
Reltabiltation and Deputy.

To the position of Assistant Commis-
sioner for Rehabilitation and under his
general supervision to the position of
Deputy Assistant Commissioner for Re-
habilitation, there Is delegated the fol-
lowing basic authority and functions:

(a) To develop and recommend poll-
cle and establish operating plans and
procedures for housing rehabilitation
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under all FHA mortgage insurance pro-
grams including the insurance of mort-
gages under the sections 221(h) and
235 () programs, and for the rehabilita-
tion of housing to be acquired under the
low-rent public housing program, and
to provide technical advice and assist-
ance to the field offices on housing
rehabilitation and training or rehabili-
tation techniques.

(b) To act with the Commissioner and
under his direction in the determina-
tion of basic policy and be a member of
the Fxecutive Board.
§ 200.77 Assistant Conmmissioner-Comp-

troller and Deputy.
To the position of Assistant Commis-

stoner-Comptroller, and under his gen-
eral supervision to the position of
Deputy Assistant Commissioner-Comp-
troller, there is delegated the following
basic authority and functions:

(a) To be responsible for coordination
and general supervision of the Account-
ing Division, the Insurance Division, the
Fiscal Division, the Procedures Division,
and the Financial Reports Division.

(b) To act with the Commissioner and'
under his direction in the determination
of basic policy and be a member of the
Executive Board.

(c) To devise and establish insurance
fiscal servicing, accounting and fiscal
procedures and to administer the fiscal
policies and activities of FRA; and to
provide or cause to be provided under
his direction technical advice and guid-
ance to all organizational elements of
the FHA in the fields of accounting, in-
surance fiscal servicing and fiscal
matters.

(d) To be responsible for the estab-
lishment and maintenance of appropri-
ate accounting, fiscal and mortgage In-
surance controls and for the safeguard-
Ing of cash, notes, mortgages, negotiable
instruments, checks, securities, deben-
tures,'contracts and properties.

(e) To develop and recommend poli-
cies, rules and procedures governing the
settlement of Title I claims.

(f) To exercise the authority of the
Commissioner In any instance which is
subject to the approval of the Commis-
sioner In connection with the settlement
of claims under section 2 of Title I of
the National Housing Act.

(g) To direct and supervise, or cause
to be directed and supervised, periodic
portfolio examinations of institutions in-
sured under the provisions of section 2
of title I of the National Housing Act

(h) (1) TosubmittotneTreasuryDe-
partment authorizations for:

(I) Investment of moneys held in. the
various insurance funds, not needed for
the current operations of the FHA, in
bonds or other obligations of the United
States, or in bonds or other obligations
guaranteed as to principal and Interest
by the United States, and

(ii) The redemption or sale of invest-
ments in bonds or other obligations of
the United States, or in bonds or other
obligations guaranteed as to principal
and interest by the United States, repre-
senting undisbursed mortgage proceeds

relating to multifamily mortgages as-
signed to the Secretary; and

(2) To recommend, or cause to be
recommended under his direction, liqui-
dation of investments and redemption of
debentures; to execute, or cause to be
executed under his direction, assign-
ments in connection with the redemp-
tion of debentures held for the account
of the FHA insurance funds or received
in exchange for acquired security; and to
maintain, or cause to be maintained
under his direction, liaison with the
Treasury Department in the execution
of fiscal proposals.

(3) To determine or cause to be de-
termined under his direction the cash
requirements of the various insurance
funds for payment of insurance claims
and to recommend borrowings from and
repayments to the Treasury Department
for this purpos

'(i) To certify financial statements,
and to execute and submit or to cause
to be executed and submitted under his
direction to the Treasury Department
and/or to the Office of Management and
Budget intergovernmental financial re-
ports required by applicable statutes or
regulations of the Treasury Department
or Office of Management and Budget.

Wi) To designate certifying officers
and to revoke such designation, to exe-
cute and submit to the Treasury Depart-
ment necessary statements and schedulea
with respect thereto, and perform all
functions pertaining to the bonding of
FEA employees, pursuant to applicable
statutes, regulations, and the standards
and procedures of the Secretary of the
Treasury thereunder.

(k) To submit or cause to be submitted
under his direction to the Treasury De-
partment (1) authorizations for (1) pur-
chase of U.S. Government securities,
pursuant to agreements between mort-
gagors or other depositors and ERA and
(li) sale and disposition of U.S. Govern-
ment securities purchased for mortga-
gors or other depositors, received as a
result of assignment of insured mort-
gages or as a rosult of other agreements;
(2) for safekeeping, US. Government
securities deposited In accordance with
mortgagor corporate charters, regula-
tory or special agreements; and (3) re-
quests for withdrawal of U.S. Govern-
ment securities.

(1) [Reserved)
(ni) To develop and maintain or cause

to be developed and maintained under
his direction a program for the fiscal
servicing of all Secretary-held home and
project mortgages; to execute or cause
to be executed under his direction all
vouchers for expenditures from mortga-
gor's escrow accounts, for payment of
taxes on home and project properties
where title is vested in the Secretary and,
with respect to home properties acquired
by the Secretaxy, vouchers for payment
of excess proceeds to effect final settle-
ment on certificates of claim; and to exe-
cute and receipt or cause to be executed
and receipted under his direction appli-
cations and receipts for any payments
received representing refunds of taxes or
other payments made by the Secretary

in connection with property acquired by
the Secretary under the provisions of tho
National Housing Act.

(n) To keep or cause to be lept under
his direction a seal of the Department of
Housing and Urban Development; to cer-
tify as to delegations of authority by the
Assistant Secretary-Commissioner, and
as to the truth or accuracy of copies of
original papers or documents In the pos-
session of the FRA; to prepare and exe-
cute notarized affidavits for the use of
U.S. Attorneys in presenting the fiscal
status of Secretary-held mortgages at
foreclosure trials; and to maintain the
Archives files of FHA.

(o) To recommend the terms and con-
ditions under which FHA offers to sell
purchase money mortgages and assigned
mortgage notes to approved mortgagee;
upon approval of the recommendation
make offers for the sale of such mort-
gages and assigned notes; and execute
in the name of the Secretary acceptance
of such offers.

(p) To endorse, or cause to be en-
dorsed under his direction, mortgage
notes for Insurance; to take, or caus.e
to be taken under his direction, any
action necessary to consummate the sale
of Secretary-held mortgages to purchas-
ers of such mortgages; and to execute,
or cause to be executed, satisfactions of
Secretary-held mortgages when the
mortgage ndebtedness has been paid
in full.

(q) To endorse, or cause to be en-
dorsed under his direction, checls and
other negotiable instruments for deposit
or collection; to endorse, or cause to
be endorsed under his direction, loz
drafts relating to Insurance coverage on
Secretary-held home and project mort-
gages; to endorse, or cause to be en-
dorsed under his direction, checks and
other negotiable Instruments in order
to perfect negotiability for other partle3
at interest where the Secretary is not
entitled to the proceeds of such in!tru-
ments, relating to applications for insur-
ance benefits; and to execute assign-
ments and other instrunents pertaining
to the sale or other disposition of ritozk
or other securitie3 received as a result
of agreements between mortgagors or
other depositors and FHA.

(r) To approve or causo to be ap-
proved under his directIon all expendi-
turez and to receipt or causo to be rc-
ceipted under his direction all vouchers
necessary to carry out the provislon of
the National Housing Act.

(s) To certify or cause to be certified
under his direction that all required
documents, information and approval
respecting each transaction are present;
verify or cause to be verified under lil a
direction the accuracy of the computa-
tion, the consistency of the information
included in the various document5 and
determined or cau-o to be determined
under his direction that the transactions
are in strict accordance with all ap-
plicable regulations, decisions- and lav,.

(t) ro approve or disapprove, or cause
to be approved or disapproved under his
direction, amounts claimed by moktga-
gees in their applications for insurance
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benefits, including amounts for operat-
ing, protecting and preserving proper-
ties prior to conveyance to the Secretary;
to execute, or cause to be executed under
his direction, Certificates of Claim; to
certify, orcaused to be certified under his
direction, the requisitions to the Treasury
Department for the issuance of deben-
tures; to certify, or caused to be certified
under his direction, vouchers for cash
settlement of applications for, insurance
benefits; and to approve or disapprove,
or cause to be approved or disapproved
under his direction, the purchase of de-
bentures submitted by mortgagees in
connection with the payment of mort-
gage insurance premiums and adjusted
premium charges.

Cu) To extend or cause to be extended
under his direction the period of time
for submission of fiscal data or title evi-
dence supporting a mortgagee's applica-
tion for debentures.

(v) To maintain or cause to be main-
tained under his direction liaison with
the General Accounting Office, Treasury
Department and other agencies of the
Government on accounting, insurance
fiscal servicing and fiscal matters and to
collaborate with such departments and
agencies in the formation of accounting
and fiscalprograms.

(w) To issue, or cause to be issued,
duplicate or corrective Mortgage Insur-
ance Certificates; to cancel, or cause to
be canceled under his direction, insur-
ance endorsement or the Mortgage In-
surance Certificate on insured mortgages
where a joint request for termination is
made by the mortgagor and mortgagee,
or when the insurance endorsement or
the Mortgage Insurance Certificate is
otherwise to be canceled; and to exer-
cise the authority of the Commissioner
in any instance which is subject to the
approval of the Commissioner in con-
nection with the prepayment or volun-
tary termination of insured mortgages.

x) To take any Action authorized to
be taken by any branch or office within
his jurisdiction. .

(y) To exercise, or cause to be exer-
cised, the authority of the Commissioner
to endorse any preferred stock certificate
held by him in any corporation for the
purpose of retirement and cancellation.

CW) To approve the sale and terms of
sale of mortgages taken as security in
connection with the sale of property ac-
quired In connection with Federal Hous-
ing Administration insurance claims.

(aa) With respect to the Appalachian
Housing Fund, pursuant to the Appa-
lachian Regional Development Act of
1965:

(1) To reserve or, as appropriate, re-
cord, or cause to be reserved or recorded,
all approved reservations of funds and
to record and control, or cause to be re-
corded and controlled, all obligations
of funds for loans under this fund.

.2) To disburse, or cause to be dis-
bursed, moneys in the fund for making
loans to sponsors for Aevelopment of ap-
plications for commitments for project
mortgages for projects under section 207
of the Appalachian Regional Develop-
ment Act of 1965 approved pursuant to

section 223 of such Act and for general
expenses of administration of section
207 of such Act; and

(3) To collect, or cause to be col-
lected, the loan repayments and interest
thereon.

(bb) With respect to section 1013 of
the Demonstration Cities and Metro-
politan Development Act of 1960: To
perform, or caue to be performed, all
fiscal duties and functions necessary to
comply with the requirements of the
agreement entered into between the De-
partment of Defense and the Depart-
ment of Housing and Urban Develop-
ment.

(cc) With respect to the Low and
Moderate Income Sponsor Fund, pur-
suant to section 106 of the Housing and
Urban Development Act of 1968:

(1) To reserve or, as appropriate, re-
cord, or cause to be reserved or recorded,
all approved reservations of funds and to
record and control, or cause to be re-
corded and controlled, all obligations of
funds for loans made under the fund.

(2) To disburse, or cause to be dis-
bursed, moneys in the fund for making
loans, without interest, to nonprofit
sponsors of housing for low and moderate
income families; and

(3) To collect, or cause to be collected,
the loan repayments.

(dd) To reserve or, as appropriate,
record, or cause to be reserved or re-
corded, all approved reservations of
contract authority and to record and
control, or cause to be recorded and
controlled, all contractual obligations of
contract authority pertaining to assist-
ence payment contracts under section
235; interest reduction contracts under
section 236; contracts for debt manage-
ment or counseling services under sec-
tion 237; and contracts for rent supple-
ment payments, pursuant to section 101
of the Housing and Urban Development
Act of 1965, and amendments thereto.
-(ee) To establish and maintain or

cause to be established and maintained
under his direction an account for the
deposit of fees collected under the Inter-
state Land Sales Full Disclosure Act; and
to make disbursements from appropri-
ated funds and receipts, for general ex-
penses of administration of the land
sales registration under such Act and
make refunds of overpayments of land
-sales registration fees.

(ff) To reendorse, or cause to be re-
endorsed, for insurance under section
222 eligible mortgages on- single-family
dwellings insured under other home
mortgage sections of the Act, where the
niortgages have been assumed by eligible
servicemen.

(gg) To approve or disapprove, or
cause to be approved or disapproved
under his direction, the settlement of
mortgagees' applications for insurance
benefits without deduction from the in-
surance benefits for losses occasioned by
fire damage to home properties or by
fire and other hazards to multifamily
properties, in accordance with the pro-
visions of §§ 203.379(b) and 207.260(d),
respectively, of the FHA regulations.

Chh) To extend, or cause to be ex-
tended under his direction, the period of
time for asA nment to the Secretary of
a mort-gage on which the assistance pay-
ment contract has been terminated be-
cause of nonoccupancy by the original
mortgagor or qualified purchaser.

(WI) To approve or disapprove, or cause
to be approved or disapproved, certifi-
cates of interest rate changes submitted
by mortgagees with respect to mort-
gages with flexible interest rates insured
under section 236.
§ 200.78 Director Accounting Dh-sion

and Deputy.
To the position of Director, Account-

ing Division, and under his general su-
pervision to the position of Deputy Di-
rector, Accounting Division, there is
delegated the following basic authority
and functions: -

(a) To direct the activities of the Ac-
counting Division.

b) To devise and establish account-
ing procedures and policies and to main-
tain official accounting records for all
activities of the Administration.

c) To devise and establish proce-
dures and policies and to maintain of-
ficial records for all home properties and
mortgages held by -the Secretary.

(d) To provide technical advice and
guidance to all organizational elements
of the Administration in the fields of
accounting, including property and
mortgage servicing accounting.

(e) To maintain liaison with the Gen-
eral Accounting Office, Treasury Depart-
ment and other agencies of the Govern-
ment on accounting matters and to col-
laborate with such departments and
agencies in the formation of accounting
programs.

f) To maintain lialson with the Gov-
ernment National Mortgage Association
and other Government agencies on mat-
ters pertaining to the sale and Insurance
of Secretary-held mortgages.

(g) To endorse mortgage notes for in-
surance and to take any action necessary
to consummate the sale of Secretary-
held mortgages to purchasers of such
mortgages.

h) To develop and maintain a pro-
gram for the flcal servicing of Secre-
tary-held home mortgages including the
execution of vouchers for expenditues
from mortgagors' escrow accounts.

(i) To execute vouchers for payment
of taxes on home properties where title is
vested in the Secretary and for payment
of excem proceeds to effect final settle-
ment with mortgagees on certificates of
claim under provisions of the National
Housing Act.

CJ) To act with the Assistant Coin-
m-issioner-Comptroller and under his
direction in the determination of basic
policies on accounting and the fiscal
servicing of home property and mortgage
note accounts.

(k) With respect to the Appalachian
Housing Fund, pursuant to the Appa-
lachin Regional Development Act of
1965:

(l) To reserve or, as appropriat% re-
cord all approved reservations of funds
and to record and control all obligations
of funds for loans under this fund.
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(2) To disburse moneys in the fund
for making loans to sponsors for develop-
ment of applications for commitments'
for project mortgages for projects under
section 207 of such Act, approved pur-
suant to section 223 of such Act, and
for general expenses of administration of
section 207 of such Act; and

(3) To collect the loan repaymento
and interest thereon.

(1) With respect to section 1013 of the
Demonstration Cities and Metropolitan
Development Act of 1966: To perform all
fiscal duties and functions necessary to
comply with the requirements of the
agreement entered into between the
Department of Defense and the De-
partment of Housing and Urban
Development.

(m) With respect to the Low and
Moderate Income Sponsor Fund, pursu-
ant to section 106 of the Housing and
Urban Development Act of 1968:

(1) To reserve or, as appropriate, re-
cord all approved reservations of funds
and to record and control all obligations
of funds for loans made under the fund.

(2) To disburse moneys in the fund
for making loans, without interest, to
nonprofit sponsors of housing for low and
moderate income families; and

(3) To collect the loan repayments.
(n) To reserve or, as appropriate, re-

cord all approved reservations of con-
tract authority and to record and control
all contractual obligations of contract
authority pertaining to assistance pay-
ment contracts under section 235; inter-
est reduction contracts under section

.236; contracts for debt management or
counseling services under section 237;
and contracts for rent supplement pay-
ments, pursuant to section 101 of the
Housing and Urban Development Act of
1965, and amendments thereto; and

(o) To establish and maintain an ac-
count for the deposit of fees collected
under the Interstate Land Sales Full Dis-
closure Act.
§200.79 Director Insurance Division

and Deputy.
To the position of Director, Insurance

Division, and under his general supervi-
sion to the position of Deputy Director,
Insurance Division, there is delegated the
following basic authority and functions:

(a) To direct the activities of the
Insurance Division.

(b) To devise and maintain proce-
dures relating to the establishment of
mortgage insurance records, the modi-
fication' and termination of such insur-
ance for home and project mortgages
and to register Title I loans reported for
Insurance.

(c) To provide fiscal and technical
advice and guidance with respect to
mortgage modifications prior to admin-
istrative approval.

(d) To cancel the Insurance endorse-
ment or the Mortgage Insurance Certifi-
cate on Insured mortgages when a joint
request for termination Is made by the
mortgagor and mortgagee, or when the
Insurance endorsement or the Mortgage
Insurance Certificate Is otherwise to be
cancelled.

RULES A t REGULATIONS

(e) To ascertain suI~cfency of re-
newal and adjusted premium collections
with respect to termination of insurance;
authorize refund of unearned premiums
collected or institute billng for the col-
lection of premiums due.

Cf To authorize payment of earned
distributive shares in the Participation
Reserve Account of the Mutual Mortgage
Insurance Fund to the rightful recipients
thereof.

(g) To devise and maintain proce-
dures relating to the fiscal servicing of
Secretary-held project mortgages and to
execute vouchers for payment of all ex-
penditures from mortgagor escrow ac-
counts relating thereto.

(h) To develop and maintain fiscal
procedures for the operation of Secre-
tary-owned project properties by agents
of the Secretary under contract for the
management of such properties; to pro-
vide advice and guidance to those agents
with respect to such fiscal procedures,
and to execute vouchers for payment of
real estate taxes, special assessments,
liazrd insurance, and repairs relating
to such properties.

(i) To certify vouchers in payment of
Title I claims representing the Insurable
loss sustained and to refund to the re-
mitter of record any collections obtained
in excess of the established indebtedness.

(j) To act with the Assistant'Com-
missioner-Comptroller and under his
direction in the determination of basic
Insurance fiscal servicing policy.

Ck) To direct and supervise periodic
portfolio examinations of institutions in-
sured under the provisions of section 2
of title I of the National Housing Act.,

(I) To execute satisfactions and re-
leases of Secretary-held mortgages when
the mortgage indebtedness has.been paid
in full.

(m) To issue duplicate or corrective
Mortgage Insurance Certificates.

(n) To exercise the authority of the
Commissioner to endorse any preferred
stock certificate held by him in any cor-
poration for the purpose of retirement
and cancellation.

(o) To reendorse for insurance under
section 222 eligible mortgages on single-
family dwellings insured under other
home mortgage sections of the Act, where
the mortgages have been assumed by
eligible servicemen; and

(p) To approve or disapprove certifi-
cates of interest rate changes submitted
by mortgagees with respect to mortgages
with flexible interest rates insured un-
der section 236.
§ 200.80 Director Fiscal Division and

Deputy.
To the position of Director, Fiscal Di-

vision, and under his general supervision
to the position of Deputy Director, Fis-
cal Division, there is delegated the fol-
lowing basic authority and functions:

(a) To direct the activities of the Fis-
cal Division.

(b) To' devise and establish fiscal
procedures and to administer the fiscal
policies and activities of the Adminis-
tration.

(c) To approve all operating and
property expenditureir and receipt
vouchers necessary to carry out the pro-
visions of the National Housing Act upon
his determination that they are in ac-
cordance with applicable regulations, de-
cisions- and laws.

(d) To certify that all required docu-
ments, information and approvals with
respect to operating and property ex-
pense and debenture transactions are
present; to verify the accuracy of the
computations and the consistency of the
information included in the various doc-
uments; to determine that the transaic-
tions are in strict accordance with all
applicable regulations, decisions and
laws; to execute Certiflcates of Claim;
to certify requisitions to the Treasury
Department for the issuance of deben-
tures; and to certify vouchers for cah
settlement of applications for Insurance
benefits.

(e) To approve or disapprove amount-
claimed by mortgagces inthelr applica-
tions for insurance benefits, including
amounts for operating, protecting and
preserving properties prior to convey-
ance to the Secretary.

f) To extend the poriod of time for
submission of fiscal data or,tltle evidence
supporting a mortgagee's application for
insurance benefits.

(g) To maintain liaison with the Gen-
eral Accounting Office, Treasury Depart-
ment and other agencies of the Govern-
ment on fiscal matters and to collaborato
with such department and agencies In
the formation of fiscal programs.

(h) To act with the Assistant Com-
missioner-Comptroller and under hli
direction in 'the determination of bpic
fiscal policy.

(i) To make disbursements to mort-
gagees for assistance payments under
section 235; interest reduction payment-
under section 236; payments under con-
tracts with public or private organiza-
tions to provide budget, debt manage-
ment, and related counseling services to
mort-agors whose mortgages are Insured
under sebtlon 237; and payments to
mortgagors under contracts for rent
supplement payments pursuant to sec-
tion 101 of the Housing and Urban De-
velopment Act of 1965 and amendments
thereto, and to procems notices of termi-
nation of assistance payment contracts
due to nonoccupancy by original mort-
gagors or qualified purchasers or for
other reasons and collect any overpaid
assistance payments.

(j) To be responsible for the collec-
tion, receipt and deposit of all fundi
covering fees, premiums and .other
charges affecting PEA programs.

(k) To approve or disapprove the
settlement of mortgagccs' applicationj
for insurance benefits without deduction
from the Insurance beneflts for lossce
occasioned by fire damage to home prop-
erties or by fire and other hazards to
multifamily propertles, in accordance
with the provisions of 1§ 203.379(b) and
207.260(d), respectively, of the FM
regulations.
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(1) To approve or disapprove the pur-
chase of debentures submitted by mort-
gagees in connection with the payment
of mortgage insurance premiums and
adjusted premium charges.

(m) To endorse, checks and other
negotiable instruments for deposit or
collection; to endorse loss drafts relating
to insurance coverage on Secretary-held
home and project mortgages; to endorse
checks and other negotiable instruments
in order to perfect negotiability for
other parties at interest, where the Sec-
retary is not entitled to the proceeds of
such instruments, relating applications
for insurance benefits.

(n) To deposit fees collected under the
Interstate Land Sales Full Disclosure
Act, and to make disbursements from
appropriated funds and receipts for gen-
eral expenses of administihtion of land
sales registration under such Act and
make refunds of overpayments of land
sales registrationtees.

(o) To extend the period of time for
assignment to the Secretary of a mort-
gage on which the assistance payment
contract has been terminated because of
nonoccupancy by the original mortgagor
or qualified purchaser.
§ 200.81 Director Procedures Division

and Deputies.
To the position of Director, Procedures

Division, and under his general super-
vision to the position of Deputy Director
for Accounting Systems with respect to
paragraphs Ca), (b), (f), (g), (h), CD,
and j) of this section andto the position
of Deputy Director for Automatic Data
Processing with respect to paragraphs
(c), (d), and (e) of this section, there is
delegated the following basic authority
and functions:

(a) To initiate, develop, and main-
tain an accounting systems and proce-
dures program for the Administration.

Cb) To coordinate and direct a pro-
gram to preserve or reconstruct basic
records of the Administration for Civil
Defense purposes and in the event of a
national emergency.

(c) To serve as a member of the De-
partmental ADP Services Mnagement
Advisory Committee.

(d) To advise the FHA Automatic
Data Management Board with respect
'to data, information, and reports require-
ments of the Administration, recom-
mending systems and procedures for
gathering the input data for processing

* by the Departmental Office of ADP Sys-
tems Mlanagement and Operations.

(e) To maintain liaison with the Office
of ADP Systems Management and Op-
erations with respect to FHA fiscal and
reporting operations.

(f) To prepare for the Assistant
Secretary-Commissioner letters to PEA
approved mortgagees and lenders per-
taining to fiscal and accounting pro-
cedures.

(g) To provide advice within FRA
concerning field office accounting, fiscal
insurance servicing procedures, assessa-
bility of fees, and the interpretation of
related procedures.

(h) To review for fiscal Implication
proposed agreements with other Gov-
ernment agencies establishing procedures
pertaining to special-purpose programs.

(i) To provid6 liaison service with the
Treasury Department pertaining to
depositary facilities for FEA field offices.

Cj) To maintain archives files of the
Administration.
§ 200.82 Director Financial Reports Di-

vision and Deputy.

To the position of Director, Financial
Reports Division, and under his general
supervision to the position of Deputy
Director, Financial Reports Division,
there is delegated the following basic
authority and functions:

(a) To direct the activities of the Fi-
nancial Reports Division.

(b) To devise and establish basic
policie, practices, and procedures with
respect to the preparation, analysis, and
interpretation of the financial state-
ments and fiscal reports of the Adminis-
tration, and to direct the preparation of
such statements and reports.

(c) To maintain effective control over
the management of the various FHA
insurance funds and accounts and to
provide adequate financial information
pertaining thereto.

(d) To submit 'to the Treasury De-
partment authorizations for purchnse of
US. Government securities, pursuant to
agreements between mortgagors or other
depositors and FA, and soles and dis-
position of U.S. Government securities
purchased for mortgagors or other de-
positors, received as a result of assign-
ment of insured mortgages or as a result
of other agreements; U.S. Government
securities deposited in accordance with
mortgagor corporate charters, regulatory
or special agreements, for safekeeping;
and requests for withdrawal of U.
Government securities.

(e) To execute and certify vouchers
in payment of U.S. Government securi-
ties invested for the various Insurance
funds and/or pursuant to agreements
between mortgagors or other depositors
and PEA.

f) To execute and certify vouchers to
provide funds in the account of the
Treasurer of the United States for pay-
ment of principal and interest on FHA
debentures, for the repayment of bor-
rowed funds and interest thereon, and
for return to the Treasury Department
of surplus funds arising out of opera-
tions of certain accounts.

(g) To execute and submit to the
Treasury 'Department and/or to the
Office of lanagement and Budget inter-
governmental financial reports required
by applicable statutes or regulations of
the Treasury Department or Office of
lanagement and Budget.
(h) To maintain liaison with the

General Accounting Office, Treastiry De-
partment and Offlce of Mlanagement and
Budget on matters pertaining to finan-
cial activities, and with mortgagees con-
cerning the acceptance of debentures in
exchange for mortgages held by the
Secretary.

(I) To act 1with the Aslstant Commis-'
stoner-Comptroller and under his direc-
tion in the determination of basic
financial mangement and reportin-
policy.

C) To determine .the presmt and
future cash requirements of the various
insurance funds and accounts, and to
recommend Investment, borro,.Ln andi
repayment transactions.

() To prepare certifications to Da-
partment of Defens-, National Aeronau-
ties and Space Adminitration, and
Atomic Enervy Commission of operatin
lozzes Incurred by FHA under Armed
Services Housing Insrance prcgrams s
provided for in agreements.

a) To recommend ltquidztion of in-
vestments and redemption of dwen-
tures; to execute assignments In connec-
tion with the redemption of debentaress
held for the account, of the FHA insur-
ance funds or received in exchange for
acquired sfecurity; and to maintain liai-
son with the Treasury Department in the
execution of fiscal propesals.
§ 200.81 [Reserved]
§ 200.04a [Reserved]
§ 200D.4b Field Office Direetors, Depu-

ties, and Assisans.
To the position of Field Office Director,

and to ench of them; and to the poition
of Deputy Field Office Director, and to
each of them under the general super-
vision of the Field Office Director hav-
ing Jurisdiction; and to the psition of
Assltant F eld Off1ce Director, and to
each of them under the general super-
vision of the Field Office Director hav-
Ing Jurisdiction there Is delegated the
basic authority and function to direct
and rupervise all activities of the Fed-
eral Housing Administration in the gea-
graphical area under his JurLdiction.
§ 200.-Ic Director of the Multifamiy

Housing Insuring Office (New York).
To the position of Director of the

M.ultifamily Housing Insuring Office
(N w York) there is delegated the fol-
lowing duties and functions:

(a) To direct multifamily housing
mortzage Insurance operations and proj-
ect mortgage servicing operations in the
State of Iew York and to provide advice,
guidance, and assistance on multifamily
housing to other Insuring offices in
departmental Rezion L
§ 200.84d [Reserved]
§ 200.31e Director, Compliance Coordi-

nation.

To the position of Director, Compli-
ance Coordination, there is delegated th3
following basic authority and functions:

(a) With r-spect to departmental
activities, to determine noncompliance
with statutes, including the criminal
statutes, rules, regulations, policies, ani
procedures, and instructions governing
FHA operations and participants in FEA
programs, except section 2 of Title I of
the National Housing Act, and to refer
cases requiring investigation to the In-
spection Division, HUD.
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(b) To recommend administrative
action and assure that appropriate and
timely action is taken, and to maintain
liaison, as required, with the Inspection
Division, HUD, and central control
records on the referral, findings, and dis-
position of all compliance cases, except
those relating to section 2 of Title I of
the National Housing Act.

(c) To assist the Deputy Employment
Policy Officers, and the Deputy Contracts
Compliance Officers with compliance ac-
tivities under the Executive orders for
equal opportunity in housing, equal em-
ployment opportunity in government and
on government contracts and govern-
ment-assisted contracts.

(d) To maintain continuing liaison,
as required, with the Inspection Division,
HUD, on Equal Opportunity in Housing
and Equal Employment Opportunity.

DELEGATIONS TO COM=nTTEES
§ 200.85 Executive Board.

(a) Members. The committee called
the Executive Board is comprised of the
following members: Assistant Secre-
tary-Commissioner, Chairman; Deputy
Assistant Secretary, Vice Chairman; Ex-
ecutive Assistant Commissioner; Assist-
ant Commissioner for Field Operations;
Assistant Commissioner for Subsidized
Housing Programs; Assistant Commis-
sioner for Unsubsidized Insured Housing
Programs; Assistant Commissioner for
Property Improvement; Assistant Com-
missioner for Technical and Credit
Standards; Assistant Commissioner for
Programs; Assistant Commissioner for
Administration; Assistant Commissioner
for Rehabilitation; and Assistant Com-
missioner-Comptroller.

(b) Functions. The functions of the
Executive Board are to consider and ad-
vise with respect to basic policy, plans
and general program matters of the
Administration.

(c) Minutes. The Commissioner shall
designate a secretary to the Board who
shall prepare minutes of each Board
meeting, which shall constitute the offi-
cial record of matters considered and
actions taken by the Board. Such minutes
shall be dated, consecutively numbered
and shall be signed by each member who
attended the meeting. The original of
such minutes shall be retained by the
Assistant Commissioner-Comptroller, in
the official FHA records.
§ 200.86 Security Committee.

(a) Members. The Security Com-
mittee is comprised of the following
members: Personnel Security Officer,
Chairman; Assistant Commissioner for
Administration, Vice Chairman; and
Deputy Assistant Commissioner for Field
Operations.

(b) Functions. The functions of the
Security Committee are:

(1) To make recommendations to the
Commissioner from time to time with
respect to the designation of sensitive
positions under the Security Regulations
of the FHA, or the revocation of such
designations.

(2) To advise with and make recom-
mendations to the Commissioner regard-

ng any security matter which the Per-
sonnel Security Officer may bring before
the committee for advice or consultation.
§ 200.87 Management Improvement

Committee. I

(a) Members. The Management Im-
provement Committee is composed of the
following members: Director of the
Management and Operations Assistance
Division, Chairman; Staff Adviser to the
Assistant Commissioner for Administra-
tion, Vice Chairman; and one designee
of each of the following: Assistant Com-
missioner-Comptroller, Assistant Com-
missioner for Subsidized Housing Pro-
grams; Assistant Commissioner for
Property Improvement; Assistant Com-
missioner for Technical and Credit
Standards; Assistant Commissioner for
Unsubsidized Insured Housing Programs;
Assistant Commissioner for Programs;
Assistant Commissioner for Field Opera-
tions; Assistant Commissioner for Re-
habilitation; and Director of the Budget
Division.

(b) Functions. The functions of the
Management Improvement Committee
are to maintain and operate an FHA Em-
ployee Suggestion System within the
framework of the over-all Employee
Awards Program.
§ 200.89 Substantial Compliance Com.

imittee.
(a) Members. (1) The Substantial

Compliance Committee is comprised of
the following members: Assistant Com-
missioner for Property Improvement,
Chairman; Assistant Commissioner-
Comptroller; Assistant Commissioner for
Administration; and Assistant Commis-
sioner for Programs, or their designees.

(2) Three members shall constitute a
quorum.

(b) Functions. The functions of the
Substantial Compliance Committee are
to waive compliance with regulations
heretofore or hereafter prescribed with
respect to the interest and maturity of,
and the terms, conditions, and restric-
tions under which loans, advances of
credit and purchases may be insured
under section 2 of Title I of the National
Housing Act If, in the judgment of the
committee, the enforcement of such reg-
ulations would impose an injustice upon
an insured institution which has sub-
stantially complied with such regula-
tions in good faith and has refunded or
credited any excess charge made, and if
such waiver does not involve an increase
of the obligation which would have been
involved if the regulations had been fully
complied with.

(c) Minutes. This committee shall
meet at the call of the Chairman and
shall maintain minutes of each meeting.
Such minutes shall be dated, consecu-
tively numbered and shall be signed by
each member who attended the meeting.
The original of such minutes shall be
retained by the Assistant Commissioner-
Comptroller, in the official FHA records.
§ 200.90 Finance Committee.

(a) Members. The Finance Committee
is comprised of the following members:
Director, Research and Statistics Divi-

sion, Chairman; Assistant Commis-
sioner-Comptroller; Assistant Commis-
sioner for Administration; and Deputy
Director of the Office of Property Dis-
position-Housing Management, or his
designee.

(b) Functions. The functions of the
Finance Committee are;

(1) [Reserved]
(2) To make recommendations to the

Commissioner from time to timo with
respect to (i) the liquidation of invest-
ments held in the name of the Commis-
sioner and (U1) redemption of debentures.

(3) To make recommendations to the
Commissioner with respect to the dis-
tribution between the General Surplus
Account and the Participating Reserve
Account of the net income received or
net loss sustained by the Mutual Mort-
gage Insurance Fund In any semian-
nual period.

(4) To make recommendations to the
Commissioner for the establishment of
annual valuation reserves on assets ac-
quired pursuant to the terms of Insur-
ance contracts under the various Insur-
ance funds.

(5) To advise with and make rec-
ommendations to the Commissioner with
respect to other matters referred to the
Committee by the Commissioner.

c) Minutes. The Finance Commit-
tee shall meet at the call of the Chair-
man and shall maintain minutes of each
meeting. The minutes shall be dated,
consecutively numbered and shall be
signed by each member who attended
the meeting. The original of the min-
utes shall be retained by the Assistant
Commissioner-Comptroller, In the offi-
cial FHA records.
§ 200.91 Operations Analysis P o I i c y

Committee.
(a) Members. The Operations Anal-

ysis Policy Committee Is comprised of
the following members: Deputy Commis-
sioner, Chairman; Executive Assistant
Commissioner; Assistant Commissioner
for Field Operations; Assistant Commis-
sioner for Programs; and Assistant Como
missioner for Administration.

(b) Functions. The functions of the
Operations Analysis Policy Committee
are to guide, develop, and coordinate
concerted analysis of agency operations,
methods, standards, criteria, policies,
and operating results and to develop
basic improvements and make recom-
mendations for modifications In proce-
dure, concept, and, as appropriate,
policy.
§ 200.92 Structural Defects Commlttc.

(a) Members. The Structural Defects
Committee Is composed of the following
members: Director, Single Family Divi-
sion, Chairmbn; Assistant Commis-
sioner-Comptroller; and Assistant Com-
missioner for Technical and Credit
Standards, or their designees.

(b) Functions. The functions of the
Structural Defects Committee are to take
appropriate 6.ction in exceptionally dif-
ficult or questionable cases relating to
expenditures to correct or compensate
for structural defects in houses financed
with insured mortgages. Action on any

FEDERAL REGISTER, VOL. 36, NO. 246-WEDNESDAY, DECEMBER 22, 1971

24482



RULES AND REGULATIONS

case may be taken by the committee on
its own initiative or on the basis of
recommendations and findings of a Field
Office Director.
§ 200.93 Multifamily Participation Re-

view Committee.
(a) Members. The Multifamily Par-

ticipation Review Committee shall con-
sist of the following officials or their
deputies: Assistant Commissioner for
Field Operations, Chairman; Assistant
Commissioner for Administration, Vice
Chairman; Assistant Commissioner for
Technical and CreditStandards; Assist-
ant Cominssioner for Unsubsidized In-
sured Housing Programs; Assistant
Commissioner for Subsidized Housing
Programs; Assistant Commissioner for
Rehabilitation; Director of the Partici-
pation and Compliance Review Division;
and such other members as the Assistant
Secretary-Commissioner shall designate.
The Chairman or the Vice Chairman
shall preside at each meeting of the com-
mittee. The Previous Participation Re-
view Officer shall be Executive Secretary
of the Committee.

(b) Functions. To act for theAssistant
Secretary-Commissioner in determining
the acceptability of new multifamily pro-
posals, taking into consideration all past
FHA and HUD experience with the
principals.
§ 200.94 Loan Assistance Committee.

(a) Members. The Loan Assistance
Committee is composed of the following
members: Assstant Commissioner for
Subsidized Housing Programs, Chair-
man; Assistant Commissioner-Comptrol-
ler; and Assistant Commissioner for
Programs, or their designees.

(b) Function. The function of the
Loan Assistance Committee is to approve
or disapprove the waiver of repayment
in whole or in part of loans made under
section 106 of the Housing and Urban
Development Act of 1968 and section 207
of the Appalachian Regional Develop-
ment Act of 1965, as amended.

(c) Minutes. The Committee shall
meet at -the call of the Chairman and
shall maintain minutes of each meeting.
Such minutes shll be dated, consecu-
tively numbered and shall be signed by
each member whb attended the meeting.
The original of such minutes shall be
retained by the Assistant Commissioner-
Comptroller in the official FHA records.

MscELAnEous DEL0GAIONS
§ 200.95 Field Office Chiefs of Opera.

tions and Assistants to the Directors.
To the position of Field Office Chief of

Operations, and to each of them, and
to the position of Field Office Assistant to
the Director, and to each of them, there
is delegated the following duties and
functions:

(a) To execute regulatory agreements
and to issue eligibility statements and
commitments for insurance and to exe-
cute insurance contracts pursuant to
such commitments, including mortgage
insurance certificates.

(b) To approve a change in amount,
a change in term, extension of the date

of commencement of construction, ex-
tension of the expiration date, or any
other modification in the commitment
for insurance or insurance contract.

(c) To approve permissible refunds of
processing fees.

(d) To consent to the release of
mortgagors.

(e) To consent to the release of por-
tions of mortgaged property from the
lien of the mortgage.

(W To approve or disapprove for
mdrtgage insurance advances of mort-

"gage money during construction and
execute such Instruments as may be
necessary in connection therewith.

(g) To approve or disapprove "Change
Orders" during construction.

(h) To direct field office physical in-
spections of properties covered by
insured project mortgagees, examination
of operating reports and mortg-agee
annual inspection reports, and to in-
stitute corrective action to cure defl-
clencles disclosed by such inspections and
reports.

(C) To approve or disapprove requests
from mortgagors for perlsson:

(1) To furnish rental units.
(2) To provide tenants with equip-

ment or services not contemplated in the
original processing of the application
for mortgage insurance or, in the case
of a Commissioner-held purchase money
mortgage, not contemplated at the time
of sale.

(3) To alter, modify, or add to the
physical structure.

(4) To withdraw funds from replace-
ment reserves for replacement of items
originally scheduled.

(J) To approve or disapprove rent in-
creases and seasonal rental charges in
rental projects covered by insured or
Commissioner-held mortgages and to
investigate and determine action to be
taken on tie-in charges for apartment,
garage, furniture, and equipment rentals.

(k) To approve or disapprove the plan
of management of cooperative mort-
gagors under an insured mortgage.

(1) In connection with cooperative
projects covered by Insured mortgages,
to determine the adequacy of carrying
charges and approve or disapprove such
charges.

(m) To exercise the authority of the
Commissioner, where required, in grant-
ing prior credit approval under the pro-
visions of Title I of the National Hous-
ing Act and regulations thereunder.

(n) To approve or disapprove requests
of a mortgagee to obtain title by deed In
lieu of foreclosure to property covered
by an insured home mortgage.

(o) To approve or disapprove requests
of mortgagees for extension of the
regulatory period for commencement of
foreclosure, the regulatory period for
election to asslgn the mortgage to the
Commi-sioner and the regulatory Period
within which to tender properties to the
Commissioner.

(p) To approve or disapprove plans
to reinstate defaulted Commissioner-
held mortgages and to initiate action to
cure defaults of CommIloner-held and
insured mortgages.

(q) In connection v,th the new home
loan provisions of the reaulations Issued
pursuant to Title I of the National Hous-
Ing Act, to approve the sale by insured
Institutions of acquired property where
the Insured Institution exerclses its op-
tion to sell the property in the open
market in lieu of conveyance to the Com-
mis-soner.

Cr) To as=ess late charges against de-
linquent mortgagors under Commission-
er-held home mortgaes.

(s) To determine and initiate action
to acquire properties under defaulted
Commizsioner-held home mortgages by
foreclosure.

(t) To direct the affairs of mortgagor
corporations rhen control has been as-
sumed by the Federal Housing Commis-
sloner as preferred stockholder.

(u) In connection with the sale, rental,
maintenance, or management of ac-
quired properties or properties of the
United States over which FHA has been
granted custody or possession by another
agency or agencies of the United States
or properties held as mortgagee in pos-
session, to execute contracts for supplies
and services and to Issue orders for the
publication of notices and advertisements
in newspapers, magazines, and periodi-
cals, all in accordance with the proAi-
sions of the FHA manual.

(v) To approve offers to rent or pur-
chase individually acquired 1- to 4-family
units and to execute contracts for the
sale of any properties and proJect3
owned by the Federal Housing Commls-
sioner or over which FHA has been
granted custody or possession by another
agency or agencies of the United States
upon approval of any such sale by com-
petent authority.

(w) In connection with the sale of
Commissloner-owned properties or proj-
ects or properties of the United States
over which FHA has been granted cus-
tody or pos-slon by another agency or
agencies of the United States, to convey
and to execute in the name of the Com-
missoner, deeds of conveyance, deeds of
release, assignments and satisfactions of
mortgugs, and any other written Instr-
ment relating to real or personal prop-
erty or any Interest therein heretofore
or hereafter acquired by the Commis-
sioner pursuant to the provisions of the
National Housing Act or pursuant to an
agreement with another agency or
agencies of the United States, and to
consent to the assignment of the interet
of the contract purchaser under a con-
tract for deed and to the substitution of
mortgagor under a mortgage held by or
entrusted to the Commissioner.

(x) To execute applications and other
documents in connection with any func-
tion which the Federal Housing Admin-
Istition may perform for any other
agency or agencie3 of the United States.

(y) To endors3 loss drafts and chec"s
for settlement of claims for Insurance
losses on Insured mortgages and Com-
mnissoner-held mortgages, both home
and multifamily.

C) To make findings and recommen-
dations and take appropriate action in
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cases relating to the correction of struc-
tural defects in houses financed with
Insured mortgages.

(aa) To certify the eligibility of indi-
vidual tenants for rent supplement pay-
ments, to execute contracts for rent sup-
plement payments, to approve a change
in amount, a change in terms, or any
other modification in the contracts for
rent supplement payments.

(bb) To make the high cost determi-
nations for the Federal National Mort-
gage Association prescribed in section
305(g) of the National Housing Act.

(cc) To make contracts for interest
assistance payments .under sections 235
and 236 of the National Housing Act and
to approve change in amount, change in
term, or any other modification in such
contracts.
§ 200.96 Field Office Directors, Deputy

Directors and Assistant Directors;
and Director, Multifamily Housing
Insuring Office (New York).

To the position of Field Office Director,
and to each of them; and to the position
of Deputy Feld Office Director, and to
each of them; and to the position of As-,
sistant Field Office Director, and to each
of them; and with respect to insurance
and servicing of multifamily housing
project mortgages to the position of Di-
rector, Multifamily Housing Insuring
Office (New York), there Is delegated the
following duties and functions:

(a) The duties and functions as set
forth in § 200.95.

(b) To act for the Commissioner in
determining applicable mortgage limits
for communities in the insuring office
Jurisdiction for all mortgage insurance
programs for which the Commissioner
is authorized to increase basic mortgage
limits provided by law where cost levels
so require. -

(c) To make reservations of contract
authority for interest assistance under
section 235 of the National Housing Act
and to modify or cancel such reserva-
tions of contract authority.

(d) To approve loans under section
106 of the Housing and Urban Develop-
ment Act of 1968 subject to the avail-
ability of funds, and under section 207
of the Appalachian Regional Develop-
ment Act of 1965, as amended, subject
to the availability of funds and concur-
rence of the Appalachian Regional Com-
mission and to approve waiver of interest
on loans made to nonprofit organizations
under the Appalachian Regional Devel-
opment Act of 1965.
§ 200.97 Assistant Commissioner for

Field Operations and Deputy; As-
sistant Commissioner for Home
Mortgages and Deputy; Assistant
Commissioner for Property Improve-
ment and Deputy; and the Assistant
Commissioner for Multifamily Hous-
ing and Deputy and Division Direc-
tors under their supervision.

To the positions.of Assistant Commis-
sioner for Field Operations and his
Deputy; andas they apply to home mort-
gage insurance operations to the posi-
tions of Assistant Commissioner for
Home Mortgages and his Deputy; and
as they apply to property improvement
loans under section 2 of title I of the
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National Housing Act to the positions of
Assistant Commissioner for Property Im-
provement and his Deputy; and as they
apply to multifamily housing mortgages
to the positions of Assistant Commis-
sioner for Multifamily Housing and his
Deputy, and as they apply to multifamily
housing project mortgage servicing to
the positions of Director, Project Mort-
gage Servicing Division, and his Deputy
and to the positions of branch chief and
to each of them under their supervision,
and as they apply to project mortgage in-
surance initiation to the positions of Di-
rector, Project Mortgage Insurance
Division, and his Deputy and to the posi-
tions of branch chief and to each of them
under their supervision, there is dele-
gated the following duties and functions.

(a) To exercise the authority of the
Commissioner under the Administrative
Regulations pursuant to any section or
title of the National Housing Act in any
instance requiring the approval of the
Commissioner.

(b) (1) To approve the insurance of
mortgages taken as security in connec-
tion with the sale of properties con-
veyed to the Federal Housing Commis-
sioner.

(2) To the positions in this section
there are delegated the duties and func-
tions as set forth in § 200.95.
§ 200.98 Chief Underwriter and Deputy,

Chief Mlortgage Credit Examiner and
Deputy, Chief Appraiser and Deputy,
Commitment Appraiser, and Com-
mitmcnt Mortgage Credit Examiner.

To the positions of Chief Underwriter,
Deputy Chief Underwriter, Chief Mort-
gage Credit Examiner, Deputy Chief
Mortgage Credit Examiner, Chief Ap-
praiser, Deputy Chief Appraiser, and to
each of them, and with respect to the
issuance of commitments to the positions
of Commitment Appraiser and Commit-
ment Mortgage Credit Examiner, and to
each of them, there is delegated the
following duties and functions:

(a) To issue commitments for insur-
ance under any home mortgage insur-
ance program and to approve modifica-
tions of such commitments for insurance.

(b) To make the high cost determi-
nations for the Federal National Mort-
gage Association prescribed in section
305(g) of the National Housing Act.
§ 200.99 Real Property Officer.

To the position of Real Property Officer
and to each of them there is delegated
the duties and functions as set forth in
paragraphs (v) and (w) of § 200.95.
§ 200.100 Closing Clerk.

To the position of Closing Clerk and
to each of them there is delegated the
duty and function to execute in the name
of the Commissioner, as authorized'
agent, mortgage insurance certificates
under any home mortgage program and
any other documents requiring the sig-
nature of the authorized agent incident
to completion of the closing of the mort-
gage insurance transaction.
§ 200.103 Division Directors and their

superiors; Field Office Directors,
Deputies, and Assistants, and others.

To the position of Assistant Commis-
sioner and Deputy- Assistant Commis-

stoner, Special Assistant and Deputy
Special Assistant, Assistant to the Com-
missioner, Defense Coordinator, Division
Director and Deputy Division Director,
Field Office Director, Deputy Field Office
Director, Assistant Field Office Director,
there is delegated the duty and function
to certify that official long distance tele-
phone calls made were necessary in the
interest of the Government, pursuant to
31 U.S.C. 680a (section 4 of the Aot ap-
proved May 10, 1939, 53 Stat. 738).
§200.104 Classified Information Con.

trol Officer.
To the position of Classified Informa-

tion Control Officer there Is delegated the
following duties and functions:

(a) To receive all classified informa-
tion addressed to the Federal Housing
Administration and to be responsible for
the proper dissemination thereof.

(b) To safeguard all classified infor-
mation in accordance with established
security standards.

(c) To keep all officials of the EA
advised of security standards and re-
quirements with respect to the safe-
guarding and dissemination of classified
Information.
§ 200.105 Personnel Security Officer

and Deputy.
To the position of Personnel Security

Officer and under his direction and su-
pervision to the position of Deputy Se-
curity Officer there is delegated the
following duties and functions:

(a) To be responsible for the estab-
lishment and administration of a sccu-
rity program in the Federal Housing
Administration.

(b) To participate in conferences and
discussions as the security representative
of the FHA with officials of other govern-
ment agencies for the purpose of mang
effective'the National Personnel Security
Program.

(c) To clear personnel of the FHA for
sensitive positions.

(d) To evaluate security reports and
to take final action in security cases of
all types.

(e) To participate in proceedings be-
fore security hearing boards in any In.
stance where an PMA employee Is
involved.

(f) To prepare reports and releases as
required by the Attorney General and
the Civil Service Commision in the
administration of the FHA security
program.
§ 200.106 Assistant Coinniksioner fox'

Field Operations and Deputy; HUD
Regional Administrators and As.sist-
ant Regional Administratora for
FHA; Directors, Deputy Directors,
Assistant Directors, Administrative
Officers, Chief Clerks, and Service
Office Supervisors in MHA Field Of.
fices; and Assistant Commissioner
for Administration and Deputy.

(a) To the Assistant Commissioner for
Field Operations and Deputy; HUD Re-
gional Administrators and Assistant Re-
gional Administrators for FA; Direc-
tors, Deputy Directors, Assistant Direc-
tors, Adminisrative Officers, Chief Clefrk,
and Service Office Supervisors in FHA
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Field Offices; and the Assistant Commis-
sioner for Administration and Deputy,
pursuant to 5 U.S.C. 16a, there is dele-
gated the authority to administer the
oath required by section 1757, Revised
Statutes, as amended (5 U.S.C. 16), inci-
dent to entrance into the executive
branch of -the Federal Government, or
any other oath required by law in con-
nection pith employment therein, such
oath to be administered without charge
or fee and to have the same force and
effects as oaths administered by officers
-having seals.

(b) The authority of this section
covers the administration of Appoint-
ment Affidavits, Standard Form 61, and
oaths to witnesses in any matter pend-
ing before the United States Civil Serv-
ice Commission.
§ 200.107 National emergency.

To all Field Office Directors, Deputy
Directors, Assistant Directors, and Chief
Underwriters there is delegated, imme-
diately upon declaration by the President
of a national emergency or in event of
an enemy attack, authority to designate
certifying officers and to revoke such des-
ignations and to execute and submit to
the Treasury Department necessary
statements and schedules with respect
thereto, pursuant to Public Law 389, ap-
proved December 29, 1941 (31 U.S.C.
82b-82e), and the standards and proce-
dures of the Secretary of the Treasury
thereunder. This authority shall be ex-
ercised only in the event the Commis-
sioner is unable to act in his official
capacity.
§ 200.108 Director - Management and

Operations Assistance Division and
Deputy. I

To the position of Director of the
Management and Operations Assistance
Division and under his general supervi-
sion to the position of Deputy Director
of the Management and Operations As-
sistance Division, there is delegated the
following basic authority and functions:

(a) To act for the Assistant Secretary-
Commissioner in the following instances:

(1) In approving the settlement of
tort claims for and against the Assistant
Secretary-Commissioner.

(2) In approving the settlement of
claims not exceeding $6,500 made by em-
ployees for damage or loss of personal
property occurring incident to perform-
ing Government service.

(3) In executing releases or other in-
Sstruments required in connection with
the settlement of claims under subpara-
graphs (1) and (2) of this paragraph.

(b)' [Reserved]
(c) To execute as Contracting Officer

contracts for credit reports and to issue
orders for publication of notices and ad-
vertisements in newspapers, magazines,
and periodicals for securing such
contracts.

(d) To approve for payment travel
and other expenses incidental to the
transfer of an employee to a new duty
station, as provided in the Administra-
tive Expenses Act.
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§ 200.109 Regional Administrators, Dep-
uty Regional AdministratorM, and the
Assistant Regional Administrator, Re-
gion VIII (Denver), Housing Produc-
tion and Mortgage Credit.

To the position of Regional Admint-
trator, and to each of them, except the
Regional Administrator, Region VIr, and
to the position of Assistant Regional Ad-
ministrator for FHA, and to each of them
under the general supervision of the ap-
propriate Regional Administrator there
is assigned authority as follows:

(a) To allocate below market interest
rate funds to eligible section 221(d) (3)
projects and to make reservations of
contract authority for rent supplements
and for interest assistance under section
236 of the National Housing Act and to
modify or cancel such allocations and
reservations.

(b) To approve or disapprove the
eligibility of nonprofit sponsors and non-
profit mortgagors.

(c) To recommend to the Assistant
Commissioner for Programs approval of
applications for financial assistance and
approval of waiver of repayment of loans
made under section 207 of the Appa-
lachian Regional Development Act of
1965, as amended.

(d) To approve or disapprove, follow-
ing initial endorsement, increases in
project mortgage amounts recommended
or referred by FHA field offices.
The Regional Administrator, Region
33, will exercise the authority assigned
under this paragraph for the Puerto Rico
Jurisdiction.

(e) To approve or disapprove loans
for housing for the elderly or handi-
capped under section 202 of the Housing
Act of 1959 and to make contracts and
execute documents in connection there-
with and, with respect to project appli-
cations filed under section 202 of the
Housing Act of 1959 and converted to
applications for mortgage insurance un-
der section 236 of the National Housing
Act, to determine feasibility under sec-
tion 236, issue commitments for mortgage
insurance under section 236, insure such
mortgages pursuant to such commit-
ments, including approval of insured
advances during construction, and in
connection with section 202 loans to be
converted to insured mortgages under
section 236, to assign and deliver such
mortgages to the permanent lender.

(f) The duties and functions as set
forth in § 200.118.

§ 200.110 Chief, Valuation Section, and
Commitment Appraiser.

To the position of Chief, Valuation
Section, in each HUD Area Office, and
under his general supervision to the po-
sition of Commitment Appraiser, there
is delegated the following basic authority
and function: To approve conditional
commtments to insure 1- to 4-family
housing mortgages.
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§ 200.111 Chef, Mortgage Credit Sec-
tion. and Commitment Mortgage
Credit Examiner.

To the position of Chief, Mortgagr
Credit Section, in each HUD Area Olc ,
and under his general supervision to
the position of Commitment mortgo.-
Credit Examiner, there is delezated the
following basic authority and functions:

(a) To approve firm commitments for,
and to make interest assistance payment
contracts in conjunction with, the insur-
Ing of 1- to 4-family housing mortgages.

(b) To grant prior credit approval
under the provisions of title I of the Na-
tional HousinL Act and regulations
thereunder.
§ 200.112 Chief, Finance and Mortgage

Credit Section.
To the position of Chief, Finance and

Mortgage Credit Section, n each HUD
Area Office, there is delegated the follow-
ing basic authority and functions:

(a) To make interest assistance pay-
ment contracts.

(b) To make rent supplement con-
tracts.
§ 200.113 Asistant Director for Tecrni-

cal Services.
To the position of Assistant Director

for Technical Services in each HUD Area
Office, there is delegated the following
basic authority and functions:

(a) To direct underwriting processing
for the insurance of mortgages in pro-
grams other than l- to 4-family housing
and establish and administer related
processing target dates and construction
starting datez, to approve preliminary
underwriting determinations and recom-
mend their acceptance for the insurance
of mortgages in programs other than 1-
to 4-family housing, to approve related
construction advances and change
orders, and to perform the functions
and exercise the authorities as set forth
in § 200.112.

(b) To approve schematic documents.
architect's fees, findings (statutory room
cost), final plans and specifications, con-
struction contract awards, memoranda
of acceptance for occupancy, dates of
full availability, part I of certificates of
completion, preliminary loan requisi-
tions, development loan requisitions, ad-
ministrative loan requisitions, actual
development cost certifications, and all
prellmina technical determinations,
all as related to the production of low-
rent public housing.

(c) To approve preliminary deter-
minations underlying acceptance of ap-
plications, construction contract awards,
acceptance of final inspections, and ac-
ceptance of certificates in lieu of audit
or audit reports, all as related to the
production of college housing.
§ 200.114 Assistant Director for Single

Family Mortgagq Insurance, and
Deputy.

To the position of Assistant Director
for Single Family Mortgage Insurance in
each HUD Area Office and under his gen-
eral supervision to the position of Deputy
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there Is delegated the following basic au-
thority and functions:

(a) The duties and functions as set
forth in §§ 200.110 and 200.111.

(b) To establish and adiniter 1- to
4-family housing mortgage insurance
application processing target dates.

(c) To approve applications, subdivi-
sion reports, and construction changes
related to the production of 1- to 4-
family housing.
§ 200.115 Program Manager and Multi-

family Housing Representative.
To the position of Program Manager In

each HUD Area Office and under his gen-
eral supervision to the position of Multi-
family Housing Representative there is
delegated the following basic authority
and functions:

(a) To direct the participation in and
support by those activities in the Area
Office necessary to achieve required In-
terprogram coordination in dealing with
applications for (1) mortgage insurance
in programs other than 1- to 4-family
housing, (2) low-rent public housing,
and (3) other subsidized housing proj-
ects.

(b) To approve findings of accept-
ability of proposals with respect to their
completeness, compatibility with pro-
gram policy, and, as applicable, the satis-
faction of eligibility criteria, which find-
ings adequately support his recom-
mendations to the Director, Production
Division, regarding processing priorities.
§200.116 Director, Production Divi-

sion, and Deputy.
To the position of Director, Production

DivisiOn, in each HID Area Office and
under his general supervision to the posi-
tion of Deputy there is delegated the fol-
lowing basic authority and functions:

(a) To direct all activities essential
to the insurance of mortgages, including
the approval of determinations support-
ing feasibility letters, commitments and
insurance endorsements, and the ap-
proval of cost certifications, eligibility
statements, regulatory agreements, non-
profit sponsors and housing consultants,
all as related to mortgages in programs
other than one- to four-family housing;
to establish and monitor adherence to
related processing priorities- and sched-
ules, and to perform the functions and
exercise the authorities set forth in
§§ 200.113, 200.114, and 200-115.

(b) To approve preliminary loan con-
tracts, site reports, development pro-
grams, Annual Contributions Contracts
and amendments thereto and related
third-party contracts, turnkey housing
proposals, preliminary contracts of sale,
contracts of sale, and agreements to
lease, all as related to the production of
low-rent public housing.

(c) To approve loan or grant agree-
ments, financing plans (grants), loan
disbursements, final inspections, and
certificates in lieu of audit or audit re-
ports, all as related to the production of
college housing.

(d) To approve, cancel, or modify the
reservations -of contract authority re-
quired for subsidy payments, and the al-

locations of funds for Below Market In-
terest Rate Loans, all as related to the
insuring of 1- to 4-family and multi-
family housing mortgages.
§ 200.117 Director, Housing Services

and Property Management Division,
and Chief, Property Operations
Branch,

To the position of Director, Housing
Services and Property Management
Division, in each HUD Area Office and
under his general supervision to the
position of Chief, Property Opeations
Branch, there is delegated the following
basic authority and functions:

(a) To establish and administer sur-
vellance of financial institutions regard-
ing the servicing of 1- to 4-family hous-
ing mortgages essential to the preven-
tion and cure of delinquencies as well
as the avoidance of defaults, foreclosures,
and acquisitions.

(b) To consent to the release of por-
tions of mortgaged property from the
lien of the mortgage.
- (c) To approve mortgagee requests to

obtain title by deed in lieu of foreclosure
to property covered by an insured home
mortgage.

(d) To assess late charges against
delinquent mortgagors under Secretary-
held home mortgages.

(e) To direct the affairs of mortgagor
corporations when control has been as-
sumed by the Secretary as preferred
stockholder.

f) To determine the need for and
recommend initiation of action to ac-
quire properties under defaulted Secre-
tary-held home mortgages by fore-
closure.

(g) To establish and administer the
surveillance of financial institutions re-
garding the servicing of title I loans es-
sential to the prevention and cure of
delinquencies and the avoidance of
defaults and litigation.
§200.118 Area Director and Deputy

Area Director.
To the position of Area Director in

each HUD Area Office and under his
general supervision to the position of
Deputy there is delegated the following
basic authority and functions:

(a) To administer the activities of the
Area Office for insuring mortgages with-
in the assigned insuring jurisdiction, to
administer the low-rent and other hous-
ing production activities of the Area
Office, and to perform the functions and
exercise the authorities set forth in
§§ 200.116 and 200.117.

(b) To approve applications, feasibility
letters, conditional commitments, firm
commitments, initial and final endorse-
ments for insurance pursuant to such
commitments, project mortgage increases
prior to or in conjunction with final en-
dorsement, insurance fee refunds and ad-
justments pursuant to outstanding fiscal
instructions, requests from sponsors for
section 106 seed money loans or grants,
and Appalachian 207 loans.

(c) -To approve applications for pro-
gram reservations and preliminary loans,
to approve ACC (Annual Contributions
Contract) Lists and amendments thereto,

to approve part In of certificates of com-
pletion or consolidated certificates, and
to terminate ACC's (Annual Contribution
Contracts), all as related to the produc-
tion of low-rent public housing.

(d) To approve reservations of funds
for college housing.

Subpart E-Mortgage Insurance
Procedures and Processing

§ 200.140 Scope of cubpnrt.
This subpart is confined to general

procedures and processing covering
mortgage insurance irrespective of the
particular program involved. More spe-
cific information regarding procedures
and processing, including variances un-
der the several titles and sectIons of the
National Housing Act, are treated In
other provisions of this chapter.
§ 200.141 Proccdure in general.

All mortgage Insurance programs in-
volve four basic steps. First, applica-
tions for insurance; second, commit-
ments for Insurance; third, Insurance
endorsements; and fourth, claims for
losses.

APPLiCATiOUr lORl Xsurmuic
§ 200.142 Form and filing.

Any financial Institution approved by
the Commissioner as a mortgagee may
apply for mortgage insurance. The ap-
plication form may be obtained from any
Federal Housing Administration field
office. The application must be sub-
mitted to the office having Jurisdiction
over the area In which the property
described in the application and offered
as security is located.
§ 200.143 Purpose and content.

Every application, whether for insur-
ance of a home type or project type
mortgage, sets forth the required infor-
mation to enable PEA to determine eli-
gibility under a particular program.
The eligibility consideration covers three
general areas as follows:

(a) The eligibility of the proposed loan
under the statute, i.e., term, Interest
rate, mortgage amount, and ratios of
loan to value or replacement cost.

(b) The eligibility of the property with
respect to compliance with FEA statu-
tory and regulatory requirements.

(c) (1) The eligibility of the mort-
gagor with regard to the mortgagor's
ability to carry and pay the proposed
mortgage debt.

(2) Applications are designed to meet
the requisites of the several programs.
Accordingly, the applications will call for
certain supplemental information, such
as drawings and specifications, financial
statements, exhibit and other informa-
tion appropriate to enable the MA to
make the necessary determinations con-
cerning eligibility.
§200.144 Fees.

Each application must be accompanied
by a fee for examination In an amount
in effect on the date the application Is
filed as indicated by the regulations cov-
ering the particular Insurance program.
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§ 200.145 Technical analysis and under-rting processing.

(a) When an application for mortgage
insurance is received In the Field Office
it is recorded and a receipt issued there-
for. The proposed transaction is then
analyzed to determne whether the appli-
cation and supporting information is In
proper form for underwriting processing.

(b) Underwriting processing nvolves
consideration of the elements having to
do with eligibility for insurance includ-
ing review of the planning, cobstruction,
and specifications, cost estimation and
valuation, and credit analysis. The find-
ings are included in a report and recom-
mendation which is the basis for the
commitment.
§ 200.146 Acceptance, rejection and re-

consideration.
(a) If an application for mortgage in-

surance meets the eligibility require-
ments a commitment for Insurance is
issued.

(b) If the application for mortgage
Insurance is not eligible for processing
or does not qualify, this fact is reported
to the applicant together with the rea-
son for the rejection.

(c) A rejected application for mort-
gage insurance may be reconsidered upon
written request to the Field Office which
rejdcted the application.

COM1UITMET FOR INSURANCE

§ 200.147 Issuance of commitment.
After a determination that the mort-

gagor and the property offered for se-
curity meets the standards and require-
ments as to eligibility, a commitment Is
prepared and forwarded over the signa-
ture of the Authorized Agent to the ap-
proved mortgagee setting forth the
terms and conditions under which the
mortgage transaction will be insured.
The commitment is a binding contract
between the FRA and the mortgagee pre-
senting the application.
§ 200.148 Types of commitments.

(a) Home mortgages. In connection
with home mortgages the commitment
issued may be conditional or firn.

(1) Conditional commitment. A con-
ditional commitment is requested in a
case where the mortgagor is unknown
and therefore cannot be specified in the
application. The Commissioner agrees
to insure a mortgage on specified prop-
erty in an amount and inder the terms
specified, provided the property is sold
to a purchaser who is satisfactory to the
FRA as a borrower.

(2) Firm commitment. A firm com-
mitment is requested where the mort-
gagee desires insurance of a mortgage
on specified property with a named
mortgagor in an amount and on terms
set forth in the commitment.

(b) Project mortgages. In connection
with project mortgages the mortgagee
may specify which of two types of com-
mitments he desires.

(1) Commitment for insurance of ad-
vances. A commitment for insurance of
advances specifies that the FHA will

insure construction advances, subject to
compliance with the commitment terms.

(2) Commitment to insure upon com-
pletion. A commitment to insure upon
completion does not Include construction
advances, but provides that the FHA
will insure the mortgage upon completion
of the project subject to compliance with
the commitment terms.
§ 200.149 Terms and conditions.

(a) The commitment sets forth the
exact conditions under which the FHA
will insure the mortgage loan. It indi-
cates the maximum eligible term of
years, the amount of such loan, the inter-
est rate and the amount of the monthly
installment, including principal and in-
terest. In addition, in connection with
proposed construction there may be pro-
vision for structural requirements and
the number and type of inspections nec-
essary. In the case of proJectmortgages,
the commitment may indicate a schedule
of advances which will be insured upon a
finding that such advances are made In
accordance with the commitment.

(b) A commitment Is for a definite
period of time and contains cancellation
conditions which permit FHA to cancel
the commitment in case of non-com-
pliance with its terms. Upon full com-
pliance with the terms of the commit-
ment Instrument, the FA is legally
bound to endorse the mortgage for in-
surance.

INSUmNCE EzoOnsEL=rnv
§ 200.150 Request for endorsement.

Mnen all conditions of the commit-
ment are fully met the commitment, to-
gether with all supporting documents
such as the note, mortgage and any other
exhibits as required by the terms of the
commitment, are returned to the PHA
by the mortgagee with request for en-
dorsement for insurance.
§ 200.151 Final review.

Upon receipt of a request for endorse-
ment the FHA makes a final review of the
commitment and the supporting docu-
ments to determine that all are In proper
order and that the terms and conditions
have been fully performed.
§ 200.152 Endorsement for insurance.

When it has been determined that the
terms and conditions of the commitment
have been fully complied with, the FHA
insures the mortgage and evidences the
insurance by the Authorized Agent's
signature in the endorsement panel on
the mortgage note which is then re-
turned to the mortgagee. After this en-
dorsement the mortgagee Is entitled to
the benefits of insurance subject to com-
pliance with the administrative regula-
tions which are, in effect, a part of the
insurance contract,

Cr.hnxs Foa LossEs
§ 200.153 Presentation of claim.

In the event of a default of an Insured
mortgage the mortgagee presents a claim
for insurance benefits. The application

form for debentures and certificate of
claim may be obtained from the Head-
quarters Office in Washing-ton and is
filed with the PEA Comptroller in Wash-
ington, D.C.
§ 200.154 Notice of default.

Upon default in a mortgage the mort-
gagee submits a notice of default status
to the FHA Insuring 01ce having juris-
diction over the area wherein the mort-
gage security is located.
§ 200.155 Claim requirements.

To perfect Its claim for payment the
mortgagee Is required either to assign the
mortgage to the Commissioner or tender
to him a good merchantable title to the
property covered by the Insured mort-
gage. In the home mortgage programs
the mortgagee is required to foreclose
the insured mortgage and obtain title
to the property under a deed conveying
good merchantable title. In project
mortgage programs the foregoing proce-
dure may be followed or the mortgagee
has an alternative option to assign the
Project mortgage to the Commissioner.
If the latter option Is exercised the claim
for Insurance is reduced by one percent
of the amount of the mortgage.
§ 200.156 Settlement of claims.

Upon approval of title conveyance
thereof and delivery of possession of the
property to the Commissioner, deban-
tures and a certificate of claim are issued
to the mortgagee in accordance with a
computation provided by statute for the
particular program. The debentures in-
clude an amount equal to the unpaid
principal of the mortgage plus certain
other Items such as advances made for
hazard insurance, payment of taxes, FHA
mortgage insurance premium and a por-
ton of foreclosure expenses. The terms
of the statute strictly control the
amounts which may be allowed in deben-
tures. Certain expenditures made by the
mortgagee, not allowed in the debentures,
are included in the certificate of claim.
§ 200.157 Provisions and characteristics

of debentures.
(a) Series and fund. Debentures are

Issued In appropriate serles and are the
obligation of and issued in the name of
the particular mortgage insurance fund
under which the mortgage Is insured.

(b) Registration, denominatio, and
execution. Debentures are issued in rez-
istered form and in denominations of
$50. $100, $500, $1,000, $5,000 and $10,000.
Debentures are signed by the Federal
Housing Commlssoner by facsimile sig-
nature and imprinted with the saal of
the Federal Housing Administ ration.

(c) Rate of interest and interchan-ge-
ability. Debntures carry a rate of in-
terest prescribed by the Commissloner
but not in excess of an annual rate de-
termincd by the Secretary of the Treas-
ury in accordance with a prescribed
statutory formula involving yields or
prices of outstanding marketable obli-
gations of the United States. Deben-
tures of the same series bearing the same
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Interest rate and having the same ma-
turity date shall be freely interchange-
able between the various authorized de-
nominations.

(d) Negotiability and redemption.
Debentures are negotiable and are fully
guaranteed as to principal and interest
by the United States. Debentures are
redeemable on call Issued by the Com-
missioner.

(e) Payment of principal and interest.
Principal and interest of debentures shall
be payable when due at the Treasury
Department, Washington, D.C., or at any
Government agency or agencies in the
United States which the Secretary of the
Treasury may from time to time desig-
nate for that purpose. Theprincipal and
interest shall be payable to the registered
owner whose name shall be Inscribed on
the debentures or to the assignee as
shown by executed assignments.

(f) Transfer and use-(1) In general.
Debentures are fully transferable and
may be freely sold or assigned. They
may be used by approved mortgagees in
lieu of cash for payment of FHA mort-
gage insurance premiums.

(2) Mutual Mortgage Insurance Fund
debentures., Debentures of the Mutual
Mortgage Insurance Fund may be used
to pay mortgage insurance premiums on
mortgages Insured under sections 203(b),
203(h), and 203(i), of the National
Housing Act.

(3) Cooperative Management Housing
Insurance Fund debentures. Debentures
which are the obligation of the Coopera-
tive Management Housing Insurance
Fund may be used to pay premiums on
mortgages and loans which are Insured
under that Fund. Where the Insurance
of a mortgage or loan Is transferred from
the General Insurance Fund to the Co-
operative Management Housing Insur-
ance Fund, or where a mortgage or loan
Is endorsed for insurance pursuant to a
commitment transferred to the Coopera-
tive Management Housing Insurance
Fund, debentures Issued in connection
with such mortgage or loan may be used
to pay insurance premiums of either the
Cooperative Management Housing In-
surance Fund or the General Insurance
Fund.

(4) General Insurance Fund and de-
bentures of other funds. Debentures of
the General Insurance Fund and those
debentures issued as obligations of mort-
gage Insurance funds and accounts in
existence prior to the enactment of the
Housing and Urban Development Act of
1965 (other than the Mutual Moitgage
Insurance Fund) which are transferred
by the 1965 Act to the General Insurance
Fund may be used to pay mortgage insur-
ance premiums only on the following
mortgages and loans:

(I) Those which are the obligation of
the General Insurance Fund.

(il) Those transferred from the Gen-
eral Insurance Fund to the Cooperative
Management Housing Insurance Fund.

(Uii) Those endorsed for insurance
pursuant to commitmentg transferred to
the Cooperative Management Housing
Insurance Fund.

RULES AND REGULATIONS

§ 200.158 Applicability of Treasury reg-
ulations to debenture transactions.

The United States Treasury Depart-
ment Is the agent for the Commissioner
in connection with transactions and op-
erations relating to debentures. The
general regulations of the United States
Treasury Department governing trans-
actions and operations in United States
registered bonds, and the payment of In-
terest thereon, are adopted, so far as ap-
plicable, as the regulations of the Com-
missioner for similar transactions and
operations in debentures, including the
payment of interest on, with the follow-
ing exceptions:

(a) Payment of final interest on ma-
turing or called debentures. If the notice
of maturity or call for redemption shall
so provide, the final installment of in-
terest payable on any debentures at ma-
turity or earlier redemption date may
be paid with the principal in accordance
with the assignments on the debentures
Instead of by separate check drawn to
the order of the registered payee and
forwarded to him at his address of
record.

(b) Closing of transfer books. If the
call for redemption shall so provide, the
books maintained by the Treasury De-
partment may be closed against trans-
fers and denominational exchanges in
debentures for three full months pre-
ceding any interest payment date with
respect to any debentures called for re-
demption on such interest payment date.

(c) Detached assignments. Detached
assignments shdl be recognized and ac-
cepted in any particular case in which
the use of detached assignments Is spe-
cifically authorized by the Treasury De-
partment. Any assignment not made
upon the debentures is considered a de-
tached assignment.

(d) Assignments by corporations for
redemption for their own account. A de-
benture registered in the name of, or
assigned to, a corporation will be paid to
such corporation, at maturity or earlier
redemption date, upon an appropriate
assignment for that purpose executed on
behalf of the corporation by a duly au-
thorized officer thereof. An assignment
so executed and duly attested to in ac-
cordance with Treasury Department reg-
ulations will ordinarily be accepted with-
out proof of the officer's authority. In
all cases within this exception, payment
will be made only by check drawn to the
order of the corporation.
§200.159 Relief on account of lost,

stolen, destroyed, mutilated or de-
faced debentures.

The statutes of the United States and
the regulations of the Treasury Depart-
ment governing relief on account of the
loss, theft, destruction, mutilation or de-
facement of United States securities, so
far as applicable and as necessarily
modified to relate to debentures, are
adopted as the regulations of the Com-
missioner for the issuance of substitute
debentures or the payment of lost, stolen,
destroyed, mutilated or defaced deben-
tures.

§ 200.160 Redemption of debenturci
prior to maturity.

Debentures shall, at the option of the
Commissioner and with the approval of
the Secretary of the Treasury, be re-
deemable at par plus accrued interest on
any semiannual interest payment date
on 3 months' notice of redemption given
in such manner as the Commisloner
shall prescribe. The debenture interest
on the debentures called for redemption
shall cease on the semiannual interest
payment date designated in the call
notice. The Commissioner may include
with the notice of redemption an offer
to purchase the debentures at par plus
accrued interest at any time during the
period between the notice of redemption

-and the redemption date. If the deben-
tures are purchased by the Commilsionor
after such call and prior to the named
redemption date, the debenture Intorest
shall cease on the date of purchase.
§ 200.161 Administration of debenture

transactions.

The Secretary of the Treasury or the
Acting Secretary of the Trewury Is au-
thorized and empowered, on behalf of
the Commissioner, to administer the
regulations governing any transactions
and operations in debentures, to do all
things necessary to conduct such trans-
actions and operations, and to delegate
such authority at his discretion to other
officers, employees, and agents of the
United States Treasury Department. At
his discretion the Secretary, the Under
Secretary, or any Assistant Secretary of
the Treasury acting by direction of the
Secretary, Is authorized to walvo any
such regulation on behalf of the Com-
missioner in any particular case where
a similar regulation of the Treasury De-
partment with respect to United Statel
bonds or interest thereon would be
waived.
§ 200.162 Certificates of claim.

The certificate of claim Issued to the
mortgagee at the time debentures are
issued constitutes an agreement by the
FHA that after the FHA has recovered
its investment in a particular property
any excess over and above such invest-
ment Is available for payment on the
certificate of claim. Certificates of claim
bear interest at the rate of 3 percent per
annum.

Subpart F-Proporiy ImprovemenP
Loan Procedures and Procossing

Lown TrusACcxoIT
§ 200.165 Leder'a application for In-

surance.
Any financial institution which has

qualified as an approved lender may
apply to the Federal Housing Admin-
istration for Insurance against losses on
account of personal loans made for alter-
ations, repairs or improvements upon or
in connection with existing structures
which substantially protect or Improve
basic livability or utility as well as in-
surance against losse3 in connection with
the building of new nonresidential farm
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and non-farm structures. The maxi-
mum principal amount of such loans is
set forth in section 2, Title I of the Na-
tional Housing Act.
§ 200.166 Lending area.

(a) The Federal Housing Administra-
tion expects a qualified lender to confine
its Property Inprovement loan business
to the trading area usually served by the
institution in its normal operations. The
lender must be in a position to investi-
gate credits, make spot checks of the im-
provments being financed, and have its
own employee or qualified representative
make personal contact with delinquent
borrowers.

(b) Prospective borrowers may obtain
a list of qualifiedtenders in theparticular
area by -writing to the Federal Housing
Administration field office in the locality
or to the Headquarters Office in Wash-
ington, D.C. Prescribed forms for use in
connection with Property Improvement
loans are made available by lenders.
§ 200.167 Credit investigation of 1or-

rower.
Property Improvement loans are pri-

marily character loans, and the credit
standing and credit instrument of the
borrower are of primary importance. In
accepting a contract of insurance the
lender assumes the responsibility of ap-
plying sound principles in the evaluation
of credit. The borrower applicant must
furnish the lender with an executed
credit application on a form approved by
the Commissioner and disclosing infor-
mation sufficient to satisfy the lender
that the applicant represents an accept-
able credit risk, including information

.that the loan is for the alteration, repair
or improvement of property in which the
borrower has an eligible interest as
owner or lessee. The determination as
to-the eligibility of a loan for insurance
and the approval of borrower's credit and
all other details of the transaction are
handled by the lender, without prior ex-
amination or approval of the transaction
by the Federal Housing Administration.
except as specifically required by the
regulations.
§200.168 Other requirements for a

Property Improvement loan.
The note or other evidence of the ob-

ligation taken by the insured must be
valid and enforceable against the bor-
rower and must be payable in install-
ments. The borrower must have either
a fee title, life estate, a purchaser's inter-
est in a land contract, or a lease having
a fixed term expiring not less than six
calendar months after the maturity of
the loan. The fee title or life estate may
be subject to a mortpage or other lien.
The regulations provide maximum matu-
rity and mximum amounts for loans of
various classes and sets forth maximum
financing charges and certain items
which are considered ineligible for loans.
§ 200.169 Direct borrower loans.

The Property Improvement loan may
be initiated by a borrower who gives his
credit application directly to a lender.
The proceeds of a loan thus made are

delivered directly to such borrower with-
out the intervention or participation of
a dealer or other intermediary.
§ 200.170 Loan through a dealer.

Also eligible as Property Improvement
loans are dealer-originated cases where
the dealer or contractor first obtains a
credit application for the loan from the
borrower and, after completing the work.
has a note and completion certificate
signed by the borrower. The dealer pre-
sents these documents to the lender and
receives the proceeds of the loan, after
the lender determines that the transac-
tion is eligible for insurance. The Fed-
eral Housing Administration does not
approve dealers for particlpation.ln the
Property Improvement loan program.
This is a responsibility of the lender
which by investigation must determine
that the dealer is reliable, financially
responsible and quallfied to perform sat-
isfactorily the work to be financed and
is equipped to extend proper earvlce to
the customer. The lender also makes
the initial determination that the trans-
action Is or is not insurable.
§ 200.171 Notice to borrower.

At least six calendar days prior to
making disbursement to a dealer the
lender is required to give the borrower
written notice of the insured's intention
to disburse the proceeds of the loan if
the application is approved. Although
the borrower need not acknowledge re-
ceipt of the notice the lender must have
a record of having mailed or delivered
such notice.

§ 200.172 Disbursement of proceeds to
' dealer.

In connection ivlth all loans not made
directly to the borrower, the lender must
have investigated and approved the
dealer and have In its possesson, prop-
erly signed and dated:

(a) Completion certificate signed by
borrower indicating work or materials
have been satisfactorily completed or
delivered by dealer.

(b) Copy of dealer's contract or sales
agreement signed by borrower and dealer
describing the type and extent of im-
provements to be made and the materil
to be used.

(c) Borrower's authorization certifi-
cate, If note is payable to lender.
§200.173 Diseurzemcnt of proceeds to

borrower.
The lender may disburse the proceeds

of the note directly to the borrower by
cash, by check or money ordor drawn
solely in favor of the borrower, or by
crediting the borrower's account. In
such transactions, the dealer does not
participate in the disbursement in any
manner and the borrower, has complete
control of the funds at all times.

REPORT Alm Elmvu
§ 200.174 Report of loans.

Within 31 days after the loan is made
or the note is purcthnred from the dealer
the lender submits to the Federal Hou-

Ing Administration individual reports
setting forth on a pTescribed form the
details of each trns-action. This infor-
mation, includlng the name of the bar-
rower, the location of the property, the
amount of loan advanced, the finance
charces, the date of the note, and the
terms of payment is the basis for cam-
puting the insurance premium which will
be due and payable by the lender and Is
the oMcial record of the transaction
with the Adminitration. This report
results in the automatic insurance of the
loan as scoon as the required Insurance
premium is paid.
§ 200.175 Insurance charge.

The regulations provide for an annual
insurance charge based on a fractional
percentage of the net proceeds of each
loan reported for insurance. The lender
is billed once a month on all loans re-
ported for Insurance during the previous
period the receipt of which have bean
ackiowledged by the Commissioner.
§ 200.176 Insurance reserves.

For each lender holding a contract of
insurance, there is established by the
Federal Housing Administration a gen-
eral Insurance reserve the amount of
which is based upon the number of loans
the Imtitution reports for insurance dur-
Inc certain Periods. For each eligible
loan reported by a lender and accepted.
for insurance, 10 percent of the net pro-
ceeds of the loan is credited to the lend-
ers' Insurance reserve. The cumulative
credits to the Insurance reserve for each
lender thus equals 10 percent of the net
amount advanced by it on all eligible
loans and affords insurance againzt
1Io on Its overall lending operation.

Cas=i ron R~munsnsr roca Less
§ 200.177 Claims for payment.

Claim for relmbursement for loss on an
eligible Property Improvement Ioaz may
be made to the Federal Homing Admin-
Lstrator by the lender after the bor-
rower's default, provided demand has
been made for the full unpaid balance of
the note. The claim must be made
within a prescribed period and be ac-
companied by the lender's complete
credit and collection file for the trans-
action. The note and any security held
or Judgment taken must be duly as-
signed to the United States. An e-
aminaton and audit of each clIm is
m=de to determine compliance with the
provisions of the National Housing Act
and the regulations.
§ 200.178 Amount of clai.

(a) After It has been determined that
the loan and the lender's claim for Is
are eligibl- the lendr is reimbursed b7
a United State, Treasury chec , for SO
percent of the los sustained on the de-
faulted obligation. In addition, the
lender may be reimbn-=d as provided by
the regulations for a cerLin proportion
of attorney's fees and uncollected court
costs arising out of efforts to collect the
note.

(b) If the claim is disapproved the
lender is notified of the basis of such
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disapproval, with return to it of the
insurance premium and all related
papers and documents. Appeal for re-
consideration of disapproval may be had
by addressing a written request to Head-
quarters Office in Washington, D.C.
§ 200.179 Establishment of account.

The moneys derived from premium
charges and all moneys collected as fees
of any kind in connection with insur-
ance of 'financial institutions, and all
moneys derived from the sale, collection,
disposition, or compromise of any debt,
contract, claim, property or security as-
signed or held by the Commissioner are
deposited in an account in the Treasury
of the United States, which account is
available for defraying the operating ex-
penses of the Federal Housing Adminis-
tration in connection with" insurance of
financial Institutions and any amounts
in such account which are not needed
for such purpose are available for the
payment of claims in connection with the
insurance granted under the statute.

Subpart G-Official Records
[Reserved]

Subpart H-Enforcement Remedies
REFUSAL OP PARTICIPATION

§ 200.190 Authority of Director.
Any official designated by the Commis-

sioner as the Director of a Field Office Is
authorized to refuse the benefits of par-
ticipation (either directly as a borrower,
or Indirectly as a builder, contractor,
dealer, salesman, or sales agent for a
builder, contractor or dealer) under title
I, II, VI, VII, VrI, IX, X, or X1 of the
National Housing Act to any individual,
firm, partnership, association, trust, or
corporation, that the Director deter-
mines:

(a) Has knowingly or willfully vio-
lated any provision of the Act or any
regulation issued thereunder, or any
provision of Title MII of the Servicemen's
Readjustment Act-of 1944, as amended,
or of any regulation issued by the Ad-
ministrator of Veterans' Affairs there-
under, or

(b) Has, in connection with any
construction, alteration, repair or im-
provement work financed with assistance
under the Act or Title mI of the Service-
men's Readjustment Act of 1944, as
amended, or in connection with con-
tracts or financing relating to such work,
violated any Federal or State penal
statute, or

(c) Has failed materially to properly
carry out contractual obligations with
respect to the completion of construc-
tion, alteration, repair, or improvement
work financed with assistance under the
act or Title 11I of the Servicemen's Re-
adjustment Act of 1944, as amended.
§ 200.191 Notice.

Before any determination is made to
refuse any person or firm the benefits of
participation, notice of the proposed de-
termination in writing and signed by the
Director shall be mailed to the last

'known address of the interested person

RULES AND REGULATIONS

or firm by registered mail, return receipt
requested.
§ 200.192 Hearing, request.

Any person or firm that has been noti-
fied of a proposed determination is en-
titled to request an opportunity to be
heard and to be represented by counsel.
Any such request shall be made in writ-
Ing addressed to the Director of the Of-
fice from which it was received. The let-
ter to the Director may also include a
request for written notice specifying
charges in reasonable detail. The re-
quest for an opportunity to be heard
shall be made within ten days from the
date of receipt of notice of the proposed
determination. If at the end of such
ten-day period, no request has been re-
ceived, the Director may assume that an
opportunity to be heard is not desired,
and may proceed in the manner provided
in § 200.194 to notify the interested per-
son or firm of his determination.
§ 200.193 Hearing, time and place.

Upon receipt of a request for an oppor-
tunity to be heard, the Director shall
arrange a timely hearing. Notice of the
time and place of such hearing shall be
in writing, transmitted by registered
mail, return receipt requested, and shall
include a statement indicating the in-
formal nature of the proceedings and
their purpose.
§ 200.194 Determination.

After the person or firm against whom
action is proposed has been afforded an
opportunity to be heard, the Director
shall make his determination on the pre-
ponderance of the evidence. The Direc-
tor shall obtain the approval of the Com-
missioner before making a final deter-
mination withdrawing the approval of
an approved mortgagee or terminating a
lender's insurance contract under Title
I of the'Act. Notice of such determina-
tion shall be made in writing, signed by
the Director, and transmitted by regis-
tered 'mail, return receipt requested.
The Director's determination shall be
final and conclusive.
§ 200.195 Rescission and reinstatement.

Any person or firm debarred from
the benefits of participation may in writ-
ing request reinstatement. The proce-
dures for reinstatement are substantially
similar to those invoked in the initial
proceedings. In reaching his determina-
tion regarding reinstatement the Direc-
tor must be satisfied that the original
wrongful act has been righted and also
be persuaded from the assurances of the
party concerned that he understands
the requirements of the statutes and the
administrative rules and regulations and
that he will comply with them In the
future. When a debarment has been
rescinded a report thereof is forwarded
to Headquarters Office in Washington,
D.C, and the party reinstated receives
a notice of such reinstatement.

UNSATISFACTORY RIsK DETERAIINATION

§ 200.200 Basis of action.
Any Field Office Director may reject an

application for mortgage insurance on

the grounds of unsound credit or unsat-
isfactory past experience. Applications
will be rejected where past experience
with the proposed borrower, builder or
other participant In the mort.gage trans-
action indicates that his previous con-
duct or method of doing business has
been such that his participation in the
transaction would make It unacceptable
from the underwriting standpoint of an
insurer. The Unsatisfactory Risk Deter-
mination action is usually temporary in
nature and may be followed in aggra-
vated cases by the application of section
512 procedures as set forth in § 2.00,190
et seq.
§ 200.201 Invitation to conference.

The purpose of the application of Un-
satisfactory Risk Datermination proce-
dure is to. obtain a correction of the con-
ditions giving rise to the administrative
action. Accordingly, a person against
whom administrative action is being con-
sidered is usually extended an invitation
to discuss the matter with the Director
looking toward corrective action on the
part of those involved. Such an invita-
tion is not extended if action is taken
during investigation or pending court
proceedings.
§ 200.202 Determination notice.

'When It is determined that a person Is
an unsatisfactory risk, the Director will
notify such person by sending a regis-
tered letter to his last known address,
stating the date on which such Unsatis-
factory Risk Determination is effective,
a brief Informal statement of the reasonr
for the same, and the name of the in-
dividual firm, Its officers and principal
stockholders.
§ 200.203 Reinstatement.

Reinstatement of persons and firm
whose applications or requests have been
rejected under Unsatisfactory Risk De-
termination procedure Is within the dis-
cretion of the Director. The Director
may entertain any proposal whereby the
persons or firms affected make arrange-
ments which will correct the conditions
leading to the original determination.
The arrangements for corrective action
include proper assurances of future com-
pliance in specified matters and agree-
ment to abide by all applicable FA
regulations. Satisfactory corrective ac-
tion having been taken the Unsatisfac-
tory Risk Determination Is rescinded
and withdrawn and the persons and
firms are reinstated.

TITLE I PRECAUTIONARY MrASUnRS
§ 200.205 Basis of action.

In order to protect homeowners and
to avoid increased insurance risks, the
Field Office Director will assist lending
institutions in their efforts to supervise
and control the activities of dealers and
salesmen originating mobile home and
property improvement loans where there
are involved irregularities or disregard
for .the statute and regulations. The
Director will determine the corrective
action appropriate in the circumstancei.
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§ 200.206 Inquiry notice and explana-
tion.

Upon receipt of information indicat-
ing unscrupulous and unethical prac-
tices or other conduct that tends to un-
duly increase insurance risks on the part
of a dealer or salesman, the Director will
arrange for a-prompt inquiry by a mem-
ber of his staff. After the inquiry, the
dealer or salesman is informally advised
in writing of the proposed determination
by the Director. The dealer or salesman
may then request an opportunity to give
his version of the surrounding circum-
stances and answer or explain any
derogatory charges or allegations made
in connection with his mobile home or
property improvement loan operations.

§ 200.207 Determination.
'When ithas been determined that pre-

cautionary measures are to be insti-
tuted against a dealer or salesman the
Director submits a recommendation to
that effect to the Headquarters Office in
Washington, D.C., for consideration. If
the recommendation is approved the
dealer, salesman, insured institution,
lending institution and insuring offices
will be so advised.
§ 200.208 Rescinding actions.

The Director may rescind precaution-
ary measures actions if he has satisfied
himsef that the dealer or salesman can
.and will conduct his future operations
in accordance with the letter and spirit
of the Act and the Title I regulations.
The Director will forward his recommen-.
dation regarding any rescission to Head-
quarters Office in Washington, D.C.,
which will mail the rescission letter to
all who received the original precau-
tionaryletter.
Subpart I-Nondiscrmination and

Fair Housing
§ 200.300 'Nondiscrimination and fair

housing policy.
The regulations in this subpart are

prescribed pursuant to the provisions of
Executive Order 11063, issued by the
President under date of November 20,
1962, and title VI of the Civil Rights Act
of 1964 and title VM of the Civil Rights
Act of 1968 prohibiting discrimination
and providing for fair housing and di-
recting the Secretary toadminiter Hous-
ing and Urban Development programs
and activities in a manner affirmatively
to further these policies.
§ 200.305 Notice to public.

Participants in insurance programs of
the Federal Housing Administration
shall be informed of the established
policy on nondiscrimination and equal
opportunity in housing and In group
practice facilities through all appro-
priate means and as early as possible in
their negotiations or upon indicating
interest in the sponsorship or financing
of housing, related facilities, and group
practice 'facilities.
§ 200.310 Definition of "discriminatory

practice".
As used in this subpart, the term "dis-

criminatory practice" shall mean any

discrimination because of race, color,
creed, or national origin in lending prac-
tices or in the sale, rental, or other d-
position of residential property or related
facilities and group practice facilities, or
in the use or occupancy thereof, if:

(a) Such property Is or will be con-
structed, rehabilitated, purchased or 11-
nanced with the proceeds of a loan or
investment insured under the provisions
of the National Housing Act pursuant
to an application for mortgage insur-
ance received by the Commissoner alter
November 20, 19G2; or

(b) Such property Is offered for sale
under terms which include ilnancing
under the provisions of the National
Housing Act pursuant to an application
for mortgage insurance received by the
Commissioner after November 20, 1962;
or
(c) Such property is improved with a

loan reported for insurance under Title
I of the National Housing Act, the pro-
ceeds of which are disbursed after
November 20, 1962; or
(d) Such property is owned by the

Federal Housing Administration.
§200.315 Prohibition against discrim-

inatory practice.
No person, firm, or other entity re-

ceiving the benefits of Federal Housing
Administration mortgage insurance or
doing business with the Federal Housing
Administration shall engage in a "dis-
criminatory practice" as such term I-,
defined in this subpart.
§ 200.320 SuLdiivsion report and multi.

family, land development, and group
practice facilities preapplication
analysis.

All requests for a subdivision report
under home mortgage procedures or re-
quests for preapplicatlon analysis of
multifamily, land development, and of
group practice facilities projects, shall
be accompanied by a statement of the
applicant in which he agrees to comply
with the regulations in this subpart.
The statement shall be in a form satis-
factory to the Commissioner.
§ 200.325 Corporate charters and regu-

latory agreements.
Corporate charters, regulatory agree-

ments, and other instruments relating
to multifamily, land development and
group practice facilities projects, In-
sured pursuant to applications received
after November 20, 1962, under which
the Commissioner exercises controls over
rentals or methods of operation of mort-
gagors participating in the programs of
the Federal Housing Administration
shall conraln provisions requiring com-
pliance with the regulatons in this sub-
part.

§ 200.335 Provisions in legal instru.
ments.

Contracts and other instruments of
the nature described In §§ 200.310
through 200.330 shall contain provisions
to the effect that failure or refusal to
comply with the regulations In this sub-
part sball be a proper basis for future
rejection of applications and refusal by
the Federal Housing Administration to

enter into contracts with or insure lomns
involving persons, firms or other en-
tities Identified with such failure and
ref uzal.

§200.340 Conzjdaints anti hearings.
(a) Upon recaipt of a written com-

plaint signed by the -complainant to
the effect that any person, firm or oth=-
entity has engaged in a discriminatozy
practice, such person, firm or other en-
titY -shall be invited to discuss the mat-
ter in an informal hearing with the Field
Office Director or his designee having
Jurisdictlon.

(b) If the cze:ztnc of a discrimina-
tory practice Is d-nid by the person,
firm or other entity against vhich a
complaint ha b=n made, the Field Of-
flca Director or his designee shall con-
duct such inquirifs and hearings as may
be deemed appropriate for the purposa
of ascertaining the facts.
(c) If it Is found that the person,

firm or other entity against which a com-
plaint hTas been made has not engaged
In a discrimintory practice, the parties
concerned shall b- so notifled.
(d) If It Is found that there has been

a violation of the reula tions in this sub-
part, the person, firmn or other enuty la
violation sliall ba requested to attend a
conference for the purpose of disssin
the matter. Failure or refusal to attend
such a conference sall be proper basis
for the application of sanctions.
(e) The conference arranged for dis-

cusing a violation shall be conducted
in an Informal manner and shall have
as its primary objective the elimination
of the discriminatory practice. If such
practice is eliminated and satisfactory
assurances are received that the person.
firm or other entity in violation will not;
enaue in such practices in the future,
the partlea concernced shall be so
notified.
§200-5 Sanctions.

Failure or refuzal to eliminate a dL--
criminatory practice or to give satis-
factory assurances of future compliance
with the requirements of this subpart
shal be proper basis for applying sanc-
tions. In the case of discrimination in-
volving lendlng practices, the sanction
may include the withdrawal of the
lender's approval as a mortgagee. In
other cases the sanctions may tehe the
form of placing the offender's rame on
an ineligible list. Applications for mort-
gage Insuranc sall be rejected as in-
eigie if any Merson, firm or other en-
tity included on the ineligible list is
Identified in any manne with the pro-
po-d t-ansaction.

§200.350 Appcals from findings of
Field Office Director=.

Upon written application, a complain-
ant or a prr=on, firm or other entity
against which a complaint has ben fled
under the regulations may apply to tha
Commicsoner for a rehearing or a re-
adjudication of the action taken by the
Fleld OMce Director. Upon receiving
such application, the Commissioner may
designate a reprezentative to conduct a
hearing and to make a report of find-
ings. The Commissioner may, after a
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review of the record on appeal, reverse
an action taken by the Field Office Di-
rector.
§ 200.355 Reinstatement.

Reinstatement of restricted persons,
firms or other entities shall be within
the discretion of the Commissioner and
under such conditions as he may pre-
scribe.

Subpart J-Equal Employment
Opportunity

§ 200.400 Purpose.
The purpose of this subpart is to assist

in achieving the aims of Part III of
Executive Order 11246 and the relevant
regulations of the Secretary of Labor and
the Secretary of Housing and Urban
Development.
§ 200.405 Notice to public.

Participants in insurance programs
under the National Housing Act shall be
informed, as early as possible upon in-
dicating their interest in any such pro-
gram, of the established policy of
nondiscrimination in employment in con-
struction, repair or rehabilitation work
financed with assistance under the Act.
§ 200.410 Definition of term "appli-

canf'
.

(a) In any mortgage or loan insurance
transaction under this chapter where the
Commissioner will control the mortgagor
either through the ownership of corpo-
rate stock or under the provisions of a,
regulatory agreement, the term "appli-
cant" as used in § 200.415 shall mean the
mortgagor.

(b) n any transaction other than one
specified in paragraph (a) of this sec-
tion, the term "applicant" as used in
§ 200.415 shall mean the developer, or the
builder, dealer or contractor performing
the construction, repair or rehabilitation
work for the property owner.
§ 200.415 Agreement of applicant.

An applicant shall, prior to the Com-
missioner's Issuance of any commitment
or other loan approval, agree (in a form
prescribed by the Commissioner) that
there shall be no discrimination against
anyone who is employed in carrying out
work receiving assistance pursuant to
this chapter, or against an applicant for
such employment, because of race, color,
religion, sex or national origin.
§ 200.420 Equal opportunity clause to

be included in contracts and subcon.
tracts.

(a) The equal opportunity clause pre-
scribed by the Commissioher pursuant to
the regulations of the Secretary of Labor
(41 CPR Ch. 60) shall be included in
each nonexempt contract and subcon-
tract for work receiving FHA assistance.

(b) Subcontracts less than $50,000
may incorporate by reference the equal
opportunity clause.

(c) The equal opportunity clause shall
be deemed to be a part of each non-
exempt contract or subcontract whether
or not It is physically incorporated in
such contract.

§ 200.425 Exemptions.
(a) Transactions of $10,000 or under.

Contracts and subcontracts not exceed-
ing $10,000 are exempt from the require-
ments of the equal opportunity clause.
No contractor or subcontractor shall pro-
cure supplies or services in less than
usual quantities to avoid applicability of
the equal opportunity clause.

(b) Contracts and subcontracts for in-
definite quantities. Contracts and sub-
contracts for indefinite quantities are
exempt from the requirements of the
equal opportunity clause if the amount
to be ordered in a single year under any
such contract will not exceed $10,000.

(c) Work outside the United States.
Contracts and subcontracts with regard

-to work performed outside the United
States by employees who were not re-
cruited within the United States are ex-
empt from the requirements of the equal
opportunity clause.

(d) Others. Other exemptions set
forth in the regulations of the Secretary
of Labor at 41 CFR 60-1.5 apply to trans-
actions under this subpart.
§ 200.430 Sanctions.

Failure or refusal to comply and give
satisfactory assurances of future com-
pliance with the requirements of this
subpart shall be proper basis for apply-
,ing sanctions. The sanctions shall be
applied in accordance with the provi-
sions of Executive Order 11246 and the
relevant regulations of the Secretary
of Labor.

Subpart K-Correction of Structural
Defects

§ 200.500 Purpose.
The purpose of this subpart is to spec-

Ify the terms, conditions and types of
assistance that the Federal Housing Ad-
ministration will render to an eligible
mortgagor who has been unable to se-
cure satisfactory reconstruction or re-
placement of structural defects in his
property.
§ 200.502 Application for assistance.

An application for assistance in the
correction of structural defects, in form
satisfactory to the Commissioner, shall
be filed by a mortgagor under an FHA-
insured mortgage with the Field Office
Director having jurisdiction over the
area in which the property is located.
The application shall be filed not later
than four years after the date of the
first mortgage insurance certificate Is-
sued in connection with the property.
A mortgagor under a new FHA mort-
gage on the same property shall be en-
titled to file an application if it is filed
within the same four-year period fol-
lowing the date of the first insured
mortgage certificate.
§ 200.505 Nature of defect.

Assistance in the correction of struc-
tural defects shall be available only in
connection with a structural defect in
the property which the Commissioner
has determined to be of such a nature
as to seriously affect the livability of the
property. Such assistance shall not be

available where the defect occurs as a
result of fire, earthquake, flood, tornado,
or waste.
§ 200.507 Eligibility requirements.

To be eligible for consideration by the
Commissioner for receiving assistance in
the correction of structural defects, the
mortgagor must establish that:

(a) He is the owner of a one- to four-
family dwelling covered by an individual
mortgage that was insured by the Com-
missioner after September 2, 1904.

(b) The dwelling was approved for
mortgage insurance prior to the begin-
ning of construction and was inspected
by the Commissioner or by the Veterans
Administration.

(c) He has made reasonable efforts to
obtain a correction of a structural defe t
in his property by the builder, seller, or
other persons, and that the defect has
not been corrected.
§ 200.510 Typo of assistance.

The type of assistance In the correc-
tion of structural defects to be rendered
a mortgagor who establishes eligibility
shall be determined by the Commissloner
In those cases where the Commissioner
determines it is appropriate and neces-
sary, he may take any of the actions as
follows:

(a) Pay expenses in connection With
having the defect corrected.

(b) Pay the claim of the mortgager
for corrected damages to the property
arising out of such defect.

(c) Acquire title to the property with
the approval of the mortgagor and under
such terms and conditions as are satis-
factory to the mortgagor.
§ 200.512 Subrogation by mortgagor.

Where the Commissioner has taken
action as provided in § 200.510, any legal
rights the mortgagor may have against
the builder, seller, or other persons, arls.
ing out of the defect in his property shall
be assigned and set over to the Com-
missioner.
§ 200.515 Right and finality of determl.

nation.
The mortgagor shall not be entitled,

as a matter of right, to receive the asslt-
ance in the correction of structural de-
fects provided in this subpart. Any de-
termination made by the Commissioner
in connection with a mortgagor's appl-
cation for assistpnce shall be final and
conclusive and shall not be subJeot to
judicial review.

Subpart L-Correctlon of Structural or
Other Defects In Homes Covered by
Mortgage Insurance Under Section
235

AurToarm: The provitions of this Sttb-
part L Istwcd aundor cco. 518 (b) and (o),
78 Stat. 783, 84 StAt. 1771; 12 *U.S.O. 1735b.

§ 200.517 Purpose.

The purpose of this subpart is to
specify the terms and conditions under
which the Secretary will consider afford-
ing assistance to mortgagors under cec-
tion 518(b) of the National Housing Act
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(added by section 104 of the Housing
and Urban Development Act of 1970).
§ 200.520 Application for assistance.

An application for assistance in the
correction of defects, in a form satis-
factory to the Secretary, shall be filed
by or on behalf of an eligible mortgagor
with the Area or Insuring Office Director
having jurisdiction over the area in
which the property is located. The ap-
plication shall be filed not later than 1
year after the insurance of the mortgage,
or, in the case of a dwelling covered by

'-a mortgage which has insured prior to
December 31, 1970, not later than
December 31, 1971.

§ 200.522 Eligibility for consideration.
The Secretary will consider a mort-

gagor eligible for assistance under this
subpart if the becretary finds that each
of- - the following requirements is
fulfilled:

(a) The person applying for assistance
is the owner and mortgagor of a single-
family dwelling covered by a mortgage
insured under section 235 of the National
Housing Act pursuant to a mortgage in-
surance commitment issued when such
dwelling was'more than 1 year old;

(b) One or more structural or other
defects existed in such dwelling on the
date of the issuance of the mortgage
insurance commitment which (1) were
sufficient to seriously affect the use and
livability of such dwelling, and (2) were
of such a nature that a proper inspec-
tion could reasonably be expected to have
disclosed them; and

(c) The application for assistance was
filed in accordance with the provisions of
this subpart.

§ 200:527 Consideration for assistance.
Upon a finding by the Se~retary that

a mortgagor is eligible to be considered
for assistance under this subpart, the
Secretary will, in his sole discretion, de-
termine whether to afford assistance

. hereunder by direct expenditures to cor-
rect defects as defined in § 200.522(b),
compensation of a mortgagor who has
made such expenditures himself, or a
combination of both direct expenditures
and compensation of the mortgagor. The
Secretary, in determining whether to af-
ford assistance, the amount thereof, its
form, and when it will be afforded, will
consider:

(a) The extent to which the defects
represent a clear and present danger to
the health and safety of the occupants;

(b) The availability of funds from
which the Secretary is authorized to
make expenditures hereunder; and

.(c) Such other matters as he deems
material.
§ 200.533 Right and finality of defer-

rniation.

All decisions of the Secretary with re-
spect to assistance under this subpart are
final and conclusive and not subject to
judicial review.

Subparts M-Q [Reserved]
Subpart R-Claims Collection

Standards
§ 200.900 General collection standards.

The general standards and procedures
governing the collection, compromise,
termination, and referral to the Depart-
ment of Justice of claims for money and
property are prescribed In the regula-
tions Issued jointly by the General Ac-
counting Office and the Department of
Justice pursuant to the Federal Claims
Collection Act of 1966 (4 CFR 101 et seq.).
These standards are applicable to the
adminitrative claim collection activities
of the Commissioner except as modified
by the provisions of § 200.905. (Also, see
24 CFR Part 17, Subpart B, for Depart-
ment collection regulations.)
§ 200.905 Collection of tide I accounts.

Where, in connection with a title I
claim assigned to the United States of
America pursuant to § 201.11 of this
chapter, collection Is made under a pay-
ment plan providing for regular Install-
ment payments, amounts received shall
not be applied according to the so-called
"U.S. Rule" as prescribed in § 102.10 of
the joint regulations of the General Ac-
counting Office and the Department of
Justice (4 CFR 102.10). In such In-
stances, amounts received shall be ap-
plied first to satisfy the principal of the
debt. Subsequent payments shall be ap-
plied to the interest obligation, calcu-
lated on the basis of declining principal
balances without charging interest on In-
terest balances.
SUBCHAPTER B-MORTGAGE AND LOAN IN-

SURANCE PROGRAMS UNDER NATIONAL
HOUSING ACT

PART 201-PROPERTY IMPROVE-
MENT AND MOBILE HOME LOANS

Subpart A-Property Improvement Loans

Sec.
201.1
201.2
201.3
201.4
201.5
201.6
201.7
201.8

201.9
201.10
201.11
201.12
201.13
201.14

201.15
201.16

Definitions.
Eligible notes.
Maximum amount of loans.
Financing charges.
Credits and collections.
Eligible loans.
Ineligible loans.
Dealer investigation, approval and

control.
Refinancing.
Report of loans.
Claims.
Insurance reserve.
insurance charge.
Administrative reports and exam-

Ination.
Amendments.
Effective date.

Subpart B-,obIlIe Home Loans

201.501 Deinltions.
201.505 Purpose of subpart.

Paop=rT AND STaucrunr RsQur_ ,-sm

201.510 New or used mobile homes.
201.515 Borrower's use of mobile home.
201.520 Structural design and standards.
201.525 Mobile home location standards.

M&tArusr% Lomr'. I=s Mm. CH==G~
201.530 Mwximum loan amount.
201.535 Borrowe'c minimum Investment.
201.I40 linanclng chargez.

201.545 Credit requirements.
201.550 Imitation on outstanding loans

for amo borrower.

1,& LoMC RQUmz=Irs

201.n
201.5
201.5
20L5
201.5
01.5

201.5

201.5
201.5

201.C
201.0
201.0
201.6
201.02

20L1
201.G
201.C

201.Gs

201.5

55 Payment provLsons.
GO Maturity provisions.
65 Default provision.
70 Late charges.
75 Validity and enforceabliltyofloan.
E0 Provision concerning past due loans.
83 Refinancing.

Dr.sAn Azm fl Dcr LoANs

90 Types of loantransactions.
93 Dealer Invezt-gation, approval and

control.
00 Procedures on direct loans.
05 Placement certicate.
10 Advance notice of disbursement.
15 Precautionary measure .
20 Persons Ineligible for participation.

It. SU=;=e CHsARZ EzQUrMZ3Nrs
5 Rate of Insurance charge.

30 When Insurance charge payable.
5 Insurance charge adjustments on

transfers.
10 Refund or abatement of Insurance

charge.
5S Limit on charge to borrower.
Losrr Rzorrnm Az.D Smvcnzo

201.650 Report of lo-ans.
201.655 Servicing and collection.
201.CG0 Adminiztrative reportz and examl-

natlons.

201.05
201.670
201.675
201.650

CLAnL5
Claim appication.
A-signment of srecurity.
Imsurance reserve.
Amount ofclaim.

201.900 Amendment and effect.

Aurxonr: The provisons of this Part
201 Isued under amc. 2, 48 Stat. 1246, as
amended; 12 U.S.C. 1703.

Subpart A-Property Improvement
Loans

§ 201.1 Definitions.
As used in the regulations In this part,

theterm:
(a) "Act" means the National Hous-

ing Act, as amended.
(b) "Administration" means the Fed-

eral Housing Administration.
(c) "'Commissoner" means the Fed-

eral Housing Commissioner or his duly
authorized representative.
(d) "Contract of Insurance" includes

all of the provisions of the regulations In
this part and of the applicable provisions
of the Act.
(e) "Insured" means a financial in-

stitution holding a Contract of Insur-
ance under Tfile I of the act.

CM 'Loan" means an advance of funds
or credit or the purchase of an obligation
evidenced by a note.

Cf-1) "Direct loan" means a loan ap-
plied for by and disbursed directly to the
borrower or borrowers where:
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(1) The credit application, signed by
the borrower or borrowers, is filled out
by:

(I) The borrower or borrowers; or
(ii) A maker of the note other than

a borrower; or
(ill) A person acting at the direction

of a borrower who has no financial inter-
est, directly or indirectly, in the contract
for the repair, alteration or improvement
of the borrower's property; and

(2) The proceeds are delivered direct-
ly to such borrower or borrowers with-
out the intervention or participation of
an intermediary in any manner in such
disbursement other than a maker of the
note.

(f-2) "Dealer loan" means a loan
where an intermediary, having a finan-
cial interest in the contract for the re-
pair, alteration, or improvement of- the
borrower's property, intervenes or par-
ticipates in the application for or dis-
bursement of the loan.

(g) "Note" includes a note, bond,
mortgage, or other evidence of indebted-
ness.

(h) "Payment" includes a deposit to
an account or fund which represents the
full or partial repayment of a loan.

(i) "Borrower" means one who applies
for and receives a loan in reliance upon
the provisions of tfie Act and who has
an interest of at least one-third in one
of the following types of ownership in
the property to be improved:

(1) A fee title, or
(2) Alife estate, or
(3) A fee title or life estate subject to

a mortgage, deed of trust, or other lien
securing a debt, or

(4) A mutually binding contract for
the purchase of the property where the
borrower is rightfully in possession and
the purchase price is payable in install-
ments.

(5) A lease having a fixed term, ex-
piring not less than six calendar months
after the maturity of the loan, provided
the lessor indicates in writing his con-
sent to the making of the improvements
and procurement of the loan.
The borrower or borrowers shall have at
least one-third of one of such interests
In the property to be improved.

(j) "Class 1(a) loan" means a loan,
other than a loan defined in paragraph
(k) of this section as a "Class 1(b) loan,"
which is for the purpose of financing the
repair, alteration, or Improvement -of an
existing structure or of the real property
in connection therewith, exclusive of the
building of new structures.

(k) "Class 1(b) 'loan" means a loan
Is made for the purpose of financing the
alteration, repair, improvement, or con-
version of an existing structure used or
to be used as an apartment house or a
dwelling for two or more families which
structure is not owned by a corporation.

(1) "Class 2(a) loan" means a loan
which Is for the purpose of financing the
construction of a new structure which is
to be used exclusively for other than resi-
dential or agricultural purposes: Pro-
vided, That nothing in this paragraph
shall prevent the temporary use of such
a structure for residential purposes while

RULES AND REGULATIONS

the borrower constructs a new dwelling
to replace a previous dwelling, which he
occupied as an owner or a tenant, which
was destroyed or damaged to such an
extent that reconstruction is required as
a result of a flood, fire, earthquake, storm
or other catastrophe which the Presi-
dent, pursuant to section 2 (a) of Public
Law 875, approved September 30, 1950,
has determined to be a major disaster
and the Credit Application is filed within
one year from the date of such deter-
mination.

(m) "Class 2(b) loan" means a loan
which is for the purpose of financing
the construction of a new structure for
use in whole or in part for agricultural
purposes, exclusive of residential pur-
poses.

(n) "Class 1 loan" includes both
"Class 1(a)" and "Class 1(b)" loans as
defined in paragraphs (j) and (k) of
this section.

(o) "Class 2 loan" includes both
"Class 2(a)" and "Class 2(b)" loans as
defined in paragraphs (1) and (m) of
this section.

(p) "Existing structure" means a resi-
dential structure completed and occu-
pied at least 90 days prior 'to the
application for the Title I loan or a
structure for other than residential pur-
poses which was a completed building
with a distinctive functional use prior
to the application for the Title I loan:
Provided, That the requirement with re-
spect to the period of occupacy and
completion of a new residential structure
shall not apply to:

(1) Loans having a principal amount,
exclusive of financing charges, of $600
or less.

(2) Residential structures which have
been damaged in a disaster which *the
President, pursuant to section 2(a) of
Public Law 875, approved September 30,
1950, has determined to be a major
disaster.

(3) Loans which are for the purpose
of financing the construction of civil
defense shelters.
§ 201.2 Eligible notes.

(a) Validity. The note shall bear the
genuine signature of the borrower as
maker, shall be valid and enforceable
against the borrower or borrowers as de-
fined In § 201.1(1), and shall be complete
and regular on its face. The signatures
of all parties to the note must be genuine.
If the note is executed for and on behalf
of a corporation or in a representative
capacity, the note must create a binding
obligation of the principal.

(b) Acceleration clause. The note
shall contain a provision for acceleration
of maturity, either automatic or at the
option of the holder, in the event of de-
fault in the payment of any Installment
upon the due date thereof.

(c) Payments. (1) The note shall be
payable in equal installments falling due
monthly or every 2 weeks, unless a dif-
ferent payment schedule is approved by
the Commissioner. The first payment
shall be due no later than 2 months from
the date of the note. The note may pro-
vide for a first or final payment in an
amount other than the regular install-

ment. In such instance, the installment
shall not be less than one-half nor more
than one and one-half times the amount
of the regular Installment.

(2) 'Where 51 percent or more of the
borrower's income Is derived from the
raising and selling of arlcultural com-
modities, crops, livestock, or from com-
mercial fishing or the operation of a
commercial greenhouse, a note may be
made payable In Installments corre-
sponding to income periods shown on the
credit application. In such instances,
the note shall provide for the first pay-
ment no later than 1 year from the date
of the note with subsequent payments to
be made at least once a year. The pro-
portion of principal payable during the
last half of the term of the loan shall not
exceed the proportion to be paid during
the first half of the term.

(d) Maturity-(1) Minimum. T h
note shall not have a final maturity of
less than 6 calendar months from the
date of the note.

(2) Maximum. The maimum per-
missible maturity of a note evidencing:

(I) A Class l(a), 1(b), or 2(a) loan i
7 years and 32 days from the date of the
note.

(ii) A Class 2(b) loan is 7 years and
32 days from the date of the note, except
that if a Class 2(b) loan is secured by a
first mortgage, first deed of trust, or
other security instrument constituting a
first lien upon the improved property,
the loan may have a final maturity not
in excess of 15 years and 32 days from
the date of the note.

(IlI) A combination of any of the above
classes of loans shall be no greater than
the maximum maturity governing that
component part of the loan having the
shortest maturity if made alone.

(e) Late charges. The note may pro-
vide for a late charge, not to exceed 6
cents for each $1.00 of each installment
more than 10 days In arrears. No late
charge on a past due installment may be
accrued in excess of $5.00. In lieu of
late charges, notes may provide for in-
terest on past due installments at a rate
not In excess of the contract rate in the
jurisdiction in which the note Is drawn.
The borrower must be billed for the pen-
alties collected as such, and evidence of
such billing must be In the file if claim
is made under the Contract of Insurance.

(f) Secured notes. A Class 1(b) loan
in excess of $5,000, exclusive of financing
charges, shall be secured by a recorded
lien upon the improved property.
§ 201.3 MIaximum amount of loans.

(a) Class I(a) loan. A Class 1(a) loan
shall not involve a principal amount, ex-
clusive of financing charges, in excess
of $5,000.
, (b) Class 1(b) loan. A Class 1(b)

loan shall not involve a principal amount,
exclusive of financing charges, In excess
of $2,500 per dwelling unit in the Im-
proved structure and shall not exceed
$15,000.

(c) Class 2 loans. A Class 2 loan shall
not involve a principal amount, exclusive
of financing charges, in excess of $5,000.
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(d) Outstanding aggregate loan baZ-
ance. No loan shall be made which will
result in an outstanding aggregate loan
balance with respect to the same prop-.
erty or structure exceeding the dollar
amount limitation prescribed In this sec-
tion for the type of loan involved. If
more than one type or class of loan is
involved, the total outstanding aggre-
gate loan balance as to one structure
or property shall not exceed the dollar
amount limitation prescribed in this sec-
tion for the type or class of loan having
the larger permissible maximum amount.
§ 201.4 Financing charges.

(a) Maximum charge. The maximum
permissible financing charges, exclusive
of fees and charges as provided by para-
graph (b) of this section which may be
paid or collected for interest, discount,
and fees of all kinds in connection with
the transaction, shall be computed as
follows:

(1) Class 1 and Class 2 loans, having
a principal amount, exclusive of financ-
ing charges, not in excess of $2,500 and
having a maturity not in excess of 7 years
and 32 days, may have a financing charge
not in excess of an amount equivalent to
$5.50 discount per $100 original face
amount of a I.year note, to be paid in
equal monthly installments, calculated
from the date of the note.

(2) Class 1 and Class 2 loans, having
a principal amount, exclusive of financ-
ing charges, in excess of $2,500 and a
maturity not in excess of 7 years and 32
days, may have a financing charge equiv-
alent to the total of (i) an amount, with
respect to so much" of the net loan pro-
ceeds as does not exceed $2,500, equiva-
lent to $5.50 discount per $100 original
face amount of a 1 year note payable in
equal monthly installments, plus (i) an
amount, with respect to any portion of
the net loan proceeds in excess of $2,500,
equivalent to $4.50 discount per $100
original face amount of a 1 year note to
be paid in equal monthly installments,
calculated from the date of the note.

(3) Class 2(b) loans, having a matu-
rity in excess of 7 years and 32 days,
shall not have a financing charge in
excess of an amount equivalent to $3.50
discount per $100 original face amount
of a one year note, to be paid in equal
monthly installments, calculated from
the date of the note.

(4) Such charges correctly based on
tables of calculations issued by the Fed-
eral Housing Commissioner are deemed
to comply with this section. An increase
in the ratio of the charge to the average
amount outstanding on the debt over the
maximum provided in this section, which
increase results from the first payment
falling due less than 30 days after the
date of the note, shall not be deemed to
be in conflict with this section.

Cb) Permissible additional charges.
If the insured takes security in the na-
ture of a real estate mortgage, deed of
trust, conditional sales contract, chattel
mortgage, mechanic's lien, or other secu-
rity device for the purpose of securing
the payment of eligible loans, the insured
may collect from the borrower, in addi-

tion to the maximum permissible financ-
ing charge as provided in paragraph (a)
of this section, the following expenses
actually incurred by the insured in con-
nection with the transaction: Recording
or filing fees, documentary stamp taxes,
title examination charges and hazard
insurance premiums, provided that such
costs or expenses are not paid from the
proceeds of the loan or included in the
face amount of the note. Such costs
or expenses shall not be included by the
insured as a portion of a claim under
the Contract of Insurance and if such
costs or expenses are assessed against
the borrower, proper evidence thereof
shall be n the file.

(c) Dealer reserve accounts and guar-
antees. Reserve accounts to assure
against losses on loans reported to the
Commissioner for insurance are pro-
hibited. A dealer or other person may
be required to endorse or guarantee pay-
ment' of notes so long as no reserve ac-
count is involved, but any such guaran-
tee must cover the full amount due on
the note. The provisions of this para-
graph shall not be interpreted to apply
to agreements between insureds as to
the transfer of loans already reported
for insurance.

(d) Repayment rebate. If a note is
paid in full prior to maturity, the insured
shall rebate the full unearned charge, ex-
cept that where the law of the Jurisdic-
tion permits an acquisition or minimum
retained charge, such charge may be de-
ducted from the rebate. An insured Is not
required to make rebates of less than $
except upon application of the borriwer.
§ 201.5 Credits and collections.

(a) Credit application. Prior to mak-
ing a loan the insured shall obtain a
dated credit application executed by the
borrower on a form approved by the
Commissioner. A separate credit appli-
cation is required for each loan made or
note purchased. In addition, the loan
file shall contain either a commercial
credit report on the borrower or evidence
of the lender's investigation of the bor-
rower's credit.

(b) Credit investigation. The credit
information relied upon by the insured,
must, in its judgment clearly show the
borrower to be solvent, with reasonable
ability to pay the obligation and In other
respects a reasonable credit risk. If,
after the loan is made, an insured who
acted in good faith discovers any mate-
rial misstatements or misue of the pro-
ceeds of the loan by the borrower, dealer,
or others, the eligibility of the note for
insurance will not be affected. However,
the insured shall promptly report such
discovery to the Commissioner.

(c) Outstanding FHA and direct Fed-
eral obligations. The proceeds of a loan
shall not be disbursed if the insured has
knowledge that the borrower is past due
more than 15 days as to either principal
or interest with respect to an obligation
owing to, or insured by, any department
or agency of the Federal Government
provided that nothing contained herein
shall prevent the making of a loan other-
wise eligible, even though the borrower

is in default under such an obligation by
reason of his military service and the ap-
proval of the Commissioner is obtained.
(d) Past due Title r notes at time of

purchase. A note shall not be purchased
when any Installment thereon is past
due more than 15 days at the date of
purchase except purchases of notes under
the provisions of 1 20112.
(e) Prior approval by Commissioner.

In connection with all Clacs 1 and Class
2 loans, the approval of the Commis-
sioner is required prior to disbursing any
loan which will increase the total obliga-
tion of a borrower, or of a comaker or
cosugner of the note, to more than $5,000
exclusive of financing charges.

(fW Security. The taking of security to
secure the payment. of a loan is left to
the discretion of the insured lender un-
les specifically required by the Commis-
sioner in accordance with the provisions
of paragraph (e) of this section or of
§ 201.2(d) (2) (ill) or (f). An insured may
permit the substitution or subordination
of security, provided it can be shown
when claim is made that at the time of
such action the original security value
was not Impaired or reduced by such
action. Upon presentation of the facts,
the prior approval of the Commissioner
may be obtained by the insured to any
proposed substitution or subordination
of security. A pledge of a share account,
deposit or passbook, shall not be con-
sidered security within the meaning of
this paragraph.
(g) Colections. The insured Is re-

quired to service loans in accordance
with acceptable practices of prudent
lending institutions. In the event of
default, the insured should have ade-
quate facilities for contacting the bor-
rower and otherwise exercise diligence
in collecting the amount due The in*
sued is responsible to the Commissioner
for proper collection efforts even though
actual collection may be performed by
an agent.

(h) WTien owner mu# sign note.
When a borrower is a lessee of property
to be improved, which is used or to be
used for other than residential or a-ri-
cultural purpv-es, the owner of the prop-
erty shall join In the execution of the
note unless the prior credit approval of
the Commissioner is obtained.
§ 201.6 Eligible loans.
(a) Property location. The property

to be improved shall be located within
the United States, Its territories, or pos-
se-sions.

(b) Use of proceeds!-,i general The
proceeds of a loan shall be used only to
finance alterations, repairs, and im-
provements upon real property or In
connection with existing structures
which substantially protect or improve
the basic livability or utility of the prop-
erty, and which are commenced in re-
liance upon the credit facilities afforded
by Title I of the Act.
(c) Use of proceeds-technicaZ serv-

ices and direct costs. The proceeds of a
loan may be used to pay:

(1) The costs of credit investigation,
not to exceed $5.
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(2) The costs of architectural and en-
gineering services and the costs of ob-
taining building permits where such
services or permits are directly con-
nected with eligible alterations, repairs
or Improvements financed in accordance
with the'regulations in this part.

(d) Use of proceeds--"built-in" kitch-
ens. Any part of the proceeds of a loan
may be used for appliances to be installed
in a kitchen provided that:

(1) The appliances are designed by
the manufacturer to be installed in a
kitchen as a "built-in" unit, and

(2) The appliances will be in fact in-
stalled and permanently affixed in the
kitchen so as to become a permanent
part of the real estate, and

(3) [Reserved]
(4) [Reserved]
(5) Individuals whose interest in the

property to be Improved is derived under
a lease shall not be considered eligible
borrowers unless the lease has an orig-
inal term of not less than 99 years which
Is renewable, and

(6) Prior to disbursing the proceeds,
the insured obtains on forms approved
by the Commissioner:

(1) A certification signed by the bor-
rower, stating that he or it is the owner
of the residential structure to be Im-
proved or a lessee under a lease which
has an original term of not' less than 99
years and Is renewable, and that it is his
or its intention to build in, install and
affix permanently in the kitchen of such
residential structure the appliances pur-
chased with the loan so that they will
become an integral part of the real es-
tate, and

(ii) An additional certification signed
by the dealer, where the provisions of
§ 201.8(a) are applicable, or the prior
,approval of the Commission Is required
under § 201.5(e), stating that the appli-
ances which are being financed by the
Title I loan were designed by the manu-
facturer to be built in and that they have
been permanently built in, Installed and
affixed in the borrower's kitchen or
kitchens so as to become an integral part
of the realty. In the case of a direct loan,
such additional certification shall be
signed by the borrower's contractor, and

(iII) A special certification signed by
the borrower and the dealer, or by the
borrower's contractor if the loan is made
directly to the borrower, where two or
more kitchens are to be installed, stat-
ing that the improvements, Installations,
alterations and repairs to the kifchens
are in conformance with all applicable
building codes and zoning regulations.

(7) Nothing in this paragraph will be
construed as limiting the financing of
household appliances or equipment con-
sidered eligible prior to October 20, 1959.

(e) Use of proceeds-shelters. (1)
Before disbursing the proceeds of a loan'
to finance the construction of a civil
defense shelter:

(I) The lender shall obtain a State-
ment of Eligibility issued by the Com-
missioner indicating that the proposed
shelter is eligible for financing as a Title
I Property Improvement Loan.

(it) The shelter shall be inspected to
determine that It Is constructed in sub-

stantial conformance with the plans and
specifications used by the Commissioner
as a basis for Issuing the Statement of
Eligibility.

(2) The lender shall certify that the
shelter is constructed in substantial con-
formance with the plans and specifica-
tions.

(3) The provisions of subparagraphs
(1) (i) and (2) of this paragraph shall
not become effective until December 15,
1961.

(f) Use of proceeds-septic tanfts.
Before disbursing the proceeds of a loan
to finance the construction. or installa-
tion of a septic tank, the Insured shall
obtain a certification signed by the bor-
rower and the dealer (or by the borrower
and the borrower's contractor) certify-
Ing as to each of the following:

(1) That the septic tank and the san-
Itary system of which it is a part Is in
conformance with all applicable State
and local sanitary and zoning regula-
tions.

(2) That connection to a public er
privately owned community sewerage
system is not economically feasible.

(g) Reliance on credit application. An
insured acting in good faith may, in the
absence of information to the contrary,
rely upon all statements of facts made
by the borrower, which are called for
by the borrower's credit application, in
determining the eligibility of the loan.
§ 201.7 Ineligible loans.

(a) In general. There is hereby estab-
lished a "list of Ineligible items" which
includes items products, alterations, re-
pairs, or improvements, or classes there-
of, which the commissioner has deter-
mined not to be eligible for financing
with the proceeds of loans reported for
insurance under the regulations in this
part. The omission of any item from the
"list of Ineligible items" shall not be con-
strued as rendering such omitted item
eligible for financing. All items other-
wise ineligible for Title I financing shall
remain ineligible for such financing not-
withstanding any provision of this sec-
tion. If an insured has any doubt as to
the eligibility of any Item, product, al-
teration, repair, or Improvement, or clas3
thereof, it should request a specific rnl-
ing from the Commissioner before mak-
Ing any loan.

(b) List of ineligible items. No part
of the proceeds of a loan shall be used
to finance any of the following items:
Barbecue pits.
Bathhouses.
Burglar alarms.
Burglar protection bars.
Dumbwaiters.
Pire alarms or fire detecting devicem.
Fire extinguishers.
Plower boxes.
Greenhouses (except commercial grecn-

houses).
Hangars (airplane).
Kennels.
Kitchen appliances which are designed and

manufactured to be freestanding and are
not bullt in and permanently a xed as n
Integral part of the itchen In a rMI-
dential structure.

Outdoor fireplaces or hearths.
Penthouses.

Photo murals.
Radiator covers or onclo urct.
Stands.
Steam cleaning of oxtorlor surfacc.
Swimming pools.
Television antennao.
Tennis courts.
Trec surgery.
Valance or cornice boards, Waterproofing of

a structure by pumping or Injecting aMy
aubstance in the ecrth adjacent to or
-beneath the basement or foundation or
floors.

(c) Supplemcnting an uninsured ob-
ligation. The proceeds of an Insured
loan shall not be used to supplement an
uninsured obligation of the borrower,
created In connection with the proposed
alterations, repairs, or Improvements, If
the payment of the unins red obligation
Is secured by a lien unless the Insmred
loan is to be secured by a lien which has
priority.
§ 201.8 Dealer investigation, approval

and control.
(a) Procedure before disbursement,

Before disbursing the proceeds of a loan,
the Insured shall:

(W Have approved as dealer an appli-
cant who the Insured considers to be re-
liable, financially responsible and qualil-
fied to perform satisfactorily the work to
be financed, and to extend proper serv-
ices to the customer. This approval shall
be evidenced by an application, on a form
approved by the Commissioner, dated
and signed by the insured to signify such
approval. The Insured shall maintain a
file for each dealer in which shall be in-
cluded the dealer application, as ap-
proved by the Insured, with the credit
reports and any other information ob-
tained to support the dealer's applica-
tion. Records of inspections of the deal-
er's work and memoranda relating to the
insured's experience with loans origi-
nated by the dealer shall also be main-
tained in the dealer file. Except where
the dealer engages exclusively In the sale
of materials, the insured shall make an
inspection of the work performed by the
dealer and shall interview the borrower.
These inspections and interviews shall be
conducted in connection with the first
contract performed by the dealer and
with respect to not less than one out of
every five contracts of the dealer involv-
ing net proceeds in excess of $3,500.

(2) Completion certiflcatc. Obtain a
completion certificato on a form ap-
proved by the Commissioner, igned by
the borrower and by the person ap-
proved by the insured as dealer. An in-
sured shall not disburse the proceeds of a
loan if, As an inducement for the con-
summation of the transaction, the bor-
rower has been given or promised a cash
payment or rebate, or It has been repro-
sented to the borrower that he will re-
celve a cash bonus or comml sAion on
future sales. In the absence of informa-
tion to the contrary, the insured may rely
upon the dealer's statement in his com-
pletion certificate that there has been no
such cash payment, rebate, bonus or
commission. If there are two or more ell-
gible borrowers involved in a tranaction,
the signature of only one borrower Jo re-
quired on the borrower's certificate.
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(3) Authorization to pay loan pro-
ceeds. (I) If the application for the
loan is dated before February 1, 1964:
Obtain written authorization from the
borrower, where the Insured is the payee
of the -note and the proceeds are to be
disbursed to one other than the borrower.

(ii) If the application for the loan is
dated on or after February 1, 1964: Ob-
tain written authorization from all bor-
rowers and all makers and co-signers,
where the insured is the payee of the
note and the proceeds are to be disbursed
to one other than the borrower. All
signatures to the authorization must be
genuine.

(4) Description of improvements. Ob-
tainA copy of the contract or sales agree-
ment, signed by the borrower and the
dealer, describing the type and extent of
improvements to be made and the mate-
ial to be used. The contract or sales

agreement shall be of a type regularly
used by the dealer in his business. A copy
of the signed contract shall be Attached
to the credit application. The signature
appearing on the copy of the contract
or sales agreement may be a carbon Im-
print of the signature appearing on the
original.

(5) Advance notice to applicant.
Mail to the borrower or personally de-
liver to the borrower written notice, on
a form approved by the Commissioner,
of the insured's intention to disburse the
proceeds of the loan. Such notice shall
be directed to the borrower prior to the
disbursement of the loan and in no event
less than six calendar days prior to such
disbursement. A record of such notice
showing the date of mailing or delivery
to the borrower shall be in the loan file.

(b) If the insured has not approved
the dealer or has reason to withdraw ap-
proval of a dealer that has previously
been approved under this section or
§ 201.590, the proceeds of a loan shall
not be disbursed until:

(1) The insured has verified all state-
ments contained on the borrower's credit
application.

(2) The borrower has signed the bor-
rower's completion certificate in the
presence of the insured.

(3) The insured has inspected the
work performed in every instance when
the amount involved is $500 or more, and
in at least one out of every three trans-
actions when the amounts involved are
less than $500.

(4) The insured has signed A state-
ment to the effect that the above re-
quirements were complied with prior
to releasing the proceeds of any such
loans. Such statement must accompany
each loan report.

(c) Exceptions. The provisions of
paragraphs (a) and (b) of this section
shall not Apply to direct loans.

(d) Ineligible persons. No loan shall
be made where the insured has knowl-
edge that any person participating in
the transaction as dealer, salesman,
broker, borrower, or in any other ca-
pacity has been barred from participa-
tion in the Title I program pursuant to
§ 200.190 et seq. of this chapter.

§ 201.9 Refinancing.
(a) General requirements. New obli-

gations to liquidate loans previously re-
ported for insurance pursuant to title I
of the Act which may or may not include
an additional amount advanced, to the
extent permitted by § 201.3, and which
may include the maximum finance charge
permissible under § 201.4, will be covered
by insurance if the new obligations meet
the requirements of all applicable regu-
lations In this part and the special provi-
sions of this section.

(b) Maximum maturity. (1) A Class
1(a) loan or a Class 2(a) loan may be re-
financed for an additional period not In
excess of 7 years and 32 days from the
date of the refinancing, provided that
the term of the new note does not extend
beyond 12 years from the date of the
original note.

(2) A Class l(b) loan may be refi-
nanced for an additional period not in
excess of 7 years and 32 days from the'
date of refinancing, but not to exceed
12 years from the date of the original
note.

(3) A Class 2(b) loan may be refi-
nanced for an additional period not in
excess of 7 years and 32 days from the
date of the refinancing, but not to exceed
12 years from the date of the original
note, except that If a Class 2(b) loan Is
secured by a first mortgage, first deed
of trust, or other security instrument,
constituting a first lien upon the im-
proved property, the new note may have
a final maturity not In excess of 15 years
and 32 days from the date of the refi-
nancing, but not to exceed 25 years from
the date of the original note.

(4) When a class 1 loan or a class 2
loan is made or refinanced and consoli-
dated with another class 1 loan or class
2 loan, the new note evidencing the con-
solidated obligation shal not be for a
longer term than that which the com-
ponent loan having the shortest permis-
sible maturity could have if made or
refinanced alone.

(c) Rebate. The full unearned charge
on the original note shall be refunded
to the borrower. If no additional ad-
vance Is made a handling charge not in
excess of $5.00 may be asessed the bor-
rower: Provided, That the provisions of
this paragraph shall be applicable to
loans refinanced on or after December
31, 1959.

(d) Special cases. The Commissoner
may upon presentation of the facts ap-
prove the refinancing or refinancing and
consolidation of any loan or loans upon
such terms and conditions as he may
determine within the limits provided by
the act.

(e) Deferred payments. An agree-
ment to defer payments on a note previ-
ously reported for Insurance under the
*reg latlons In this part without rewrit-
Ing the note Is not considered refinanc-
ing Such agreement will not affect the
insurance coverage on the loan provided
that:

(1) Such agreement Is evidenced in
writing;

(2) Payment shall not be deferred for
more than 5 months from the due data
of the last fully paid installment, except
that any period during which the bor-
rower is a 1percon In the military sr-v-
Ice" as such term is defined in the Sol-
diers' and Sailors' Civil Relief Act of
1940, as amended, shall not be included
in computing the 5-month Period.

(3) Such agreement shall not extend
the final maturity of the obligation be-
yond the maturity date of the obligation
as provided by its original terms;

(4) The insured may assess the bor-
rower for the cost of deferring payments
f such assessent is not in excess of
the contract rate in the Jurisdiction in
which the note Is drawn, or the amount
of late charges permitted by the note as
authorized in § 201.2(e), whichever
amount is the greater.
§ 201.10 Report of lomu.

Loans shall be reported on the pre-
ccribed form to the Federal Housing Ad-
ministration at Washington, D.C., within
31 days from the date of the note or date
upon which It was purchased. Any loan
refinanced as provided in § 201.9 shall
likewise be reported on the prescribed
form within 31 days from the date of
refinancing. Any loan transferred as pro-
vided In § 201.12(e) shall be reported on
the prescribed form within 31 days from
the date of such transfer. If the loan or
note is not In default, the Commissioner
may, in his discretion, accept a late
report.
§ 201.11 Cain.
(a) Claim application. Claim for re-

imbursement for loss on* an eligible loan
shall be made on a form provided by the
Corissoner, and executed by a duly
qualified officer of the Insured. The
claim shall be accompanied by the in-
sured's complete credit and collection file
pertaining to the transaction.

(b) Claim after default. Claim may
be filed after default, provided demand
has been made upon the debtor for the
full unpaid balance of the note. For the
purpose of determining the date of de-
fault, any payments received on an ac-
count, including payment on judgments
predicated thereon, shall be applied to
the earliest unpaid installment.
(c) Maximum claim period. (1) Claim

shall be filed no later than 6 months after
the due date of the final installment pro-
vided for in the note.

(2) If at the time of default or at any
time subTequent to the default a person
primarily or secondarily liable for the
repayment of a loan is a 1person in mili-
tary service" as such term Is defined in
the Soldier's and Sailor's Civil Relief
Act of 1940, as amended, the period dur-
ing which he is in military service shall
be excluded in computing the time within
which claim Is to be filed for rembure-
ment under the provisions of this section.

Cd) Extension of maximum claim pe-
riod. Upon presentation to the Commis-
sioner of the facts of a particular case
within the allowable claim period pre-
scribed In this section, he may, in his
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discretion, extend the time within which
claim must be made, provided that in
computing the claim no interest will be
allowed for the period of such extension.

(e) Claim amount. An insured will
be reimbursed for its losses on loans
made in accordance with the regulations
in this part up to the amount of its re-
serve as established by § 201.12. The
amount of the reimbursement is deter-
mined by adding the items in subpara-
graphs (1), (2), (3), and (4) as follows:

(1) 90 percent of the net unpaid
amount of the loan actually made or the
actual purchase price of the note, which-
ever is the lesser.

(2) 90 percent of the uncollected in-
terest earned up to the date of default
plus.90 percent of the interest, computed
at 7 percent per annum (5 percent per
annum with respect to claims filed with
the Commissioner prior to May 1, 1970)
on the outstanding balance, computed
from the date of default:

(i) To either the date of the claim ap-
plication or for a period of 9 months
and 31 days following such default date,
whichever period of time is the lesser, or

(ii) To the date of certification of the
claim for payment, in a case where an
otherwise eligible claim has been held in
suspense by the Commissioner pending
a determination of the eligibility for in-
surance of other claims or loans, or by an
investigation of the insured's loan or
claim activities.

(3) Uncollected court costs, including
fees paid for issuing, serving, and filing
summons.

(4) Attorney's fees actually paid not
exceeding:

(i) Twenty-five percent of the amount
collected by the attorney on the defaulted
note If the borrower is liable for the pay-
ment of such fee under the laws of the
jurisdiction applicable to the note, and
if the insured has not waived its claim
against the borrower for such fees.

(it) $50 or 15 percent of the balance
due on the note, whichever is the lesser,
if a judgment is secured by suit; or $10
or 15 percent of the balance due on the
note, whichever is the lesser, if judgment
is secured by confession after default.

(f) Assignment of documents. The
note and any security held or judgment
taken must be assigned in its entirety
and If any claim has been filed in bank-
ruptcy, insolvency, or probate proceed-
ings, such claim shall likewise be as-
signed to the United States of America.

(g) Form of assignment. The follow-
Ing form of assignment properly dated
shall be used in assigning a note, judg-
ment, real estate mortgage, deed of
trust, conditional sales contract, chattel
mortgage, mechanics' lien, or any other
security device in event of claim:

All right, title, and interest of the under-
signed is hereby assigned (without warranty,
except that the note qualifies for insurance)
to the United States of America.

(Financial Institution)
Blgy ------------------------

Title
Date

Provided, That if this form is not valid
or generally acceptable in the jurisdic-

tion involved, a form which is valid and
generally acceptable shall be used.

(h) Election of action. Where a real
estate mortgage, deed of trust, condi-
tional sales contract, chattel mortgage,
mechanics' lien, judgment lien, or any
other security device has been used to
secure the payment of a loan made under
the provisions of Title I of the act, the
Insured may not, except with the ap-
proval of the Commissioner, both pro-
ceed against such security and also make
claim under its contract of insurance, but
shall elect which metlhod it desires to
pursue.
§ 201.12 Insurance reserve.

(a) Legal limit. Subject to the limi-
tation on the Commissioner's authority
to insure as stipulated in section 2 of
Title I of the act, the Commissioner, pur-
suant to the provisions of § 201.11, will
reimburse any insured for losses sus-
tained by it in accordance with the gen-
eral insurance reserve provisions of
paragraph (b) of this section.

(b) There shall be maintained for
each insured a general insurance re-
serve, which shall equal 10 percent of
the aggfegate amount advanced on all
eligible loans originated by such insured
pursuant to the provisions of the regu-
lations both in this Subpart A and in-
Subpart B of this part on and after
March 1, 1950, and prior to the expira-

.tion of the Commissioner's authority to
insure under the provisions of this Act,
less the amount of all claims approved
for payment by the Commissioner in
connection with such loans and less the
amount of any adjustments made pur-
suant to paragraph (c) of this section.

(c) Adjustment of general reserve.
After August 1, 1956, the amount of the
general insurance reserve to the credit
of each insured shall be adjusted on July
1 of each year by deducting therefrom an
amount equivalent to 15 percent of the
amount of such insurance reserve on the
records of the Commissioner as of the
date of such adjustment: Provided, That
no such adjustment shall reduce the in-
surance reserve of any Insured to an
amount less than $5,000: Provided fur-
ther, That no such adjustment shall be
made in the insurance reserve of any
financial institution until the first day of
July next following the expiration of a
period of 30 months after the Issuance
of a contract -of Insurance to such in-
stitution by the Commissioner, and no
such adjustment shall be made in the
insurance reserve of any financial insti-
tution after the termination of the con-
tract of insurance issued to such insti-
tution by the Commissioner, or after the
termination of the Commissioner's au-
thority to insure against losses pursuant
to Title I of the National Housing Act.

(d) Transfer of loans reported for in-
surance. The insured shall not assign
or otherwise transfer any loan reported
for insurance to a transferee not holding
a contract of insurance under Title I of
the National Housing Act: Provided,
That nothing contained herein shall be
construed to prevent the pledging of
such loans as collateral security under
a trust agreement, or otherwise, in

connection with a bona fide loan
transaction.

(c) Transfer of insurance rcserve.
Insurance reserve of more than $5,000
shall not be transferred to or from the
reserve account of any insured during
any fiscal year (July 1 through June 30)
without the prior approval of the Com-
missioner. Except in cases involving
the transfer of loans sold with recourse
or under a guaranty, guarantee or re-
purchase agreement, the reports re-
quired by § 201.10 shall be submitted,
indicating the intent of the parties with
respect to the transfer of the insurance
reserve; and, unless the approval of the
Commissioner is obtained, the insurance
reserve shall be transferred as follows:

(1) In cases involving the transfer of
notes purchased without recourse, guar-
anty, guarantee, or repurchase agree-
ment, provided no installment payment
is past due more than one calendar
month at the time of purchase, reserve
shall be transferred to the reserve of the
purchasing institution, on the basis of
10 percent of the actual purchase price
or net unpaid original advance, which-
ever Is the lesser.

(2) In cases involving the transfer of
notes purchased without recourse, guar-
anty, guarantee, or repurchase, agree-
ment, where one or more installment
payments are past due more than one
calendar month at the time of purchase,
the loans and reserves shall be trans-
ferred on an earmarked basis. In the
case of earmarked transfers all reserves
accrued by reason of the loans trans-
ferred shall be transferred, but such
reserves shall be available only for pay-
ment of claims on the loans transferred,
and claims on such loans can be paid
only up to the amount of such earmarked
reserves.

(3) In cases involving the transfer of
notes sold with recourse or under a guar-
anty, guarantee, or repurchase agree-
ment, no insurance reserve will be trans-
ferred and no reports will be required.

(f) FHA recovery shall not aflect re-
serve. Amounts which may be salvaged
by the Commissioner with respect to a
loan in connection with which an insured
has been reimbursed under Its contract
of Insurance shall not be added to the
Insurance reserve remaining to the credit
of such insured.
§ 201.13 Insurance charge.

(a) Rate. The Insured shall pay to
the Commissioner on loans made or re-
financed on or after August 1, 19608, an
insurance charge equal to fifty one-
hundredths (0.50) of 1 percent per
annum of the net proceeds of any eligiblo
loan reported and aclmowledged for In-
surance. In computing the Insurance
charge, no charge shall be made for the
fractional period of a month of 14 days
or less, and a charge for a full month
shall be made for the fractional period
of a month of more than 14 days.

(b) When payable-l) Loan reports
acknowledged prior to May 1, 1970.
Where the Commissioner acknowledges
to the insured institution, prior to May 1,
1970, the receipt of a loan report, the
insurance charge shall be paid as follows:
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i) If the loan has a maturity of 3
years and 32 days or less, the charge for
the entire term shall be paid within 25
days after the Commissioner's acknowl-
edgment of the loan report.

(ii) If the loan has a maturity of more
than 3 years and 32 days, the charge
shall be paid in installments. The first
installment, equal to the charge for 3
years shall be paid within 25 days after
the Commissioner's acknowledgment of
the loan report. The second and suc-
ceeding installments, each equal to the
charge for 1 year, shall bb paid on the
first and each succeeding anniversary of
the first day of the month following the
date of the note.

(2) Loan reports acknowledged on or
after May 1, 1970. Where the Commis-
sioner acknowledges to the insured insti-
tution, on or after May 1, 1970, the re-
celpt of a loan report, the insurance
charge shall be paid as follows:

(I) If the loan has a maturity of 25
months or less, the charge for the entire
term shall be paid within 25 days after
the Commissioner's acknowledgment of
the loan report.

(ii) If the loan has a maturity of more
than 25 months, the insurance charge
shall be payable in Installments. The first
installment shall be equal to the charge
for 1 year and be paid within 25 days of
the Commissioner's acknowledgement of
the loan report. The second and suc-
ceeding Installments, each equal to the
charge for 1 year, shall be paid on the
first and each succeeding anniversary
of the first day of the month following
the date of the loan.

(c) Notes transierred. Any adJust-
ments of the insurance charge already
paid on any obligation transferred be-
tween Insureds shall be made by the
insureds, except that any unpaid Install-
ments of the insurance charge shall be
paid by the purchasing insured.

(d) Refund or abatement. There
shall be no refund or abatement of any
portion or Installment of the Insurance
charge except:

(1) The charge on a refinanced note
may be credited with the unearned por-
tion of the charge on the original note;

(2) Insurance charges falling due
after claim Is filed or the note Is prepaid
in full;

(3) The charge paid on a loan or por-
tion thereof found to be ineligible; but no
refund shall be made unless a claim is
denied by the Commissioner or the in-
eligibility is reported by the insured
promptly upon discovery and an appli-
cation for refund made. In no event
shall charges be refunded where the ap-
plication for refund is not made until
after the loan Is paid In full.

(e) When not chargeable to borrower.
The insurance charge paid by the in-
sured shall not be charged to the bor-
rower if- such charge would cause the
total payments made by the borrower
to exceed the maximum permissible
amount which may be charged to the
borrower for interest, discount, and all
other charges in connection with the
transaction.

§ 201.14 Admini trative reports and cx-
aminntion.

The Commissioner, or his authorized
representative, may at any time call upon
an insured for such reports as he may
deem to be necessary In connection with
the regulations in this part, or may In-
spect the books or accounts of the In-
sured as they pertain to the loans re-
ported for insurance.
§ 201.15 Amendments.

The regulations in this part may be
amended by the Commissioner at any
time, but such amendment shall not ad-
versely affect the insurance privileges of
an Insured with respect to any loan pre-
viously made or In the process of being
made. Unless otherwlse provided, an
amendment shall be applicable to any
loan or the refinancing of any loan, when
the loan or note Is made pursuant to an
application dated on or after the effective
date of such amendment.
§ 201.16 Effective date.

The regulations In this part are effec-
tive as to all loans made on and after
October 1, 1954, except that § 201.11(c)
(2) and § 201.11(e) (4) shall be effective
as to all claims paid on and after Oc-
tober 1, 1954, and j 201.12(c) shall be
effective as to all adjustments made after
October 1, 1954.

Subpart B-Mobile Home Loans

§ 201.501 Definitions.
As used in the regulations in this part

the term-
(a) "Act" means the National Hous-

ing Act.
(b) "Borrower" means a natural per-

son who applies for and receives a loan
for the purchase of a mobile home in
reliance upon the provisions of the Act.

c) "Certificate of origin" means a
document establishing that a mobile
home Is free and clear of all legal
encumbrances.

Cd) "Commissioner" means the Fed-
eral Housing Commissioner or his duly
authorized representative.

(e) "Contract of insurance" includes
all"of the provisions of the regulations
in this subpart and the applicable pro-
visions of the Act.

(f) "Form" means a document which
is provided by or satisfactory to the
Commissioner.

(g) 'Insured" means a financlal Insti-
tution holding a contract of Insurance
under title I of the Act.

(h) "Loan" means an advance of
funds or credit or the purchase of an
obligation.

(i) 'anufacturer's invoice" means a
document which is officially Issued by the
manufacturer stating the true wholesale
price of a mobile home, Its furnilings,
equipment and accessories. The docu-
ment shall be on a form which is in gen-
eral use In the industry.

C) 'obile home" means a movable
dwelling unit designed and constructed
for permanent occupancy by a single
family which dwelling unit contains per-
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manent eating, cooking, sleeping, and
sanitary facilities.

W) "Obligation" means evidence of
monetary Indebtedness.

a) "Owner' means a borrower who
has at least a one-hal interest in the real
property upon rhich the mobile home is
placed, which interest is a fee simple title
and such title may be subiect to a mort-
gage, deed of trust or other Hen securing
a debt or where tbta borrower is a pur-
chaser under a mutually binding re-
corded contract for the purchase of the
real property, is rightfully in possion,
and the purchase price Is payable in
equal instalments.

(m) 'rincipal residence" means that
place where the borrower expects to live
at least 9 months of the year.
§ 201.505 Purpose of subpart

The provisions in this subpart contain
the requirements under which an ap-
proved financial institution may obtain
insurance of loans made for the purchase
of mobile homes.

PnoPEnTY Xna SmnucTunss RLuz-

§ 201.510 New or used mobile homes.
The loan shall be made only for fi-

nancing the purchase of a mobile home
which is either new or used as follows:

(a) New. A new mobile home, mean-
Ing a unit that has not been previously
occupied at the time of purchase.

(b) Used. A used mobile home, mean-
Ing either a unit belng sold by one who
acquired such unit With financing pro-
vided under this subpart; or a unit that
the purchaser has been occupying pur-
suant to a lease from a governmental
agency, if such purchaser had been dis-
placed from previous housing as a result
of a disaster which the President has
determined to be a major disaster.
§ 201.515 BorroweF's use of mobile

home.
The borrower shall -stablish, to the

satisfaction of the Commissioner, that
he is purchasing the mobile home for
uze and occupancy as his principal resi-
dence.
§ 201.520 Structural design and stand-

ards.
(a) Basic requirements. The mobile

home shall be designed and constructed
so as to Insure adequate durability and
livability.

(b) ANSI criteria. The requirements
of paragraph (a) of this section may be
satisfied by compliance with the sped-
fications In effect at the time the loan is
made which are prescribed In mobile

'home standard No. A 119.1, as approved
by the American National Standards
Institute (formerly the United States of
America Institute, Inc.), hereinafter re-
ferred to as "ANSI". A certification shall
be obtained from the manufacturer stat-
ing that the mobile home was con-
structed in accordance with the ANSI
requirements.

(c) Minimum size. The mobile home
shall be at least 40 feet long and 10
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feet wide, or shall consist of a module
or modules having minimum floor space
area of at least 400 square feet.
§ 201.525 Mobile home location stand.

ards.
(a) In general. The mobile home shall

be placed either in a mobile home park,
approved by the Commissioner, or on
a site owned by the borrower which
meets certain requirements prescribed
by the Commissioner.

(b) Mobile home parke. Where the mo-
bile home is to be placed on a mobile
home park, approved by the Commis-
sioner, the park shall meet such mini-
mum standards and specifications relat-
ing to sanitation, site or lot location,
vehicular access, landscaping, and such
other requirements conducive to in ade-
quate environment as the Commissioner
shall deem necessary.

(c) Owner's site. Where the mobile
home is to be placed on a site owned by
the borrower the following requirements
shallbemet:

(1) In all instances, except where it
Is served by a central sewage and water
facility subject to supervision and con-
trol by a governmental authority, the
site shall have a minimum size of not
less than one-fourth acre.

(2) The insured shall obtain from the
borrower or the dealer -a certification
made by an authorized local official es-
tablishing that the site has adequate
sanitary facilities and Is in conformance
with applicable sanitary codes in the
jurisdiction where the mobile home is to
be located.

(3) The Insured shall obtain a cer-
tification from the dealer and the bor-
rower establishing that current zoning
of the site does not preclude emplace-
ment of a mobile home.

MAXIIUm LOAN, FEES AND CHARGES
§ 201.530 Maximum loan amount.

(a) Basic limitation. The mobile home
loan proceeds shall not exceed the lesser
of $10,000 ($15,000 where the mobile
home is composed of two or more mod-
ules) or 115 percent of the total price for
such home, as stated in the manufac-
turer's invoice (115 percent of the whole-
sale blue book price, if a previously
financed used mobile home is involved).
The charges and fees authorized in para-
graph (b) of this section may be added
to the loan, If the inclusion of such items
does not increase the total loan proceeds
to more than $10,000 ($15,000 where the
mobile home is composed of two or more
modules).

(b) Permissible charges and lees. The
following charges and fees are
authorized:

(1) Filing or recording fees and
charges.

(2) Documentary stamp taxes.
(3) State and local sales taxes.
(4) Costs of comprehensive and ex-

tended coverage insurance and a ven-
dor's single interest coverage. The term
of the initial policy shall not exceed
5 years.

(5) Costs of transportation or freight
as shown on the invoice, not to exceed

$400 for a mobile home or where the
mobile home consists of two or more
modules, $600.

(6) Itemized setup charges by the
dealer for installing the mobile home on
site, not to exceed $200 or where a mobile
home consists of two or more modules,
$400.
§ 201.535 Borrower's minimum invest-

ment.
The borrower shall make a minimum

cash downpayment of at least 5 percent
of the first $6,000 of the total cost of
the mobile home as shown In the pur-
chase contract (excluding permissible
charges and fees provided for in § 201.530
(b)) plus 10 percent of any amount in
excess of $6,000.
§ 201.540 Financing charges.

(a) Annual percentage rate. The
maximum permissible financing charge
which may be paid or collected by the
insured for interest discount and fees of
all kinds in connection with the loan
transaction expressed as an annual per-
centage rate varies from 7:63 percent to
10.57 percent depending upon the
amount and term of the loan.

(b) Maximum discount. Charges for
individual loans shall be made in ac-
cordance with tables of calculations
issued by the Commissioner based upon
the following requirements:

(1) On amounts not in excess of
$2,500, a charge equivalent to $5.50 dis-
count per $100 of the original face
amount of a 1 year note payable in equal
installments.

(2) On amounts in excess of $2,500, a
charge equivalent to $4.50 discount per
$100 of the original face amount of a 1
year note payable in equal installments.

(a) Prepayment rebate. If an obliga-
tion is paid in full prior to maturity, the
insured shall rebate the full unearned
charge, where such rebate is $1 or more.
Where the law of the jurisdiction per-
mits an acquisition or minimum retained
charge, such charge may be deducted
from the rebate.

ELIGIBLE BORROWERS

§ 201.545 Credit requirements.
(a) Credit application. The insured

shall obtain a dated credit application
form executed by the borrower. The
loan file shall contain either a commer-
cial credit report obtained by the insured
on the borrower, or evidence that the in-
sured has made an adequate investiga-
tion of the borrower's credit.

(b) Borrower's credit. The credit in-
formation relied upon by the insured
shall, in its judgment, clearly show the
borrower to be solvent with -reasonable
ability to pay the obligation and, in all
other respects, a reasonable credit risk.

(c) Effect of misstatements. If after
the loan has been made, in good faith, the
insured discovers any material misstate-
ments or misuse of the proceeds of the
loan by the borrower, dealer, or othbrs,
he shall promptly report such discovery
to the Commissioner. Any such discovery,
however, shall not affect the Commis-
sioner's Insurance, provided that the

validity of the lien on the mobile home
has not been Impaired.
§ 201.550 Limitation on outstandlng

loans for same borrower.
(a) Outstanding mobile home loan. If

the borrower Is already obligated under
a loan for the purchase of a mobile home
financed under this subpart, the Insured
shall determine that such loan has or will
be paid in full prior to disbursal of the
proceeds of an additional mobile home
loan. This requirement may be waived by
the Commissioner, If the loan would oth-
erwise be eligible.

(b) Outstanding Federal obligations.
The proceeds of a loan shall not be dis-
bursed if the insured has kmowledgo that
the borrower Is past due more than 15
days as to either principal or interest
with respect to an obligation owing to,
or Insured by, any department or agency
of the Federal Government. This re-
quirement may be waived by the Com-
missioner, If the borrower Is In default
under an obligation by reason of his be-
ing in the military service.

LOAN REQUIREmuNS
§ 201.555 Payment provisions.

The loan shall be payable in one of
the following ways:

(a) In equal installments falling due
monthly, or every 2 weeks. The first pay.
ment shall be due no later than 2 months
from the date of the loan. The loan may
provide for a first or final payment in
an amount other than the amount of the
regular installment. In such instance,
the first or final installment shall not be
less than one-half nor more than one
and one-half times the amount of the
regular Installment.

(b) In equal installments at intervals
corresponding with the borrower's flow
of Income. In such cases, the obligation
may provide for installments payable
quarterly, semiannually or annually,
with the first payment to be made no
later than 1 year from the date of the
obligation and subsequent payments to
be made at least once a year.
§ 201.560 laturity provisions.

The obligation shall have p term of nob
less than 1 year or more than 12 years
and 32 days from the date It Is made, ex-
cept that an obligation for a mobile
home composed of two or more modules
shall have a term of not more than 15
years and 32 days.
§ 201.565 Default provision.

The obligation shall contain a provi-
sion for acceleration of maturity, at the
option of the holder, upon default In the
payment of any installment upon the
due date thereof, or failure to make the
payments of rent, taxes, or other charges
incurred in connection with the lot or
site where the mobile home Is emplaced.
§ 201.570 Late charges.

The obligation may provide for a late
charge not to exceed 5 cents per $1 of
each Installment more than 10 days in
arrears. No late charge In excess of $7.50
may be made on any past due install-
ment. Any late charge collected from the
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borrower as a penalty shall be so billed
and evidence of such billing must be in
the loan file if claim therefor is made
under the Contract of Insurance.
§ 201.575 Validity and enforceability of

loan.
The obligation shall be valid and en-

forceable against the borrower and be
complete and regular on its face. The
signatures of all parties on the docu-
ment evidencing the loan obligation
must be genuine. The obligation shall be
secured by a properly recorded financing
statement and security agreement or
other security instrument which creates
a first lien against the mobile home and
its furnishings, equipment, and acces-
sories.
§ 201.580 Provision concerning past

due loans.
A loan shall not be purchased if any

installment thereon is past due more
than 15 days at the date of purchase,
except purchases of loans from other in-
sured lending institutions which loans
have been previously reported for
insurance.
§ 201.585 Refinancing.

A new obligation entered into for the
purpose of liquidating a loan previously
reported for insurance may be insured,
if such new loan meets the requirements
of this subpart and if the term of the
new loan does not exceed 12 years and
32 days or 17 years from the date of the
original loan. The full amount of any
unearned financing charge on the origi-
nal obligation shall be refunded to the
borrower. The borrower may be assessed
a handling charge of not more than $25
in connection with the refinancing.

DEALER AND DinECT LOAN

§ 201.590 Types of loan transactions.
The transaction may involve a dealer

loan where the dealer has been approved
by and makes the loan arrangements
with the insured or it may involve a di-
rect loan obtained by the borrower
directly from the insured.

§ 201.595 Dealer investigation, approval
and control.

Where the loan involves a dealer, the
insured shall comply with the following
requirements:

(a) Requisites of approved dealer. The
insured shall approve as dealer an ap-
plicant who the insured considers to be
reliable, financially responsible, and
qualified to satisfactorily install the
mobile home and able to provide the bor-
rower with proper services in connection
with the warranties covering such home.
This approval shall be evidenced by an
executed application form, together with
a financial statement certified by a
licensed public accountant. The applica-
tion shall be dated and signed by the
dealer and shall contain the signature
of the insured signifying approval of the
dealer.

(b) FinanciaZ statement required. The
insured shall obtain a financial state-
ment of the dealer, certified by a licensed
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public accountant, not less than once
every 12 months. If no loans have been
purchased, prior to the date of such
financial statement, the insured shall
approve the dealer as provided in para-
graph (a) of this section.

(c) Contents of file and records. The
insured shall maintain a file on each
dealer which shall contain information
as follows:

(1) The dealer application as ap-
proved by the insured.

(2) Financial statements, credit re-
ports and any other information ob-
tained to support the dealer application.

(3) Records of Inspection of the
dealer's place of business.

(4) Any memoranda relating to the
insured's experience wth loans origi-
nated by the dealer.

(d) Reserve account and guarantees.
Reserve accounts to cover losses on loans
reported to the Commissioner for insur-
ance are prohibited. The insured may
require a dealer or other person to en-
dorse or guarantee payment of loan obli-
gations so long as no reserve account Is
involved, and any such undertaking
must cover the full amount due on the
obligation. The provisions of this para-
graph shall not apply to agreements be-
tween insured lenders covering the trans-
fer of loans already reported for insur-
ance.
§-201.600 Procedures on direct loans.

'Where the borrower applies for a loan.
not through a dealer, but directly to the
insured, the provisions of § 201.595 shall
not apply. In such instance, the insured,
the borrower and the seller shall comply
with all other requirements of this sub-
part, and the proceeds check shall be
drawn Jointly to the order of the bor-
rower and the seller of the mobile home.
§ 201.605 Placement certificate.

(a) Prior to the disbursement of the
loan proceeds, the insured shall obtain
a placement certificate form signed by
the borrower and the dealer or seller
establishing that:

(1) The mobile home has been placed
on a site meeting the requirements of
§ 201.525.

(2) That the borrower has neither
been paid nor offered, as inducement for
the consummation of the transaction,
any cash payment or rebate, nor has It
been represented to the borrower that
he will receive a cash bonus or commis-
slon on future sales.

(b) If the insured has information to
the contrary with regard to the state-
ments in the placement certificate, he
shall not disburse the loan proceeds. In
the absence of such contrary informa-
tion, he may disburse the loan proceeds
in reliance on the statements contained
in the placement certificate.
§ 201.610 Advance notice of disburse-

ment.
The insured shall mail to the bor-

rower the written advance notice form
of the insured's intention to disburse
the proceeds of the loan. Such notico
shall be mailed not less than 6 calendar
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dys prior to actual disbursement. A
record of such notice showing the date
of mailing to the borrower shall be
retained in the insured's loan file.
§ 201.615 Precnutionarymeasures.

If the Insured has not approved the
dealer or has reason to withdraw the
approval of a dealer, that has previously
been approved under § 201.595 or § 201.8,
the proceeds of a loan to such dealer shall
notbe disbursed until:

a> The insured has verified all state-
ments contained on the borrower's credit
application.

(b) The borrower and dealer have
each signed the placement certificate in
the presence of the Insured.

(c) The insured has inspected the
site and the installation.

(d) The insured has signed a state.
ment to the effect that the above re-
quirements were met prior to releasing
the proceeds of the loan. This statement
of compliance shall accompany each loan
report.
§ 201.620 Persons ineligible for partici-

pation.
No loan shall be made or disbursed

where the insured has knowledge that
any person partcipating- in the trans-
action as dealer, salesman, borrower, or
in any other capacity, has been barred
from participation, pursuant to § 200.190
et seq. of this chapter, in either of the
programs provided for In Subparts A and
Bolthispart.

Iz;suI;cc CmnG Rsqtara rs
§ 201.625 Rate of insurancecharge.

The insured shall pay to the Commis-
sioner an insurance charge equal to
fifty one-hundredths (0.50) of 1 p ercent
per annum of the net proceeds of any
eligible loan reported and acknowledged
for Insurance. In computing the Insur-
ance charge, no charge shall be made for
a period of 14 days or less, and a charge
for a month shall be made for a period
of more than 14 days.
§ 201.630 When insurance charge pay-

able.
(a) Single payment. On loans having

a maturity of 25 months or less, the in-
surance charge for the entire term of
the loan shall be paid within 25 days
after the date the Commissioner ac-
knowledges to the insured institution
the receipt of the report of the loan.

(b) Installment payments. On loans
having a maturity in excess of 25 months,
the insurance charge shall be paid in
installments. The first installment shall
be equal to the charge for 1 year and be
paid within 25 days of the Commission-
er's acknowledgment of the loan report.
The second and succeeding installments,
each equal to the charge for 1 year, shall
be paid on the first and each succeeding
anniversary of the flrt day of the month
following the date of the loan.
§ 201.635 Insurance charge adjustments

on transfers.
W~here there is a transfer of obliga-

tions between insured lenders and the in-
surance charge on such obligations has
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already been paid, any adjustments, of
such charge shall be made by the lenders
involved, except that any unpaid install-
ments of the Insurance charge shall be
paid by the purchasing lender.
§ 201.640 Refund or abatement of in-

surance charge.
An insured shall be entitled to a refund

or abatement of Insurance charges only
in the following instances:

(a) Where the obligation has been re-
financed, the unearned portion of the
charge on the original obligation shall be
credited to the charge on the refinanced
loan.

(b) Where the obligation is prepaidin
full or an insurance claim is filed, charges
falling due after such prepayment or
claim shall be abated.

(c) Where a loan (or a portion
thereof) is found to be ineligible for in-
surance, charges paid on the ineligible
portion shall be refunded. Such refund
shall be made, however, only if a claim
is denied by the Commissioner or the In-
eligibility is reported by the insured
promptly upon discovery. In no event
shall a charge be refumded on the basis
of loan Ineligibility where the applica-
tion for refund is made after the loan
has been paid in full.
§ 201.645 Limit on charge to borrower.

The insurance charge paid by the In-
sured shall not be passed on to the bor-
rower, if such action would cause the
total payments for which the borrower
is liable to exceed the maximum permis-
sible amount which may be collected
from him for Interest, discount, and all
other charges in connection with the
transaction.

LOAN REPORTING AND SER rICmG
§ 201,650 Report of loans.

(a) Date of reports. A loan report on
the prescribed form shall be transmitted
to the Federal Housing Administration
at Washington, D.C., within 31 days from
the following dates:

(1) In the case of an original loan,
the date of the loan or the date upon
which it was purchased by the insured.

(2) In the case of a refinancing, the
date of the refinancing loan.

(3) In the case of a transfer of the
loan to another insured lender, the date
of the transfer.

(b) Late reports. If the loan is cur-
rent, the Commissioner may in his dis-
cretion, accept a late report on a loan
where the insured certifies that the obli-
gation is not in default.

(c) Transfer of loan between insured
lenders. All of the provisions of § 201.12
(d) governing the transfer of loans be-
tween insured lenders shall apply to loans
insured undez this Subpart.B.
§ 201.655 Servicing and collection.

The insured shall service loans In ac-
cordance with accepted practices of
prudent lending institutions. The in-
sured shall have adequate facilities for
contacting the borrower in the event of
default and shall otherwise exercise dili-
gence in collecting the amount due. The
insured shall remain responsible to the
Commissioner for proper collection ef-
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forts, even though the actual servicing
and collection may be performed by an
agent of such insured.
§201.660 Admintrative reports and

examinations.
The Commissioner may at any time

call upon an insured for such reports as
the Commissioner may deem to be neces-
sary in connection with the regulations
in this subpart. The Commissioner may
inspect the books or accounts of the In-
sured as they pertain to the loans re-
ported for insurance.

CLAMrs
§ 201.665 Claim application.

(a) How to file. Claim for reimburse-
ment for loss on any eligible loan shall
be made on a form provided by the Com-
missioner and executed by a qualified
officer of the insured. The claim shall be
accompanied by the insured's complete
file pertaining to the transaction. Where
the insured is required by law to keep an
original document in his possession, a
copy of the original document shall be
acceptable.

(b) When to ftle. Claim shall not be
fied by the insured until after default,
repossession, and sale of the mobile
home. Such claim shall be filed no later
than 9 months and 31 days after the
due date of the earliest fully unpaid In-
stallment provided for in the obligation,
unless an extension is requested and
approved by the Commissioner.
§ 201.670 Assignment of security.

If a deficiency judgment or other se-
curity has been obtained, it shall be
assigned to the United States of America,
on a form recordable in the jurisdiction
In which the judgment or other security
was taken.
§ 201.675 Lisurance reserve.

All of the provisions of § 201.12 with
respect to the maintenance for each in-
sured lender of a general insurance re-
serve sball apply with respect to loans
reported for insurance under subparts
A and B. The aggregate amount of loans
advanced by an insured lender, for the
purposes of determining its general In-
surance reserve, shall include loans re-
ported for insurance under both sub-
parts A andB of this part,
§ 201.680 Amount of claim.

An insured may be reimbursed for
losses on loans made in accordance with
the regulations under this subpart, up to
the amount of its general insurance re-
serve. The amount of the reimbursement
is determined by following the compu-
tation steps prescribed In paragraphs
(a), (b) and (c) of this section:

(a) Deduct from the unpaid amount
of the obligation (net unpaid principal
and the earned portion of the financing
charge, at the time of default) the actual
sales price obtained for the mobile home
following Its repossession, or the ap-
praised value of the mobile home, which-
ever amount is the greater. The determi-
nation of appraised value (for the pur-
poses of this paragraph) shall be made
by the Commissioner, at his option, on
the basis of either the value listed in

a current accepted "blue or red book"
value rating publication (establikhing
wholesale values for comparable mobile
homes in the geographic rating area)
or on the basis of an actual appralral of
the mobile home. The Commissloner'u
determination of apprased value shall
be binding on the insured for the pur-
poses of establishing Its loss.

(b) Add to 90 percent of the amount
determined under paragraph (a) of this
section 90 percent of the Interest at 7
percent per annum on the amount de-
termined under paragraph (a) of this
section, computed from the date of
default:

(1) To either the date of the claim ap-
plication or for a period of 9 months and
31 days following such default date,
whichever period of time is the lesser or,

(2) To the date of certification of the
claim for payment, in a case where an
otherwise eligible claim has been held In
suspense by the CommIsioner pending
a determination of the eligibility for In-
surance of other claims or loans, or by
an investigation of the insured's loan
or claim activities.

(c) Add to the amount obtained under
paragraph (b) of this section the follow-
ing allowances for expendltures made by
the insured:

(1) The costs of rcpo2sssing and re-
furbishing the mobile home, not to ex-
ceed $500.

(2) Attorney's fees, not to exceed $100.
(3) Uncollected court costs Including

fees paid for izsuing, cerving and 1iling
summons.

(4) A sales csmisslon to the dealer
for the resale of the repozezzed mobile
home, not to exceed 3 percent of the
sales price.

ASXEIIDrIETS
§ 201.900 Amendment and effect.

The regulations In this part may be
amended by the Commissioner at any
time, but such amendment shall not ad-
versely affect the inurance prlvllege3
of an insured with respect to any loan
pretiously made or in the process of
being made. Unless otherwise provided,
an amendment shall be applicablo to any
loan or the refinancing of any loan, when
the loan is made pursuant to an appli-
cation dated on or after the effective dito
of such amendment.

PART 202-CLASS 3 PMOPE27T
]IAPOVEfANT LOANS

202.1 Defnitions.

202.0 llgible borrovers.
202. Eligiblo Improvements.
202.5 Credits.
202.0 Eligible intercot bcaftrg loan.
202.7 Eligible dizcount lomns.
202.8 Loan procedure.
202.D RefLnancing.
202.10 Claims.
202.11 Insuranco ch-rg.
202.12 Insuranco reserve.
202.18 Administrative reports and oxami-

nation.
Avmornr: The provflsona of this Prmt

202 issued under cco. 2, 48 Stat. 1248, a3
amended; 12 U.S.C. 1703.
§ 202.1 Dcllnitions.

As used In the regulations in this part:
(a) "Act" means the National Houcnln

Act, as amended.
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(b) "Administration" means -the Fed.
eral Housing Administration.

(c) "Commissioner" means the Fed.
eral Housing Commission or his dub
authorized representative.

(d) "Contract of insurance" includet
all of the provisions of the regulations In
this part and of the applicable provislon
of the act.

(e) 'Insured" meais any financial n-
stitution holding a Contract of Insur-
ance under Title I of the act.

f) '%oan" and "Class 3 loan" mean
any loan made under the regulations in
this part for the purpose of financing
the construction of a new structure to
be used in whole or in part for residential
purposes.

(g) '"3orrower" means one who is an
eligible owner or lessee of real property
upon which a new structure is to be or
has been constructed pursuant to the
provisions of the act and the regulations
in this part and who applies for and re-
ceives an advance of credit in reliance
upon the provisions of the act and the
regulations in this part.

(h) "Installment payment" includes
that deposit to an account or fund which
represents the partial repayment of a
loan.

-i) 'ortgage" includes a note, bond,
deed of trust, or other evidence of in-
debtedness or security instrument taken
n connection with a Class 3 loan.

(j) "Class 3 structure" means a struc-
ture, the construction of which Is
financed with the proceeds of an eligible
Class 3 loan.

(k) '9iscount loan" means a loan
made on a discount, gross charge, or
non-interest-bearing basis.

(I) '"Interest-bearing loan" means a
loan represented by a note payable in
monthly installments bearing simple in-
terest on the principal outstanding from
time to time.
§ 202.3 Eligible borrowers.

A borrower, in order to be eligible for
a Class 3 loan:

.(a) Eligible owners or lessees. Shall
be (1) the fee simple owner of unen-
cumbered land upon which the new
structure is to be built or (2) the lessee
of such unencumbered land under a
lease from the United States Govern-
ment for a term of at least 6 months
beyond the maturity of the loan or (3)
the lessee of such unencumbered land
under a lease for 99 years which is re-
newable or under a lease which has 50
years to run from the date the mortgage
is executed. If the borrower is a lessee
the provisions of the lease shall -be sub-
mitted to and approved by the Comm-
sioner. Any lease other than a lease
from the United States Government
must provide for an annual rental not
In excess of 5 percent of the valuation
placed upon the unimproved land by
the insured and shall contain a provi-
sion which will entitle the lessee to ob-
tain a fee simple title to such land upon
payment at any time after 1 month's
written notice of a sum not in excess of
the appraised' valuation placed upon
such land at the time the loan is made.
If the parties so desire the lease may
provide for the deferment of such right

- to obtain the fee simple title for a period
not to exceed 5 years from the date of
the mortgage; but in any event the lease
Imust contain a provision giving the
Federal Housing Commissioner the op-

i tion to purchase the fee simple title
L upon 60 days' written notice to the
s lessor in the event the Commissioner

acquires the interest of the lessee pur-
- suant to the provlsions of the regula-

tions In this part.
(b) Borrowers equity. Shall establish

L to the satisfaction of the insured by
dertiflcation on the credit application
provided or In § 202.5 that after the
mortgage, deed of trust, or simila In-
strument has been recorded, the property
will be free and clear of all liens other
than such mortgage, deed of trust, or
sim a instrument, except taxes and
ground rents not due and payable and
special assessments not In arrears, and
that in addition to the loan he has an
investment In the property In cash, In
land, or an interest in the land in an
amount equal to 5 percent of the ap-
praised value of the completed property
as determined under § 202.8(b).
§ 202.4 Eligible improvements.

(a) Purpose. A loan must be for the
purpose of financing the construction of
a Class 3 structure and appurtenances
thereto located within the United States,
its territories and possessions, and which
is commenced on or after August 19,
1947, in reliance upon the credit facilities
afforded by Title I of the National Hous-
ing Act, as amended, and which con-
forms to -the following requirements
relating to the land and Improvements
thereon:

(1) The development and use of land
shall not violate any zoning or deed re-
strictions applicable to the project site
and must comply with all applicable
building regulations.

(2) The land shall comprise a single
plot of not less than 4,000 square feet.

(3) Vehicular access to the property
shall be provided by a public street or
way or private means protected by a
permanent easement.

(4) Grading or drainage shall divert
water away from buildings and off the
site.

(5) The structure shall be limited in
design to single-family occupancy.

(6) The structure shall have a living
room which may contain space for cook-
Ing and dining, and at least one separate
room designed for sleeping purposes.
The total floor area shall not be less than
360 square feet.

(7) All rooms, including bathrooms,
If any, shall be provided with one or more
windows to permit adequate natural
light and ventilation.

(8) Where winter house heating by
means other than electricity is the es-
tablished custom, a safe means of dis-
posing of the products of combustion to
the outside air shall be provided.

(9) Each single-family unit shall be
provided with an on-site supply of safe
and palatable water. Where public or
community water service is available to
the subject property, It sbal be con-
nected with the structure and with the
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fixtures required in subparagraph (12)
of this paragraph.

(10) Each sin3le-family unit shall be
provided with a sanitary means of sew-
ago disposal. Where public or commu-
nity sewerage is available to the prop-
ertY, connection shall be made thereto
and to the fixtures required in subpara-
graph (12) of this paragraph.

(11) Where Individual water supply
and sewerage systems are used, the in-
stallations shall conform with local sani-
tary regulations for such Individual
systems. Where on-site well or cistern
supply equipped with a pump and an on-
site sanitary pit privy are used, when
this conforms with the established cus-
tom of the neighborhood, the installation
shall comply with the recommendations
of the local department of health or in
the absence of such recommendations
with the United States Public Health
Service publications "Rural water Sup-
ply Sanitation" or "Individual Sewage
Disposal Systems." Evidence of compli-
ance shall be secured from the health au-
thority having jurisdiction and the in-
sured may rely upon such evidence as
establishing compliance with this sub-
paramph.

(12) Where connection with a public
or community water and sewage disposal
system is made as required In subpara-
graphs (9) and (10) of this paragraph,
a kitchen sink and bathroom with bath-
tub or shower, water closet and lavatory
shall be provided. This requirement also
applies when an individual water-car-
riage sewage disposal system Is Installed
on the property. When disposal is by
sanitary pit privy, the water closet and
lavatory may be omitted and the other
fixtures shall be connected with a dry
well. When water is provided by a well
or cistern supply and a privy is used, all
bathroom fixtures may be omitted.

(13) Where electricity is available,
connection shall be made thereto.

(14) In the case of a loan which is
for the purpose of financing the build-
ing of a Class 3 structure for sale or for
rent, the borrower shall certify to the
insured that the footings, foundations,
columns, and structural elements of load
tearing sections of the structure, in-
cluding exterior walls, interior parti-
tions, floors, ceilings, roofs and, when
included, heating, plumbing and elec-
trical Installations comply with the Fed-
eral Housing Administration minimum
construction requirements contained in
the 'MInimum Property Requirements
for Properties of One or Two Living
Unilts" for the area In which the prop-
erty Is located.

(15) The above conditionsmaybevar
led under special circumstances and in
certain areas upon prior approval of the
Commissioner.

(b) Unfinished structures. Thn pro-
ceeds of a loan shall not be used to fi-
nance the cost of completing an unfin-
Ished structute, unless the unfinished
structure was begun under a Class 3
loan, n which case the total of all such
loans shall not exceed $4,500.
(c) Architectural services. The pro-

ceeds of a loan may be used to pay for
architectural and engineering services
and bulders' profit In connection with
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the building of new structures financed
in accordance with the regulations in
this part.

(d) Reftnancing existing obligations
prohibited. The proceeds of a loan shall
not be used for the purpose of refinanc-
ing existing obligations not previously
made or reported for insurance pursuant
to the regulations in this part.
§ 202.5 Credita

(a) Credit application. Prior to mak-
ing a loan the Insured shall obtain a
dated credit application executed by the
borrower on a form approved by the
Commissioner. A separate credit appli-
cation is required for each loan made or
mortgage purchased.

(b) Credit investigation. The credit
application, supplemented by such other
Information as the insured deems neces-
sary, must, In the judgment of the in-
sured, clearly show the borrower to be
solvent, with reasonable ability to pay
the obligation and in other respects a
reasonable credit risk. If, after the loan
is made, an insured who acted in good
faith discovers any material misstate-
ments or misuse of the proceeds of the
loan by the borrower, dealers, or others,
the eligibility of the mortgage for insur-
ance will not be affected. However, the
insured shall promptly report such dis-
covery to the Commissioner.

(c) Reliance on credit application.
An insured acting in good faith may, in
the absence of information to the con-
trary, rely upon all statements of fact
made by the borrower which are called
for by the borrower's credit application.

(d) Outstanding FHA and direct Fed-
eral obligations. The proceeds of a loan
shall not be disbursed if the Insured has
knowledge fhat the borrower is past due
more than 15 days as to either principal
or interest with respect to an obligation
owing to, or insured by, any department
or agency of the Federal Government:
Provided, That nothing contained herein
shall prevent the making of a loan
otherwise eligibile, even though the bor-
rower Is in default under such an obliga-
tion by reason of his military service and
the approval of the Commissioner is
obtained.

(e) Past due Title I mortgages at time
of purchase. A mortgage shall not be
purchased when any installment thereon
Is past due more than 15 days at the date
of purchase except purchases of mort-
gages under the provisions of § 202.12.

(f) Collections. The insured is re-
quired to service loans in accordance
with acceptable practices of prudent
lending institutions. In the event of de-
fault, the insured should have adequate
facilities for contacting the borrower
and otherwise exercise diligence in col-
lecting the amount due. The insured is
responsible to the Commissioner for
proper collection efforts, even though
actual collection may be performed by
an agent.

202.6 Eligible interest bearing loans.
(a) Mortgage provisions. In order to

be eligible for insurance a loan shall be
secured by collateral security in the form
of a duly recorded first mortgage, first

deed of trust, or similar instrument
which constitutes a first lien upon a fee
simple or leasehold interest in the land
and buildings, appurtenances, and im-
provements thereon and which:

(1) Is in a form approved by the Com-
missioner for use in the jurisdiction in
which the property covered by the mort-
gage, deed of trust, or similar instrument
Is situated and involves a principal
amount nof in excess of $4,500.

(2) Shall provide for interest at such
rate as may be agreed upon between thq
torrower and the insured but in no case
shall such interest be in excess of 4V
percent per annum on the outstanding
principal. Interest and principal shall
be payable in monthly installments (or
other periodic installments as provided
in subparagraph (11) of this paragraph.
In the event interest is payable in in-
stallments corresponding to the income
periods shown on the cerdit application,
such interest payments may be required
in advance for each installment period.)

(3) May provide for payments by the
borrower to the insured on each install-
ment payment date of an amount equal
to the annual insurance charge payable
by the insured to the Commissioner, di-
vided by the number of installment pay-
ment dates to elapse prior to the date
such charge is due and payable to the
Commissioner.

(4) Shall provide for such equal pay-
ments by the borrower to the insured
on each installment payment date as will
amortize the ground rents, if any, and
the estimated amount of all taxes, spe-
cial asessments, If any, and fire and
other hazard insurance premiums, with-
in a period ending I month prior to
the date on which same became delin-
quent. Such payments shall be held by
the insured in a manner satisfactory to
the Commissioner for the purpose of
paying such ground rents, taxes, assess-
ments, and Insurance premiums before
the same become delinquent for the ben-
efit and account of the borrower. The
mortgage shall also make provision for
adjustments in case the estimated
amount of such taxes, assessments, and
insurance premiums should prove to be
more or less than the actual amount
thereof so paid by the Insured.

(5) Shall contain a privilege of pre-
payment in full or in amounts equal to
one or more Installment payments on the
principal that are next due on the mort-
gage at any interest paymen date upon
30 days' prior notice and without prc-
mium or penalty.

(6) Shall provide that all Installment
payments to be made by the borrower to
the insured shall be added together and
the aggregate amount thereof shall be
applied to the following items In the
order set forth:

(i) Insurance charges due the Federal
Housing Commissioner.

(il) Ground rents, taxes, special as-
sessments, and fire and other hazard
insurance premiums.

(1) Interes. on the loan.
(iv) Amortization of the principal of

the loan.
(7) May provide for a late charge to

be paid by the borrower, not to exceed

2 centz for each dollar for each Install-
ment payment more than 15 days In
arrears. No late charge may be accrued
in excess of $5.00. The borrower must
be billed for the penaltles collected r
such, and evidence of such billings must
be In the file If claim is made under the
contract of Insurance.

(8) Shall contain a provision for ac-
celeration of maturity at the option of
the holder in the event of default.

(9) Shall not have a final maturity in
excess of 20 years and 5 calendar months.

(10) Shall provide for not more than
240 monthly payments which shall fall
due on the first day of a month and
unless the approval of the Commissioner
Is obtained, the first such payment shall
fall due not less than 6 days nor more
than 6 calendar months from .he date of
the mortgage, except as provided in sub-
paragraph (11) of this paragraph.

(11) In Instances In which the credit
application of the borrower Indicates
that not less than 51 percent of the In-
come of the borrower is derived directly
from the sale of agricultural crop3, com-
modities or livestock produced by him,
the mortgage may provide, In lieu of
monthly Installment, for substantlally
equal installment payments corrcsPond-
Ing to the income periods shown on the
credit application: Provided, 'howcvr',
That the first p3yment must be within
12 months of the date of the mortgago
and that at least one payment must be
made during each calendar year there-
after.

(b) Borrowers' payments. The bor-
rower must pay to the inurcd, upon the

'execution of the mortgage, a sum that
will be sufficient to pay premiums on fire
and other insurance required by the
insured pursuant to the terms of the
mortgage, and ground rents, if any csi-
mated taxes, special assessments, drain-
age, and irrigation charges applicable to
the period beginning on the date to
which such ground rents, taxnc, a=czs-
menta, and charges were last ppid and
ending on the date of the flrst periodic
payment under the mortgage. The bor-
rower, at such time, may also be required
to Pay a sum equal to the firt annul
insurance charge plus an amount equal
to one-twelfth of the annual insurance
charge multiplied by the number of
months to elapse from the date of the
closing of the loan to the date of the flrot
periodic payment, and if the mortmgoe
provides for payment of nterest in ad-
vance, interest to the due date of the
first periodic payment thereunder. The
Insured, may charge the borrower any
fees paid to the Administration and an
initial service charge in an amount sal-
flcient to reimburse the insured for the
cost of closing the transaction, Including
appraisal and construction Inspection
fees but in no case sh ll the amount of
such service charge be In excess of 2 per-
cent of the original principal amount of
the loan.

(c) Recording lees and title co ts. Xn
addition to the charges herenbeforo
mentioned the Insured may collect from
the borrower only recording fecs and
such costs of title search as are custom-
ary In the community.
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§ 202.7 EliMgle discount loans.
(a) A "discount" loan shall be secured

by collateral security in the form of a
duly recorded first mortgage, first deed of
trust or other similar instrument, which
is approved as to form by the Commis-
sioner and which constitutes a first lien
upon a fee simple or leasehold interest
n the land and buildings, appurte-

nances, and improvements thereon and:
(1) Shall not be in excess of $4,500

exclusive of financing charges to the
borrower.

(2) Shall not have a maturity in ex-
cess of 20 years and 5 calendar months.

(3) May provide for a maximum
financing charge to be paid by the bor-
rower for interest, discount, and fees of
all kinds, other than those referred to
in subparagraph (4) of this paragraph
and paragraphs (b) and (c) of this sec-
tion, in connection with the transaction
not in excess of an amount based on
tables of calculations issued by the Fed-
eral Housing Commissioner, and in-
tended to provide a financing charge
equivalent to that permitted by the reg-
ulations in this part as to interest-bear-
ing loans. The acceptance of a volun-
tary payment of one or more installments
prior to due date shall not be construed
as increasing the maximum permissible
financing charge as provided in this sub-
paragraph. However, if the entire loan
is paid In. advance, the insured shall
make a rebate of the entire unearned
financing charge.

(4) Shall provide for such equal
monthly payments by the borrower to
the insured institution as will amortize
the ground rents, If any, and the esti-
mated amount of all taxes, special as-
sessments, If any, and fire and other
hazard insurance premiums within a pe-
riod ending 1 month prior to the date
on which- same become delinquent. In
such event the note shall further pro-
vide that such payments shall be held by
the insured institution in a manner sat-
isfactory to the Commissioner for the
purpose of paying such ground rents,
taxes, assessments, and insurance pre-
miums before the same become delin-
quent for the benefit and account of the
borrower and shall also make provision
for adjustments In case the estimated
amount of such taxes, assessments, and
insurance premiums shall prove to be
more or less than the actual amount
thereof so paid by the borrower. If the
income of the borrower is derived from
t e sale of agricultural crops, commodi-
ties, or livestock, payments may be sea-
sonal as provided In subparagraph (7)
of this paragraph.

(5) May provide for a late charge, to
be paid by the maker, not to exceed two
cents for each dollar of each Installment
more than 15 days in arrears. In lieu of
late charges, notes may provide for in-
terest on past due installments at'a rate
not in excess of the contract rate in the
jurlsdicition in which the note Is drawn.
No late charge or interest on a past due
installment may be accrued in excess of
$5.00. The borrower must be billed for
the penalties collected as such, and evi-
dence of such billing must be in the file
if-claim is made under the contract of
insurance.

(6) May not provide without the ap-
proval of the Commissioner for a first
payment less than 6 days nor more than
6 calendar months from the date of the
note except as provided in subparagraph
(7) of this paragraph and in no case
shall provide for more than 240 pay-
ments.

(7) kay be made payable in install-
ments corresponding to the income pe-
riods shown on the credit application If
51 percent or more of the Income of the
borrower is derived directly from the
sale of agricultural crops, commodities,
or livestock produced by him. In such
cases, the first payment must be made
within 12 months of the date of the note
and at least one (1) payment must be
made during each calendar year there-
after and the proportion of total princl-
pal to be paid in later years must not ex-
ceed the proportion of total principal
payment in earlier years.

(8) Shall contain a provision for ac-
celeration of maturity, either automatic
or at the option of the holder, in the
event of default In the payment of any
Installment.

(b) In addition to the maximum per-
missible financing charge which may be
paid by the borrower In connection with
a Class 3 loan as provided in paragraph
(a) (3) of this section, the following al-
lowable costs or expenses If incurred by
the insured institutionin conection with
the transaction may be collected from
the borrdwer, provided such costs or ex-
penses are not paid from the net proceeds
advanced to the borrower:

(1) Recording fees.
(2) Title examination fees.
(3) Fire and other hazard Insurance

premiums.
(4) An initial service charge In an

amount suficlent to reimburse the n-
sured institution for the cost of closing
the transaction: Provided, That, no such
service charge shall exceed 2 percent
of the net proceeds of the loan.

(ce) The borrower may be required to
pay the insured institution upon the
closing of the loan a sum that will be
sufficient to pay the ground rents, If any,
and the estimated taxes, special assess-
ments, and fire and other hazard In-
surance premiums for the period begin-
ning on the date to which such ground
rent, taxes, assessments, and
premiums were last paid and ending on
the date of the first monthly payment
under the loan to be held by the insured
institution for the purpose of paying
such ground rents, taxes, assessments,
and Insurance premiums before the same
become delinquent for the benefit and
account of the borrower.
§ 202.8 Loan procedure.

(a) Property approval. Prior to be-
ginning construction and to the disburse-
ment of any portion of the proceeds of
the loan, the borrower shall submit to
the insured a description of the property
and such plans and specifications as the
insured may require in order for the In-
sured to certify to the Comisioner that
In Its opinion the site Is suitable for a
home and the proposed structure when
completed will not adversely affect sur-
rounding properties. Such property de-

cription, plans and specifications shall
remain a permanent part of the loan
Mie.

(b) AppraisaL Prior to beginning
construction and to the disbursement of
any portion of the proceeds of the loan,
the insured rll make an estimate of
the value of the property, assuming com-
pletion of the proposed improvements,
and determine that the requirements of
§ 202.3(b) will be complied with.

(c) Commissioner's approval on prop-
erties for sale or rent. Prior to bezin-
ning construction and to the disbinse-
ment of any portion of the proceeds of
the loan for any property which Is In-
tended for sale or rent, the Insured shall
submit to the Commissioner a request
for preliminary approval of the trans-
action on a form.prescribed by the Com-
missioner. The approval of the Com-
mls-zoner provided for In this section
shall not relieve the insured from com-
pliance with any regulation.

(d) Progress payments. Prior to dis-
bursng the proceeds of the loan or any
portion thereof to the borrower or to a
creditor for his account., the insured
shall satisfy itself that the value of the
work done and materials on site at the
time of any progress; paymenk, is equal
to at least 110 percent of such payment,
plus all such progrez, payments thereto-
fore made. The Insured shall not make
a disbur.ement or progress payment to
the borrower or to a creditor for his
account which would increase the total
amount disbursed to a sum In exces of
80 percent of the proceeds of the loan
until It has made a final inspection of
the property and has approved the work.
Whenever It appears to the satisfaction
of the insured that completion of the
work will be temporarily delayed due to
Inclement weather, nonavailability of
material, or other reason beyond the
control of the builder, It may disburse
the entire balance remaining of the loan
proceeds after deducing and retaining
therefrom one and one-half times the
amount deemed necessary to complete
the work. This retained balance shall
not be disbursed until after the work
has been Inspected and approved by the
Insured. Notwithstanding any other
provision of this section, pmat or all of
the proceeds of the loan may, at any
time after the execution of the mortgage
Instruments by the borrower, be placed
In escrow or in a special account for the
benefit of the borrower: Provided, That
disbursements therefrom shall be made
only at the time and under the condi-
tions as otherwise prescribed in this
section.

(e) Completion certifteate. Prior to
the final disbursement of the proceeds of
the loan, the insured hall obtain a com-
pletion certificate on a form prescribed
by the Commissioner which form shall
be=r the genuine signature of the bor-
rower certifying that the house is com-
blete and ready for occupancy and that
the work has been performed in com-
pliauce with the requirements of § 202.4.
If, after the loan i- made, an insured who
acted In good faith discovers any mate-
rial misstatements or misuse of the pro-
ceeds of the loan by the borrower, dealer,
or others, the eligibility of the note for
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insurance will not be affected. However,
the insured shall, in all cases where the
insured discovered a material misstate-
ment in the Credit Application, or misuse
of the funds, promptly report such a dis-
covery to the Commissioner. A separate
certificate shall be executed by the in-
sured certifying that it has made a final
inspection of the completed property and
that the statements contained In the
borrower's completion certificate are cor-
rect to the best of its knowledge and
belief and that in its opinion the prop-
erty improved is suitable as a residence
and does not adversely affect surround-
ing properties.

(f) Substitution of borrowers. In the
event that property covered by a loan is
sold to an eligible borrower who assumes
and agrees to pay the. debt and whose
credit is satisfactory to the insured, the
seller may be released by the insured
from his obligation upon notice thereof
to the Commissioner: Provided, That, If
the loan was secured by a first lien upon
a fee simple estate, the loan, after as-
sumption, shall be secured by a first lien
on a fee simple interest in the land and
building, appurtenances and improve-
ments thereon.

(g) Loan reports. Loan shall be re-
ported on the proper form to the Federal
Housing Administration at Washington,
D.C., within 31 days of the first dis-
bursement of any of the proceeds of the
loan or the date-upon which it was pur-
chased. Any loan refinanced in accord-
ance with § 202.9 shall be reported on
the proper form within 31 days from the
date of refinancing. In any case, the
Commissioner may in his discretion
accept a late report.
§ 202.9 Refinancing.

New obligations to liquidate loans pre-
viously reported for insurance pursuant
to Title I of the act made after
August 19, 1947. which may or may not
include an additional amount advanced
will be covered by insurance: Provided,
That:

(a) They meet the requirements of all
applicable regulations;

(b) They are reported to the Commis-
sioner on the proper form within 31
days from date of execution;

(c) They have a maturity not in ex-
cess of the maximum permitted under
the regulations in this part from the date
of the refinancing obligation, but not to
exceed 30 years from the date of the
original mortgage;

(d) If the refinanced obligation was
secured by a first lien upon a fee simple
estate, the new obligation shall be se-
cured by a first lien upon a fee simple
interest in the land and building, appur-
tenances and improvements thereon.
§ 202.10 Claims.

Claim for reimbursement for loss on a
qualified loan shall be made as provided
in this section.

(a) Default reports. If the borrower
fails to make any payment or to per-
form any other covenant or obligation
under the mortgage and such failure
continues for a period of 30 days, the
mortgage shall be considered in default

and the insured shall within 60 days
thereafter give notice in writing to the
Commissioner of such default, and sim-
ilar notices each 60 days until such de-
fault is cured and notice thereof is given
to the Commissioner.

(b) Foreclosure or acquisition. At
any time within 1 year from tlie date
of default the insured, at Its election,
shall either:

(1) Acquire by means other than
foreclosure of the mortgage, possession
of, and title to, the mortgaged prop-
erty; or

(2) Commerce foreclosure of the
mortgage: Provided, That if the laws of
the State in which the mortgaged prop-
erty is situated do not permit the com-
mencement of such foreclosure within
such period of time, the insured shall
commence such foreclosure within 60
days after the expiration of the time
during which such foreclosure is prohib-
ited by such laws.

(3) Nothing contained in this section
shall be construed so as to prevent the
insured, with the written consent of the
Commissioner, from taking action at a
later date than specified in this section.

(c) Reinstatement. If after default
and prior to the completion of fore-
closure proceedings the borrower shall
pay to the insured all monthly payments
in default and such expenses as the in-
sured shall have incurred in connection
with the foreclosure proceedings, no
claim for reimbursement under the Con-
tract of Insurance can be made and the
insurance shall continue as if such de-
fault had not occurred.

(d) Filing claim. If the default is not
cured as aforesaid, and if the insured
has otherwise complied with the pro-
visions of this section, it may at any
time within 7 months or such further
time as may be approved by the Com-
missioner, after acquiring title to and
possession of the mortgaged property,
tender to the Commissioner possession
thereof, and a deed containing a cove-
nant which warrants against the acts
of the insured and all claiming by,
through, or under it, conveying good
merchantable title to such property un-
damaged by fire, earthquake, flood,
or tornado. The Commissioner shall
promptly accept conveyance of such
property and, subject to § 202.12, make
payment of loss sustained by the insured
as follows:

(1) The net unpaid balance of ad-
vance actually made;

(2) Uncollected earned interest to the
date of default and interest at the rate
of 3 percent per annum from the date
of default to the date of the application
for reimbursement of loss sustained.

(3) An amount on account of the cost
of foreclosure or of acquiring the prop-
erty by other means actually paid by the
insured and approved by the Commis-
sioner not in excess of two-thirds of
such cost or seventy-five dollars, which-
ever is the greater.

(4) The amount of all payments which
have been made by the insured for taxes,
ground rents, special assessments, and
water rates which are liens prior to the

mortgage, and fire and hazard insurance
premiums.

Any amount received by the insured
from any source relating to the property
on account of rent or other income, after
deducting reasonable expenses in-
curred in handling the property, shall be
deducted from the sum of the foregoing.

(e) Evidence of title. Evidence of title
of the following types will be satisfactory
to the Commissioner:

(1) A fee or owner's policy of title In-
surance, a guaranty or guarantee of title,
or a certificate of title, Issued by a title
company, duly authorized by law and
qualified by experience to issue such; or

(2)-An abstract of title prepared by
an abstract company or individual en-
gaged in the business of preparing ab-
stracts of title and accompanied by a
legal opinion as to the quality of such
title signed by an attorney at law experi-
enced in examination of titles; or

(3) A Torrens or similar title certifi-
cate; or

(4) Evidence of title conforming to the
standards of a supervising branch of the
Government of the United States or of
any State or Territory thereof.

Such evidence of title shall be fur-
nished without cost to the Commissioner
and shall be executed as of a date to
include the recordation of the deed to
the Commissioner, and shall show that,
according to the public records, there
are not, at such date, any outstanding
prior liens, except for ground rents and
taxes not due and payable and special
assessments not in arrears. If the title
and title evidence are such as to be ac-
ceptable to prudent lending institutions
and leading attorneys generally in the
community in which the property is situ-
ated, such title and title evidence will be
satisfactory to the Commissioner and
will be considered by him as good and
merchantable.

(f) Waiver of title oblecions. The
Commissioner will not object to the title
by reason of the following matters, pro-
vided they are not such as to Impair the
value of the property for residence pur-
poses.

(1) Customary easements for public
utilities, party walls, driveways and other
purposes; customary building or use re-
strictions for breach of which there I
no reversion and which have not been
violated to a material extent;

(2) Such restrictions when coupled
with a reversionary clause, provided
there has been no violation prior to the
date of the deed to the Commissioner;

(3) Slight encroachments by adjoin-
Ing Improvements;

(4) Outstanding oil, water, or mineral
rights, which do not Impair the value of
the property for residence purposes, or
which are customarily waived by prudent
lending Institutions and leading attor-
neys generally in the community.

(g) Sale and claim for deflicency. In
lieu of the procedure provided for in
paragraphs (d) and e) of this section,
the Insured, after acquiring title to the
property as provided in this section, may
at its option and with the approval of
the Commissioner, sell the same in the
open market to a bona fide third party
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at any time within 6 months from the
date of such acquisition of the property,
or within such further time as may be
approved by the Commiss oner. The net
amount received at such sale, whether
in cash or deferred payments, shall be
credited on the obligation and claim may
be filed with the Commissioner for the
balance. Payment of loss sustained by
the insured shall be made as follows:
(1) The net unpaid balanct of the

advance actually made. In calculating
the net unpaid amount, the net sale
price must be included as a credit.

(2) Uncollected earned interest to the
date of default and interest at the rate
of 3 percent per annum from the date of
default to the date of the application
for reimbursement of loss sustained.

(3) An amount on account of the cost
of foreclosure or of acquiring the prop-
erty by other means actually paid by
the Insured and approved by the Com-
missioner not In excess of two-thirds
of such cost or seventy-five dollars,
whichever is the greater.

(4) The amount of all payments
which have been made by -the insured
for taxes, ground rents, special assess-
ments, water rates which are liens prior
to the mortgage, fire and hazard insur-
ance premiums, and cost of maintenance
and repair of the property. (Claim for
the cost of maintenance and repair shal
not exceed 10 percent of the net unpaid
balance of the advance actually made
unless prior approval of the Commis-
sioner has been obtained.) Any amount
received by the insured from any source
relating to the- property on account of
rent or other income shall be deducted
from the sum of the items referred to in
this parxagaph.
§ 202.11 InsurAnce charge.
(a) Rate. The insured shall pay to

the Administration an annual insurance
charge equal to one-half of 1 percent of
the original principal amount of any
loans reported for Insurance.
(b) When payable. The first snnual

insurance charge so calculated shall be
paid by check or draft to the order of
the Federal Housing Administration
within 25 days after the date the Ad-
ministration acknowledies receipt to the
insured of the report of any such loan
and the next and each succeeding an-
nual insurance charge shall be paid In
advance upon the anniversary of the

'first day of the month following the date
of the mortgage until the loan is paid in
full or claim is filed with the Commis-
sioner under the Contract of Insurance.
(c) Mortgages paid in full. In the

event the loan is paid in full prior to ma-
turity or is foreclosed or the possession
of and title to the property is otherwise
acquired by the insured, the insured
shall within 30 days thereafter notify
the Commissioner of the date of prepay-
ment, foreclosure, or acqu sition, after
which its obligation to pay future annual
insurance charges in connection there-
with shall cease but Witshall not be en-
titled to a refund of any portion of an
annual insurance charge previously paid
or a reduction in the amount of any in-
surance charge, which fell due prior to
such prepayment, foreclosure, or acquisi-
tion of the property.

(d) Reftnancing. When the proceeds
of any loan are used to liquidate a loan
previously reported for Insurance, there
shall be deducted from the amount of
the insurance charge payable the frst
year the pro rata share of the annual
Insurance charge paid on the original
obligation.

(e) Transfer of mortgages. An In-
sured who purchases a mortgage previ-
ously reported for insurance shall pay
each succeeding annual insurance
charge as provided In pararaph (b) of
this section. Any adJustment of the In-
surance charge paid in advance by the
seller shall be made between the pur-
chaser and the seller.

f) Payment of insurance charge.
Subject to the other provisions of the
regulations In this part, the insurance
granted under Title I of the National
Housing Act, as amended, shall be effec-
tive with respect to any loan from the
date of the report thereof to the Com-
missioner: Provided, That the insurance
charge with respect to such loan Is paid
as required by this section.
§ 202.12 Insurance reserve.

(a) Legal limit. Subject to the limi-
tation on the total liability which may be
outstanding at any time as stipulated In
section 2 of Title I of the act, the Com-
missioner, in accordance with § 202.10
(d) and (g), will reimburse any Insured
for losses sustained by it up to a total
aggregate amount equal to 10 percent
of the total amount advanced on all
eligible loans made by it on and after
July 1, 1947, and prior to March 1, 1950,
and reported for insurance during the
time Its contract of insurance is in force.

(b) General insurance reserve. There
shall be established for each insured a
general insurance reserve equal to 10
percent of the aggregate amount ad-
vanced on all loans originated by it on
and after July 1, 1947, and prior to
March 1,1950, pursuant to the provisions
of both this part and Part 201 of this
chapter.

(c) Transfer of loans reported for
insurance. The insured shall not assign
or otherwise transfer any loan reported
for insurance to a transferee not holding
a Contract of Insurance under Title I
of the National Housing Act: Provided,
That nothing contained in this para-
graph shall be construed to prevent the
pledging of such loans as collateral se-
curity under a trust agreement, or other-
wise, in connection with a bona fide loan
transaction.

(d) Transfer of insurance reserve.
Insurance reserve of mfore than $5,000
shall not be transferred to or from the
reserve account of any Insured during
any fiscal year (July 1 through June 30)
without the prior approval of the Com-
missioner. Except in cases involving the
transfer of loans sold with recourse or
under a guaranty, guarantee, or repur-
chase agreement, the reports required by
§ 202.8 shall be submitted, indicating the
intent of the parties with respect to the
transfer of the insurance rezerve and
unless the approval of the Commissioner
is obtained, the insurance reserve shall
be transferred as follows:

(1) In cases involving the transfer of-
notes purchased without recourse, guar-

anty, guarantee, or repurchase agree-
ment, provided no Instalent payment
Is past due more than 1 calendar month
at the time of purchase, the Insurance
reserve shall be transferred to the gen-
eral Insurance reserve of the Durchas-Ig
institution on the basis of 10 percent of
the actual purchase price or net unpaid
original advance, whichever is the lesser.

(2) In cases involving the transfer of
note3 sold with recourse or under a guar-
anty. guarantee, or repurchase agree-
ment; no insurance reserve will be trans-
ferred and no reports will be required.

Ce) FHA recovery shall not affect re-
scrvre. Amounts which may be salvaged
by the Commls1;stoner with respect to a
loan in connection with which an In-
sred has been reimburred under its can-
tract of Insurance shall not be added to
the insurance reserve remaining to the
credit of such insured.

(f) Conversion of mortgages. If at
any time a Class 3 loan previously re-
ported for insurance Is converted into an
Insured mortgage under the provisions of
another title of the act, upon report of
the conversion to the CommiLioner,
there shall be deducted from the insur-
ance reserve outstanding to the credit of
the insured an amount equal to 10 per-
cent of the net unpaid principal of
the loan as of the date of the con-
version.
§ 202.13 Administrative reports and ex-

amination.
The Commlssioner, in his discretion,

may at any time or from time to time
call for a report from any Institution on
the delinquency status of the obligations
held by such Institution and reported
for insurance, or call for such reports
as he may deem to be necesary in con-
nectlon with the regulations In this part,
or he or his authorized representative
may Inspect the books or accounts of
the lending institution as they pertain
to the loans reported for insurance.

PART 202a-TITLE I MORTGAGE
INSURANCE

Subpart A--EIt gLb!ly Reqrilments
S [R-erved]

Subpart B-Conird Rishis and
OBlT~alons

Ecc.
-D23.I Incorporation by reference.
-r0ia.25 Duo date of lil UP.
Z2a..cO Adju3cnt of nitial 1W.
2',C35 Amount of -nnuk? AnP.
20"=372T0 Pro rata. adju.tment of LUF upon.

prepsyment.
202 275 ZM.turlty of debnturea.

AuvTnu r: The prov-.ons of this Part
202a Lsued under rae. 2. 43 Stat. 1216. as
amendcd; Sc. 8C4 Stat. 48, nz amnded;
12 U.S.O. 1703,1705c.

Subpart A-Eligibillty Requirements
[Reserved]

Subpart B-Contract Rights and
Obligations

§ 202a.251 Incorporation by reference.
(a) All of the provisions of Subpart B,

Part 203 of this chapter coverin- mort-
ages Insured under section 203 of the

act apply to mort-ages covering Individ-
ual home3 ln connection with Title I
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mortgage insurance under title I, section
8 of the act, except:
Sec.
203.266 Due date of initial MIP.
203.268 Adjustment of Initial MI.
203.269 Pro rata payment of initial MIP.
203.275 Amount of annual MIP.
203.276 Due date of annual MW.
203.278 Pro rata payment of annual MIP.
203.406 Maturity of debentures.
203.420 Nature of Mutual Mortgage Insur-

ance Fund.
203.421 Allocation of Mutual Mortgage In-

surance Fund income or loss.
203.422 Right and liability under Mutual

Mortgage Insurance Fund.
203.423 Distribution of distributive shares.
203.424 Maximum amount of distributive

shares.
203.425 Finality of determination.
203.498 Applicability to outstanding mort-

gages and commitments.
203.499 Effective date.

(b) For the purposes of this subpart,
all references in Part 203 of this chapter
to section 203 of the act shall be con-
strued to refer to title I, section 8 of the
act, and all references to the Mutual
Mortgage Insurance Fund shall be con-
strued to refer to the General Insurance
Fund.

§ 202a.255 -Due date of initial MIP.

The Initial MIP shall be paid on the
date on which the insurance becomes
effective by endorsement.

§ 202a.260 Adjustment of initial IMP.
Regardless of whether the period cov-

ered by the MP is more or less than 1
year, a payment shall be made to the
Commissioner on account of the Initial
MIP which payment shall be in an
amount e~lual to one-half percent of the
average outstanding principal obligation
for the first year of amortization under
the mortgage. If such payment is less
than the minimum premium or more
than the maximum premium prescribed
by the act, the initial MEP shall be in
such minimum amount and the amount
of the second premium shall be adjusted
accordingly. If such payment is within
the limitations prescribed by the act, no
adjustment shall be made and the
amount of the payment shall be retained
by the Commissioner as the initial MMP.

§ 202a.265 Amount of annual 3113P.
After payment of the initial MIP and

until the mortgage is paid in full or until
an application for insurance benefits Is
received by the Commissioner or until
the contract Is otherwise terminated with
the consent of the Commissioner, the
mortgagee shall continue to pay annual
MI? to the Commissioner. Annual MI?
shall be paid on the anniversary date of
the beginning of amortization. t shall
be paid in an amount equal to one-half
percent of the average outstanding
principal obligation for the 12-month pe-
riod following the date on which the
premium becomes payable.
§ 202a.270 Pro rata adjustment of DIP

upon prepayment.
Upon prepayment of the mortgage in

full prior to maturity, the Commissioner
shall refund to the mortgagee for the ac-
count of the mortgagor an amount equal
to the pro rata portion of the current
MI? theretofore paid which is applicable

to the portion of the year subsequent to
such payment, computed from the first
day of the month following the month in
which such prepayment occurs. No such
refund shall be made in any case where
the prepayment occurs in the twelfth
month of the premium year.
§ 202a.275 Maturity of debentures.

Debentures shall mature 3 years after
the first day of July following the ma-
turity date of the mortgage.

PART 203-MUTUAL MORTGAGE IN-
SURANCE AND INSURED HOME
IMPROVEMENT LOANS

Subpart A-Eligibility Requjremonts
APPRoVAL o' MoRTG Afs

Sec.
203.1 Governmental institutions approved

as mortgagees.
203.2 Federal Reserve members, other in-

stitutions.
203.3 Charitable or nonprofit Institutions.
203.4 Approval of other institutions.
203.6 Approval of fiduciary investments.
203.7 Withdrawal of approval.
203.8 Financial statements.
203.9 Mortgage servicing.

APPLXCATION AND COU..zrsrz=v
203.10 Submission of application.
203.11 Form of application.
203.12 Application and commitment ex-

tension fees.
203.13 Approval of application.
203.14 Builders warranty.
203.15 Certification of appraisal amount.
203.16 Certificate and contract regarding

use of dwelling for transient or
hotel purposes.

ELIGIUX MORTaEs
203.17 Mortgage provisions.
203.18 Maximum mortgage amounts.
203.19 Mortgagor's minimum investment.
203.20 Max]mum interest rate.
203.21 Amortization provisions.
203.22 Payment of insurance premiums or

charges; prepayment premiun.
203.23 Mortgagor's payments to include

other charges.
203.24 Application of payments.
203.25 Late charge.
203.26 Mortgagor's payments when mort-

gage is executed.
203.27 Maximum charges, fees or dis-

counts.
203.28 Economic soundness of projects.
203.29 Eligible mortgages in Alaska, Guam,

or Hawaii.
203.30 Certificate of nondiscrimination by

mortgagor.
203.31 Owner-occupancy in military serv-

ice cases.
Er araLz MoaTGAcoas

203.32 Mortgage lien.
203.33 Relationship of income to mortgage

payments.
203.34 Credit standing.
203.36 Certificate and contract regarding

use of dwelling for transient or
hotel purposes.

ELwmrL Pnop=Tm
203.37 Nature of title to realty.
203.38 Location of dwelling.
203.39 Standards for buildings.
203.40 Location of property.
203.42 Rental properties.
203.43 Eligibility of miscellaneous type

mortgages.
203.43a Eligibility of mortgages covering

housing in certain neighborhood.
203.43b Eligibility of mortgages covering

housing intended for seasonal
occupancy.

OpnN-rND ADVAucra

Sec.
203.44 Eligibility of open-end advancCO.

lusuan Ho=s Isxvnovr nmrz LoAxin

203.50 Definitions.
203.51 Eligible lenders.
203.52 Withdrawal of approval.
203.53 Financial statements.
203.64 Loan servicing.
203.55 Form of application.
203.60 Application and commitment e-

tension fes.
203.61 Issuance of commitment.
203.62 Note and security form.
203.63 Disbursement of proceeds.
203.64. Loan multiples.
203.65 Loan payments.
203.70 Maturity of loan.
203.71 Loan amortization period.
203.72 Beginning of payments.
203.73 Maximum loan amounts,
.203.74, Maximum interest rate.
203.75 Amortization provisions.
203.80 Payment of Insurance premiumn or

charges.
203.81 Application of payments.
203.82 Use of proceeds.
203.83 Nature of borrower's ownership.

,203.80 Credit atanding.
203.90 Relationship of incomo to loan

payments.
203.91 Certification as to outstanding In-

debtednezz relating to the prop-
erty.

203.92 Certificate of nondiscrimination by
borrower.

203.93 Certificate and contract regarding
use of dwelling for transient or
hotel purpos.

203.94 Acceptable risk.
203.95 Owner-occupanoy in military sorv-

Ice cases.
203.100 Charges and fees to lender from

borrower.
203.101 Report and approval of chargeo nnd

fees.
203.102 Late charge.

Enmcrvn DA=

203.249 Effect of amendments.

Subpart B--Contract Rights and Obilleatlon

203.251 Deinitlons.

EMonsna== AND CoTELAcr ov IXNurHAZ~IC

203.255 Insurance of mortgage.
203.256 Insurance of open-end advance,
203.257 Contract created by Mortgage Ink-

surenco Certificate or by on-
dorsoemont.

MorTOAGAn Iisonaicn Pnnsxx ---Iu G==UL

203.260 Method of payment of MIP.
203.261 Calculation of MIP.

IrriAr MonraAar IsN==cs Ps nxuts

203.265 Amount of initIal IMP.
203.266 Due date of initial MW.
203.267 Period covered by initial MW.,
203.268 AdJustment of initial MIP.
203.269 Pro rata payment of Initial MIP.

ANUAL MonToAao INunWIM:ci Pa =u%

203.275 Amount of annual MW.
203.276 Due date of annual MIP.
203.277 Duration of ennual LP.
203.278 Pro rata payment of annual MIP.

ADjusrTn MoraAamn I sunAscr Pn= =rZx
203.285 Computation of adjusted premium,
203.280 Maximum adjusted MW.
203.287 Prepayments excepted from ad4

Justed premium ohargo.

VOLUMARY TnsAxn T;O O=a01
203.295 Voluntary termination of Insurance.
203.296 Computation of voluntary termina-

tion charge.
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Sec.
203297 Maximum voluntary termination

charge
203.298 Exception from voluntary termina-

tion charge.

OrzN-EsW INSURANCE CHAR=E

203.305 Open-end advance subject to open-
end charge.

203.306 Method of payment of open-end
charge.

203.207 Calculation, amount, and due date
of open-end charge.

203.308 Duration of open-end charge.
203.309 Pro rata payment of open-end

charge.

TkR1MTXON OF INSURANCE CONTRACT

203.315 Termination by conveyance to other
than Commissioner.

203316 Termination by prepayment of
mortgage.

203.317 Termination by voluntary agree-
ment.

203.318 Notice of termination by mortgagee.
203.319 Pro rata payment of premiums and

charges.
203.320 Notice and date of termlnatfoh by

Commissioner.
203.321 Effect of termination.

DEFAULT UNDER MORTGAGE

203.330 Definition of default.
203.331 Date of default.
203.332 Notice of default.
203.333 Reinstatement of defaulted mort-

gage.

SrzaAL FORBEARANcE RL

20340 Conditions of special forbearance
relief.

203.341 Reimbursement for uncollected in-
terest.

203.342 Recasting of mortgage.
FORBEARANCE RELn. FOR MsrArr PrasoxNmL

203.345 Postponement of principal pay-
ments-mortgagors in military
service.

203.346 Postponement of foreclosure-
mortgagors In military service.

AsslraN r o MoRTGAGz

203.350 Assignment of defaulted mort-
gage-in general.

203.350a Time for assigning defaulted
S mortgage.

203.351 Application for insurance benefits
and fiscal data.

203.352 Title evidence upon assignment.
203.353 Certification by mortgagee.

.Lam PBOCEDVRX

203.355 Acquisition of property.
203.356 Notice of foreclosure.
203.357 Deed In lieu of foreclosure.
203.358 Direct conveyance of property.
203.359 Time of conveyance to Commis-

sioner.
203.360 Notice of property transfer and ap-

plicaton, for Insurance benefits.
203.361 Acceptance of property by Con-

missioner.
203.362 Conditions for withdrawal of appli-

cation for insurance benefits.
203.363 Reconveyance for noncompliance

with regulations.
203.364 Mortgagee's liability for property

expenditures.
203.365. Documents and information to be

furnished Commissioner.
203.366 Conveyance of marketable title.
203.367 Contents of deed and supporting

documents.

CONDITON or PROPERTY

203.375 Property condition.
203.376 [Reserved]
203.377 [Reserved]
203.378 [Reserved]

sec.
203.379 Adjustment for fire, flood, earth-

quake or tornado damage.
203.380 Certificate of property condition.
203.381 Occupancy of property.
203.382 Cancellatlon of ardinsurance.

Paoperzr T:TE TkAwsims AND TIT WAXrms
203.385 Types of catisfactory title evi-

dence.
203.386 Coverage of title evidenco.
203.387 Acceptability of customary title

evidence.
203.389 Waived title objections.
203390 Walver of title--mortgages or prop-

erty formerly hold by the Secre-
tary.

203.391 Title objection waiver with reduced
insurance beneflt.

PAYLIENT OF INSURANCE B.zrEs

203.400 Method of payment.
203.401 Amount of payment--conveyed

properties.
203.402 Items Included In payment--con-

voyed properties.
203.403 Items deducted from payment-

conveycd propertic.
203.404 Amount of payment-asIgned

mortgages.
203.405 Debenture interest rate.
203.408 Maturity of debentures.
203.407 RegIstratlon of debentures.
203.408 Denomination of debentures.
203.409 Redemption of debentures.
203.410 Issue date of debentures.
203.411 Cash adjustment.

CErrn= T-r or C-

203.415 Delivery of certificato of claim.
203.416 Amount and Items of certificate of

claim.
203.417 Rate of interest of certificate of

clain.
Lorm MORTGAGE INSURANCE U FND AN DX3-

203.420 Nature of Mutual Mortgage Insur-
once Fund.

203.421 Allocation of Mutual Mortgage In-
surance Fund Income or lo=.

203.422 Right and liability under Mutual
Mortgage Insurance Fund.

203.423 Distribution of distributive ahares.
203.424 Mmum amount of dstrlbutlvc

shares.
203.425 Finality of determination.
203.426 Inapplicability to housing In older

declining urban areas.

SALE, AsSIGcNMEN AND PLmGE or IrmsuzzoMoav c

203.430 Sale of Interests In Insured mort-
gages.

203.431 Sale of Insured mortgage to ap-
proved mortgagee.

203.432 Effect of sale of Insured mortgage.
203.433 Assignments, pledges and transfers

by approved mortgagee.
203.434 Declaration of trust.
203.435 Transfers of partial Interests.

IN==~ NoarE ILIPROVEMMNT LOANS

203.440 Definitions.
203.441 Insurance of loan.
203.442 Contract created by Insurance

Certificate or by endorcement.
203.443 Method of payment of Insurance

premim.
203.444 CalculatIon of isranco premium.
203.446 Amount of Initial insurance pre-

mium.
203.447 Due date of Initial insurance pre-

mium.
203.448 Period covered by Initial Insurance

premium.
203.449 Adjustment of initial insurance

premium.

203.451 Pro rata payment of Initial insur-
nce premium.

203.452 Amount of annual insurance pre-min.
203.453 Due date of annual insuiance

premium.
203.454 Duration of annual insurance

premium.
203.450 Pro rata payment of annual nsur-

ance premium.
203.457 Voluntary termination of contract.
203.453 Termination by prepayment of oan.
203.4A59 Notice of termination by lender.
203.4G2 Pro rata payment of premiumn be-

fore termination.
203.483 Notice and data of termination by

Commizoloner.
203A.4 Effect of termination.
203.40 Definition of default.
203.467 Data of default.
203A8 Notice of default.
203.489 Reinstatement of defaulted loan.
203.471 Conditions of special forbearance.
203.472 Rellef for borrower in military

carvIce.
203.473 Election of action.
203A74 Maximum claim perlod.
203.476 Claim application and Items to be

flied.
203.477 Certificate by lender when loan

=signed.
203.478 Payment of inmurance benefits.
203.479 Debenture nte t rate.
203A81 Maturity of debentures.
203A2 ReZlstratfon of debentures.
203A3 Denomination of debentures.
203AS4 Redemptlon of debenture,
203.40 Isue date of debentures.
203.487 Cas'h adjustment.
203.488 Sale of interests In insured loans.
203.489 Sale of insured loan to approved

lender.
203.491 Effect of sale of Insured loan.
203.492 A.-Ignments, pledges and trans-

fers by approved lender.
203.493 Declaration of trust
203.490 ..Transfer of partial interests.

Ex=.=sosr ow Thaz

203.495 Actions to be taken by mortgagee
orlender.

203.493 Effect of amendments.

Aurucrrr: The provisions of this Part 203
Lssued under sees. 203. 211. 52 Stat 10, as
amended. 23; 12 U.S.C. 1709, 1716b, unless
otherwio noted. 6-

Subpart A-Eligibility Requirements

APPIovAL or MoRTGA S

§ 203.1 Governmental institutions ap-
proved as mortgagees.

The following Institutions are hereby
approved as mortgagees under section
203 of the National Housing Act:

(a) National Mortgage Associations;
(b) Federal Reserve Banks;
(c) Federal Home Loan Banks; and
(d) Any other Federal, State, or mu-

nicipal governmental agency that is or
may hereafter be empowered to hold
mortgages insured under Title Ir of the
National Housing Act as security or as
collateral or for any other purpose.

§ 203.2 Federal Reserve members, other
institutions.

Members of the Federal Reserve Sys-
tem, Institutions whose accounts are In-
sured by the Federal Savings & Loan In-
surance Corporation and Institutions
whose deposits are Insured by the Federal
Deposit Insurance Corporation may be
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approved as mortgagees upon applica-
tion.
§ 203.3 Charitable or nonprofit institu-

tions.
Any charitable or nonprofit organiza-

tion, including a pension fund or trust,
which presents evidence that It Is re-
sponsible, has permanent funds of not
less than $100,000, and has experience
in investment,. may be approved upon
application.
§ 203.4, Approval of other instimtions.

(a) General requirements. Any mort-
gagee not Identified in §§ 203.1 to 203.3
may be approved as a mortgagee, if it is
a chartered Institution; or is a perma-
nent organization having succession; or
is a trust. Any such mortgagee shal
have sound capital funds properly pro-
portioned to its liabilities and to the
character and extent of its operation,
and meet the requirements of either
paragraph (b), c) or d) of this section.

(b) Special requirements applicable to
supervised institutions. A mortgagee
approved as a supervised institution
shall meet these requirements:

(1) The mortgagee shall be subject to
the Inspection and supervision of a gov-
ernmental agency which is required by
law to make periodic examinations o2
the mortgagee's books and accounts.

(2) The mortgagee shall submit satis-
factory-evidence of certain sound capital
funds or, If it is a mutual company or
association without capital funds, It shall
show that it has a specified net worth.
The required amount of capital funds
or net worth shall be determined in the
following manner:

(1) With respect to a mortgagee whose
application was filed and approved on or
before March 1, 1962, capital funds or
net worth of a value of not less than
$25,000.

(11) With respect to a mortgagee
whose application for approval was filed
on or before March 1, 1962, but not ap-
proved until subsequent to such date,
capital funds or net worth of a value of
not less than $25,000, provided that such
amount shall be Increased to a value of
not less than $100,000 on or before De-
cember 31, 1962.

(il) With respect to a mortgagee filing
an application for approvalsubsequent
to March 1, 1962, capital funds or net
worth of a value of notless than $100,000.

(c) Special *requirements-nonsuper-
vised institutions. A mortgagee not sub-
ject to inspection and supervision of a
governmental agency as provided in the
preceding paragraph shall have as its
principal activity the lending or invest-
ment of funds under its own control in
real estate mortgages; shall have sound
capital funds of a value of not less than
$100,000; shall submit a detailed audit
report of its books made by an independ-
ent accountant satisfactory to the Com-
missioner, reflecting a condition satis-
factory to him; shall file with the Com-
missioner similar annual audits within 75
days of .the close of its fiscal year so long
as its approval as mortgagee continues;
shall submit at any time to such exam-
ination of its books and affairs as the
Commissioner may require; and shall

RULES ANID REGULATIONS

comply with any other conditions that
the Commissioner may impose. Prior to
the approval of any such mortgagee, it
shall submit an agreement in writing:

() (Reserved]
(2) That, except with the prior ap-

proval of the Commissioner, it will seg-
regate escrow commitment deposits,
work completion deposits, and all pe-
riodic payments under mortgages in-
sured by the Commissioner, received by
it on account of ground rents, taxes,
assessments, and insurance premiums,
and will deposit such funds in a special
account or accounts with a financial
institution whose accounts are insured
by the Federal Deposit Insurance Corpo-
iation or by the Federal Savings and
Loan Insurance Corporation and shall
use such funds for no purpose other
than that for which they were received.

d) Special requirements-loan cor-
respondent mortgagees. Requirments
for approval as a loan correspondent
mortgagee are identical with those for
approval of nonsupervised mortgagees,
except as follows:

(1) It may be approved with sound
capital funds (net worth) of not less
than $5,000;

(2) It shall be an authorized loan cor-
respondent of, and Its approval requested
by, an approved mortgagee under gov-
ernmental supervision, which is invest-
ing in insured mortgages for Its own
portfolio and whose past and future in-
vestment commitments are such as to
assure the Commissioner enough busi-
ness will be originated to enable the cor-
respondent to successfully maintain Its
servicing accounts;

(3) It shall originate or purchase in-
sured loans for sale only to its sponsor or
sponsors;

(4) It, and Its sponsor or sponsors
shall agree to noify the Commissioner
promptly upon termination of the loan
correspondent agreement;

(5) Termination of the relationship
with sponsor or sponsora will be cause
for withdrawal of the loan correspondent
mortgagee approval.

(e) Special requirements-nvesting
mortgagees. (1) An organization not
subject to the inspection and supervision
of a government agency as provided in
paragraph (b) of this section may be ap-
proved as an investing mortgagee.

(2) To be approved as an investing
mortg-ageo, an organization shall estab-
lish to the satisfaction of the Commis-
sioner that it meets the following
requirements:

(i) It has experience in making invest-
ments in mortgages.

(it) It has a supply of capital funds
sufficient to support a projected invest-
ment of $1 million in real estate
mortgages.

(iI) It has a sound financial condi-
tion.

(3) As a condition for receiving ap-
proval, an investing mortgagee shall
agree as follows:

(i) To obtain insured mortgages, not
by origination, but only by purchase from
other investing mortgagees or from
mortgagees authorized by the Commis-
sioner to originate mortgages.

(Cl) To arrange with mortgageeg which
are approved pursuant to § 203.1, 5 203.2,
or paragraph (b) or () of this section
to service all mortgagez acquired by the
investing mortgagee and to hold all
escrow funds collected In connection
therewith.

(iII) To submit to the Commissioner
annual independent audit reporto of Ito
financial condition within 75 days of the
close of its fiscal year so long as It Is an
approved investing mortgagee.

(iv) To submit at any time to such
examination, as the Secretary may re-
quire, of that portion of its bool and
affairs relating to its mortgage invest-
ment activities.

(v) To comply with such other re-
quirements as the Commisioner may
impose.
§203.6 Approval of fiduciary invszt.

nienLs,
(a) Approval as a mortgagee of r,

banking institution or trust company
which is subject to tho insTpcction and
supervision of a governmental agenoy,
shall be deemed to constitute approval of
such institution or company when law-
fully acting in a fiduciary capacity In
investlng fiduciary funds which are
under Its Individual or joint control,
Upon termination of such fiduciary re-
lationship, whether by revocation or
otherwise, any Insured mortgages held
in the fiduciary estate shall be trans-
ferred to a mortgagee approved under
this section and the fiduciary relation-
ship must be such as to permit such
transfer.
§ 203.7 Withdrawal of approval.

(a) Approval of a mortgagee may be
withdrawn at any time by notice from
the Commissioner, by reason of:

(1) The transfer of an insured mort-
gage to a nonapproved mortgagee, ex-
cept pursuant to C 203.433 or 203.435 of
this part.

(2) The failure of a nonsupervlctl
mortgagee to segregate all escrow fund3
received from mortgagors on account og
ground rents, taxes, aczezomento and In-
surance premiums, and to deposit such
funds to a special account or account
with a financial institution whose ac-
counts are Insured by the Federal
Deposit Insurance Corporation or by tho
Federal Savings and Loan Insurneo
Corporation;

(3) The use of ezcrow funds for any
purpose other than that for which they
were received;

(4) The failure of a non-supervised
mortgagee to conduct Its bu.Ine:.s in nc-
cordance with the plan Indicated by It
application for approval;

(5) The termination of a mortgagee's
supervision by a governmental agency;

(Sa) The failure of a nonsupervised
mortgagee or an investing mortgagee to
submit the required annual audit report
of its financial condition within 75 days
of the'close of Its fiscal year or suoh
longer period as the Commissioner may
determine.

(6) Such other reason as the Com-
missioner determines to be Justifled.
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(b) Withdrawal of a mortgagee's ap-
proval shall not affect the insurance on
mortgages accepted for Insurance.
(Sec. 207, 52 Stat. 16, as amended; 12 U.S.C.
1713).
§ 203.8 Financial statements.

All approved mortgagees shall at any
time upon request furnish the Commis-
sioner with a copy of their latest pe-
riodic financial statement or report.
§ 203.9 Mortgage servicing.

All approved mortgagees are required
to service Insured loans In accordance
with acceptable mortgage practices of
prudent lending institutions. In the
event of default, the mortgagee should
be able to contact the mortgagor and
otherwise exercise diligence in collecting
the amounts due. The holder of the
mortgage is responsible to the Commis-
sioner for proper servicing, even though
the actual servicing may be performed
by an agent of such holder.

APPLICATION AND COMMITMENT

§ 203.10 Submission of application.
Any approved mortgagee may submit

an application for insurance of a mort-
gage about to be executed, or of a mort-
gage already executed.
§ 203.11 Form of application.

The application must be made upon
a standard form prescribed by the Com-
missioner.
§ 203.12 Application and commitment

extension fees.
(a) Application fee. (1) Amount of

fee. The mortgagee shall pay an appli-
cation fee to cover the cost of processing.
The fee shall be as follows:

(i) $40 for an application Involving
existing construction.

(ii) $50 for an application involving
proposed construction.

S(lii) $10 for an application Involving
a mortgage of the character described
in § 203.43 (b) (3) and (4).

(iv) $10 for an application processed
under the Certified Agency Program.

(v) $15 for an application filed on or
after July 1, 1969, which involves prop-
erty, which respect to which the Veterans
Administration has issued a Certificate
of Reasonable Value, if the mortgagee
submits with the application evidence,
satisfactory to the Commissioner, that
such Certificate is outstanding and has
not expired.

(2) Time of fee payment. The appli-
cation fee shall be due and payable by
the -mortgagee upon receipt from the
FHA of a monthly statement covering
the related transactions.

(3) Credit for fee Previously charged.
A credit may be allowed the mortgagee
for an application fee previously charged
uiider such conditions as the Commis-
sioner prescribes.

(4) Feg not required. A mortgagee
shall not be required to pay an applica-
tion fee where:

(D The application is not accepted
for processing; or

(iD The application is made on behalf
of a veteran for the insurance of a

mortgage to refinance an existing Insured
mortgage which is in default by reason of
his military service, if the Commissioner
finds that the charging of such fee
would be inequitable under the circum-
stances of the transaction. For the pur-
poses of this subdivision the word "vet-
eran" shall mean a person who has
served In the active military or naval
service of the United States at any time
on or after September 16, 1940, and prior
to July 26, 1947, or on or after June 27,
1950, and prior to February 1, 1955; or

(iii) The application is in connection
with the insurance of a mortgage to
finance the purchase of Commlssioner-
held property.

(b) Commitment extension fec-()
Amount of fee. The mortgagee sbaf
pay a commitment extension fee for ex-
tending an outstanding commitment or
for reopening and extending an expired
commitment within two months after
such expiration. The fee shall be as
follows:

() $25 where the commitment in-
volves existing construction or proposed
construction.

(it) $10 where the commitment In-
volves a mortgage of the character de-
scribed In § 203.43(b) (3) and (4).

(2) Time of fee ayment. The com-
mitment extension fee shall be due and
payable by the mortgagee upon receipt
from the FHA of a monthly statement
covering the related transactions.

(3) Credit for fee previously chargez
A credit may be allowed the mortgagee
for a commitment extension fee pre-
viously charged under such conditions
as the Commissioner prescribes.

(4) Fee not required. A mortgagee
shall not be required to pay a commit-
ment extension fee where:

(1) The commitment to be extended
or reopened is in connection with an ap-
plication made on behalf of a veteran
under circumstances set forth In para-
graph (a) (4) W) of this section; or

(l) The commitment Is In connection
with the Insurance of a mortgage to fi-
nance the puichase of Commissioner-
held property.
(Sec. 234, 75 Stat. 160; 12 U.S.C. 1715y)

§ 203.13 Approval of application.
Upon approval of an application, ac-

ceptance of the mortgage for insurance
will be evidenced by the Issuance of a
commitment setting forth, upon a form
prescribed by the Commissioner, thc
terms and conditions upon which the
mortgage will be Insured.
§ 203.14 Builders warranty.

With respect to commitments issued
on or after October 1, 1954, application
relating to proposed construction must
be accompanied byan agreement In form
satisfactory to the Commissioner exe-
cuted by the seller or builder or such
other person as the Commisoner may
require agreeing that in the event of any
sale or conveyance of the dwelling within
a period of one year beginning with the
date of initial occupancy, the seller,
builder, or such other person will at the
time of such sale or conveyance deliver
to the purchaser or owner of such prop-

ertY a warranty In form satisfactory to
the Commisioner warranting that the
dwelling Is constructed In substantial
conformity with the plans and specifi-
cations (including amendments thereof
or changes and variations therein which
have been approved In writing by the
Commisioner) on which the Commis-
sioner has b;sed his valuation of the
dwellina. Such agreement must provide
that upon the sale or conveyance of the
dwelling and delivery of the warranty,
the seller, builder or such other person
Will promptly furnish the Commissioner
with a conformed copy of the warranty
establishing by the purchases receipt
thereon that the original warranty has
been delivered to the purchaser in ac-
cordance with this section.
§203.15 Certification of appraisal

amount.

An application with respect to in-
surance of mortgages on one- or two-
family dwellings must be accompanied
by an agreement satisfactory to the
Commissioner, executed by the seller,
builder or such other person as may be
required by the Commissioner whereby
such person agrees that prior to any
sale of the dwelling the said person will
deliver to the purchaser of such prop-
erty a written statement in form satis-
factory to the Commissioner setting
forth the amount of the appraised value
of the property as determined by the
Commisioner.
§ 203.16 Certificate and contract regard-

ing use of dwelling for transient or
hotel purposes.

Every application filed with respect
to insurance of mortgages on a two-,
three-, or four-family dwelling, or a
single-family dwelling which is one of
a group of 5 or more single-family
dwellings held by the same mortgagor,
must be accompanied by a contract in
form satisfactory to the Commissioner,
signed by the proposed mortgagor cove-
nanting and agreeing that so long as the
proposed mortgage is insured by the
CommLssioner the mortgagor will not
rent the housing or any part thereof
covered by the mortgage for transient or
hotel purposes, together with the mort-
gagor's certification under oath that the
housing or any part thereof covered by
the proposed mortgage will not be rented
for transient or hotel purposes. For the
purpose of this subchapter rental for
transient or hotel purposes shall mean
(a) rental for any period less than 30
days or (b) any rental if the occupants
of the housing accommodations are pro-
vided customary hotel services such as
room service for food and beverages,
maid service, furnishing and laundering
of linen, and bellboy service.

EizrnGr= MoacAcs
§ 203.17 Mortgage provisions.

(a) Mortgage form. The mortgage
shall be executed upon a form approved
by the CommLssioner for use in the Juris-
diction In which the property covered
by the mortgage is situated and shall be
a first lien upon property that conforms
with property standards prescribed by
the Commissioner. The entire principel
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amount of the mortgage must have been
disbursed to the mortgagor or to his
creditors for his account and with his
consent.

(b) Mortgage multiples. The mortgage
shall involve a principal obligation in
multiples of $50.

(c) Payments. The mortgage shall:
(1) Come due on the first of the month.
(2) Have an amortization period of

either 10, 15, 20, 25, 30, or 35 years by
providing for either 120, 180, 240, 300, 360,
or 420 monthly amortization payments.

(3) Provide for payments to principal
and interest to begin not later than the
first day of the month following 60 days
from the date the mortgagee's certificate
on the commitment was executed.

(d) Maturity. (1) The mortgage shall
have a maturity as set forth in subpara-
graph (2) or (3) of this paragraph,
whichever is the lesser.

(2) The mortgage shall have a matu-
rity not in excess of three-quarters of the
remaining economic life of the building
Improvements.

(3) The mortgage shall have a term
of not less than 10 nor more than:

(i) Thirty years from the date of the
beginning of amortization; or

(ii) Thirty-five years from the date of
the beginning of amortization if the
following requirements are met:

(a) The mortgagor is an owner occu-
pant of 'the property and is not able, as
determined by the Commissioner, to
make the required payments under a
mortgage having a shorter amortization
period;

(b) The dwelling was approved for
mortgage insurance by the Commissioner
prior to the beginning of construction or
approved for guaranty, insurance or di-
rect loan by the Administrator of Veter-
ans Affairs prior to such construction;
and

(c) The dwelling was inspected by the
FHA and found to have been completed
in compliance with the terms of the PEA
commitment, or Inspected by the VA and
found to have been completed In com-
pliance with the terms of the VA Cer-
tificate of Reasonable Value.
§ 203.18 la:zimum mortgage amounts.

(a) Occupant mortgagors. A mort-
gage executed by a mortgagor who Is an
occupant of the property shall not ex-
ceed the lesser of the amounts in sub-
paragraphs (1) and (2) or (1) and (3)
of this paragraph as follows:

(1) Dollar limitation. A dollar limita-
tion of:

(i) $33,000 for a one-family residence.
(i) $35,750 for a two-family residence.
(ill) $35,750 for a three-family

residence.
(iv) $41,250 for a four-family

residence.
(2) Loan - to - value Zimitation-ap-

proval prior to construction. If the
mortgage covers a dwelling approved for
mortgage insurance (or for guaranty, in-
surance, or a direct loan by the Admin-
istrator of Veterans Affairs) prior to the
beginning of construction or a dwelling
which was completed more than 1 year
preceding the date of the application for
mortgage insurance, the sum of the fol-
lowing percentages of the Commission-

er's appraised value of the property, as
of the date the mortgage is accepted for
insurance:

() 97 percent of the first 15,000 of
such value (100 percent of $15,000 of such
value or the sum of such value not in ex-
cess of $15,000 and the items of prepaid
expense approved by the Commissioner
minus $200, whichever appraisal amount
or sum s the lesser, in the case of a
mortgagor qualifying as a veteran).

(ID 90 percent of such value in excess
of $15,000, but not in excess of $25,000.

(ii) 80 percent (85 percent in the case
of a mortgagor qualifying as a veteran)
of such value in excess of $25,000.

(3) Loan-to-value limitation--no
prior approval. A loan-to-value limita-
tion of 90 percent of $25,000 of' the ap-
praised value of the property, as of the
date the mortgage is accepted for in-
surance, and 80 percent (85 percent in
the case of a mortgagor qualifying as a
veteran) of such value in excess of
$25,000, if the dwelling does not meet
the requirements in the introductory text
of subparagraph (2) of this paragraph.
' (b) Veteran qualifications. The spe-
cial veteran terms provided in paragraph-
(a) of this section shall only be appli-
cable to a mortgage covering a single
family dwelling executed by. a mortgagor
who submits to the Commissioner one
of the following certifications:

(1) A Certificate of Veteran Status
from the Veterans Administration estab-
lishing that he has served 90 days or
more on active duty in the armed forces
(U.S. Army, Navy, Marine Corps, Air
Force, Coast Guard, the Army Reserve,
the Naval Reserve, the M1arine Corps Re-
serve, the Air Force Reserve, the Coast
Guard Reserve, the National Guard of
the United States and the Air National
Guard of the United States) of the
United States and was discharged or re-
leased therefrom under conditions other
than dishonorable.

(2) A certificate Issued by the Secre-
tary of Defense establishing that the
mortgagor performed extra hazardous
service while serving in the armed forces
for a period of less than 90 days.

(c) Nonoccupant mortgagors. A
mortgage executed by a mortgagor who
Is not the occupant of the property shall
not exceed:

(1) 85 percent of any amount com-
puted under paragraph (a) of this sec-
tion; or

(2) The full amount computed under
paragraph (a) of this section if the
mortgage covers a one- or two-family
residence and the Commissioner is fur-
nished with certificates indicating that:

(i) [Reservedl
(ii) The mortgagor will not rent (ex-

cept for a rental term of not less than
30 days and not more than 60 days), sell
(except where the insured mortgage Is
paid in full as an incident of the sale),
or occupy the property prior to the 18th
amortization payment of the mortgage
except with the prior written approval
of the Commissioner;

(iII) Not less than 15 percent of the
original principal amount of the mort-
gage proceeds has been deposited In an
escrow, trust, or special account;

(iv) The mortgagor agrcc that, If
the property Is not sold prior to tho duo
date of the 18th amortization payment
of the mortgage to a purchaser accepta-
ble to the Commissioner who will occupy
the property, assume, and agreo to pay
the mortgage Indebtedness, the amount
held in escrow, trust, or special account
will be applied In reduction of the out-
standing principal amount of the mort-
gage as of the due date of the 18th
amortization payment of the mortgage;

(v) [Reserved]
(vi) The mortgagce agrees that amy

portion of the fund held In escrow, trust,
or special account, not applied to the
mortgage in accordance with the pro-
visions of this paragraph, shall be de-
ducted from the amount of debentures
to which the mortgagee would otherwise
be entitled If a claim for debenturcs Is
filed.

(d) Outlying area properties. A
mortgage covering a single-family resi-
dence located in an area where the Com-
missioner finds It i- not practicable to
obtain conformity with many ef the re-
quirements essential to insurance of
mortgages In built up urban areas, or
to be used as a farm home on a plot of
land, five or more acres In size, adjacent
td a public highway, shall not exceed:

(1) $16,200.
(2) 97 percent of the appraied Value

of the property as of the date tho mort-
gage Is accepted for Insurance, If:

(i) The dwelling was approved for In-
surance by the Commlssioner prior to
the beginning of construction, or

(i) Construction was completed more
than one year preceding the date of the
application for insurance; or

(III) The dwelling was approved for
guaranty, insurance, or direut loan by
the Administrator of Veterana Afire
prior to the beginning of construction.

(3) 90 percent of the appraised value
of the property as of the date the mort-
gage is accepted for insurance In the
case of all properties not mceting tho
requirements of subparagraph (2) of
this paragraph; and

(4) 85 percent of the appraised value
of the property if the mortgagor to not
an occupant thereof.

(e) Disaster victims. A mortgage cov-
ering a single-family dwelling, in an
amount not in excess of $14,400 or the
appraised value of the property as of
the date the mortgage Is accepted for
insurance, whichever Is the lesser, shall
be eligible for insurance if:

(1) The mortgage is executed by a
mortgagor who will occupy the dwelling;

(2) The mortgagor establivhsc that
the home which he proviously occupied
as owner or tenant was destroyed or
damaged to such an extent thaot rceon-
struction or replacement is required a
a rezzult of it flood, fire, earthquake, storm
or other catastrophe which the President
has determined to be a major dlzastor:
and

(3) The application for insurance la
filed within one year from the date of
such Presidential determination, or
within such additional period of time
as the period of Federal asslsstance with
respect to such disaster may be ex-
tended.
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(f) Seasonal homes. A mortgage cover-
ing a family residence designed for sea-
sonal (rather than year-round) occu-
pancy shall involve a principal obliga-
tion not in excess of $18,000, and not in
excess of 75 percent of the appraised
value of the property.
§ 203.19 Mortgagor 's minimum invest-

mento

(a) At the time the mortgage is in-
sured, the mortgagor shall have paid in
cash or its equivalent the following min-
imum amount:

(1) In all cases (except those involving
a veteran meeting the requirements of
§203.18(a)(3)), the minimum invest-
ment shall be at least 3 percent of the
Commissioner's estimate of the cost of
acquisition or such- larger amount as
the Commissioner may determine.

(2) In a case involving a veteran meet-
ing the requirements'of § 203.18(a) (3).
the minimum Investment shall be $200
which may include settlement costs, ini-
tial payments for taxes, hazardinsurance
premiums, mortgage insurance premi-
ums, and other prepaid expenses as ap-
proved by the Commissioner.

(b) A mortgagor who is 60 years of age
or older, as of the date the mortgage Is
accepted for insurance, or whose mort-
gage meets the requirements of and is
to be Insured pursuant to § 203.18(d), or
who Is purchasing a single-family home
under a low income housing demonstra-
tion project which is being assisted by the
Secretary of Housing and Urban Devel-
opment pursuant to section 207 of the
Housing Act of 1961, may obtain a loan
to meet the payment required by para-
graph (a) of this section and to pay
settlement costs. Such loan shall be from
a corporation or person satisfactory to
-the Commissioner. The settlement costs
paid with the loan may include initial
payments for taxes, hazard insurance
premium, mortgage insurance premium,
and other prepaid expenses, as deter-
mined by the Commissioner. As security
for the loan, the mortgagor may give a
note or other evidence of-indebtedness
bearing interest at a rate not in excess
of that permitted in the insured mort-
gage. The aggregate amount of the in-
sured mortgage and the loan referred to
in this section shall not exceed an
amount equal to the Commissioner's esti-
mate of the appraised value of the
property, plus an amount equal to the
initial payments for taxes, hazard In-
surance premium, mortgage insurance
premium, and other prepaid expenses,
as determined by the Commissioner.

(c) In a case involving the insurance
of a mortgage on a seasonal home, the
minimum investment shall be at least 25
percent of the appraised value of the
property.
§ 203.20 Laximum interest rate.

(a) The mortgage shall bear interest
at the rate agreed upon by the mort-
gagee and the mortgagor, which rate
shall not exceed 7 percent, except that
where an application for commitment
was received by the Secretary before
February 18, 1971, the mortgage may
bear interest at the maximum rate in

effect at the time of receipt of the
application.

(b) Interest shal be payable In
monthly installments on the principal
amount of the mortgage outstanding on
the due date of each installment.
§ 20321 -Amortization. provislons.

The mortgage must contain complete
amortization provisions satisfactory to
the Commissioner, requiring monthly
payments by the mortgagor not In excess
of his reasonable ability to pay as deter-
mined by the Commissioner. The sum
of the principal and interest payments In
each month shall be substantially the
same.
8203.22 Payment of insurance pre-

miums or charges; prepayment pro.
miuns.

(a) The mortgage may provide for
monthly payments by the mortgagor
to the mortgasee of an amount equal
to one-twelfth of the annual mortgage
Insurance premium payable by the
mortgagee to the Commissioner. If the
mortgage contains a provision permitting
the holder to make future "open-end"
advances or is amended or modified to
include such a provision, the mortgage
may provide for a monthly payment by
the mortgagor of an amount equal to
one-twelfth of the annual charge, pay-
able by the mortongee to the Commis-
sioner for insurance of such advances.
Such payments shall continue only to
long as the contract of insurance shall
remain in effect,

(b) The mortgage should provide that
upon the payment of the mortgage be-

-fore maturlty, the mortgagor chall pay
the adjusted premium charge referred
to in this subehapter, but shall not pro-
vide for the payment of any further
charge on account of such prepayment.
§ 203.23 Mortgagor's payments to in-

clude other chargm
(a) The mortmge shall provide for

such equal monthly payments by the
mortgagor to the mortgagee as will
amortize the ground rents, if any, and
the estimated amount of all taxes, spe-
cial assessments, If any, and fire and
other hazard insurance premiums, with-
in a period ending one month prior to
the dates on which the aame become de-
linquent. The mortgage rhall further
provide that such payments shall be held
by the mortgagee in a. manner satirac-
tory to the Comm1rtoner, for the pur-
pose of paying such ground rents, taxes,
assessments and insurance premiums
before the same become delinquent, for
the benefit and account of the mort-
gagor. The mortgage must also make
provision for adjustments in case the
estimated amount of such taxes, naszs-
ments, and Insurance premium shall
prove to be more, or les, than the actual
amount thereof so paid by the mortgagor.

(b) Mortgages involving a principal
obligation not in excess of $9,000 may
contain a provision requiring the mort-
gagor to pay to the mortgagee an annual
service charge at such rate as may be
agreed upon between the mortgagee and
the mortgagor, but in no case shall such

servica charge exceed one-half of one
percent per annum. Any such servIce
charge shall be payable in monthly in-
stallments on the principal then ou-
standing. The provisions of this para-
graph shall not apply to mortgage3
endorsed for Insurance pursu=t to ap-
plications received by the Commissioner
on or after July 17, 1961.
§ 203.24 Application of paymen.

(a) All monthly payments to be made
by the mortgagor to the mortgagee shall
be added together and the aggregate
amount thereof shall be paid by the
mortgagor each month In a single pay-
ment. The mortgagee shall apply the
same to the following Items in the ordar
set forth:

(I) Premium chargbe under the con-
tract of insurance, Including insurance
charges for open-end advances;

(2) Ground rents, taxes, special as-
ses:ments, and fire and other h~.
Insurance premriums;

(3) Interest on the mortgage; and
(4) Amortization of the principal of

the mortgage.
(b) Any deficiency In the amount of

any such aggregate monthly payment
shall, unlezs made goad by the mortgagor
prior to, or on, the due date of the next
such payment, constitute an event; of
default under the mortgage.
§ 203.25 rate charge.

The mortgage may provide for the col-
lection by the mortgagee of a late charge,
not to exceed 2 cents for each dollar of
each payment more than 15 days in ar-
rears, to cover the extr expense involved
In handling delinquent payments. Late
charges shall be separately charged to
and collected from the mortgagor and
shall not be deducted from any aggre-
gate monthly payment.
§203.26 Mortgagor's payments when

mortgage is xecnted.
The mortgagor must pay to the mort-

gagee, upon the execution of the mort-
gage, a sum that will be sufllcient to pay
the ground rEnts, if any, and the esU-
mated taxes, special -seszmentq, and
fire and other haard Insurance pre-
miums for the period beginning on the
date to which such ground rent;s, taxes
aszezements, and Insurance premiums
were last paid and ending on the date of
the first monthly payment under the
mortgage plus an amount sufficient to
pay the mortgage Insurance premium
from the date of closing the loan to the
date of the first monthly payment.
§ 203.27 Uaximum charges, fees or

counts.
(a) The mortgagee may collect from

the mortgagor the following charges, fees
or discounts:

(1) The application fees provided for
in this part.

(2) A chae to compensate the mort-
cag e for expens s incurred in originat-
Ing and cloing the loan, the charge not
to exceed:
() $20 or 1 prcent of the origial

principal amount of the mortgage,
whichever Is the greater; or
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(11) $50 or 21/2 percent of the original
principal amount of the mortgage,
whichever Is the greater, with respect to
mortgages on property under construc-
tion or to be constructed where the mort-
gagee makes partial disbursements and
inspections of the property during the
progress of construction.

(Ill) If the mortgage involves repair
or rehabilitation, and the mortgagee
meets the conditions of subdivision (i)
of this subparagraph relating to dis-
bursements and inspections, the charge
prescribed in subdivision (]I) of this sub-
paragraph may be collected In connec-
tion with that portion of the mortgage
applied to such repair or rehabilitation.
The charge with respect to any part of
the mortgage not applied to repair or
rehabilitation, or any part of the mort-
gage so applied which does not meet the
conditions of subdivision (it) of this sub-
paragraph relating to disbursements and
Inspections, shall be limited to that pro-
vided In subdivision (t) of this subpara-
graph.

(3) Reasonable and customary
amounts for any of the following Items:

(i) Recording fees and recording
taxes or other charges incident to re-
cordation;

(11) Credit Report;
(ill) Survey, if required by mortgagee

or mortgagor:
(Uv) Title examination; title insur-

ance, if any;
(v) Such other reasonable and cus-

tomary charges or fees as may be author-
ized by the Commissioner.

(4) Reasonable and customary charges
In the nature of discounts if the mort-
gagor is:

(1) A builder constructing houses for
sale who executes the mortgage In his
own name;

(I) Constructing a dwelling for his
own occupancy; or

(III) Refinancing an existing indebted-
ness secured by the property owned by
the mortgagor.I(iv) Purchasing the property from a
governmental agency or municipal cor-
poration which is precluded by statute
from paying the discount.

(v) A builder or realtor who is pur-
chasing a dwelling from an owner-
occupant.

(b) [Reserved]
(c) [Reserved]
(d) Prior to insurance of any mort-

gage, the mortgagee shall furnish to the
Commissioner a signed statement in
form satisfactory to the Commissioner,
listing any charge, fee or discount col-
lected by the mortgagee from the mort-
gagor. The Commissioner's endorse-
ment of the mortgage for Insurance shall
constitute approval of the listed charges,
fees or discounts.

(e) Nothing in this section will be
construed as prohibiting the mortgagor
from dealing through a broker who does
not represent the mortgagee, if he pre-
fers to do so, and paying such compen-
sation as is satisfactory to the mortgagor
In order to obtain mortgage financing.
§ 203.28 Economic soundness of proj-

ects.

The mortgage must be executed with
respect to a project which, in the opinion

of the Commissioner, is economically
sound, except that this section shall not
apply in each of the following instances:

(a) To a mortgage of the character
described in § 203.18(d) and with respect
to such a mortgage, the Commissioner
shall determine that the mortgage is
an acceptable risk giving consideration
to the need for providing adequate hous-
ing for families of low and moderate in-
come, particularly in suburban and out-
lying areas or small communities.

(b) To a mortgage of the character
described in § 203.18(e).

(c) To a mortgage of the character
described in § 203.43a.

(d) To a mortgage of the character
described in § 203.43b.
§ 203.29 Eligible mortgages in Alaska,

Guam, or Hawaii.
(a) If the Commissioner finds that

because of high costs in Alaska, Guam
or Hawaii It is not feasible to construct
dwellings without the sacrifice of sound
standards of construction, design, and
livability within the limitations of maxi-
mum mortgage amounts provided In this
subpart the principal obligation of mort-
gages may be increased in such amounts
as may be necessary to compensate for
such costs, but not to exceed, in any
event, the maximum including high cost
area increases, if any, otherwise appli-
cable by more than one-half thereof.

(b) If the Alaska Housing Authority
or the Government of Guam or Hawaii
or any agency or instrumentality thereof
is the mortgagor or mortgagee, or if the
mortgagor Is regulated or restricted as to
rents or sales, charges, capital structure,
rate of return, and methods of operation
to such an extent and In such manner as
the Commissioner determines advisable
to provide reasonable rental and sales
prices and a reasonable return on the
investment, any mortgage otherwise eli-
gible for insurance under this subpart,
may be insured without regard to any
requirement that the mortgagor:

(1) Be the owner and occupant of the
property;

(2) Has paid on account of the prop-
erty a prescribed percentage of the ap-
praised value of the property; or

(3) Certify that the mortgaged prop-
erty be-free and clear of all liens other
than the mortgage-offered for insurance
and that there will not be any other un-
paid obligations contracted in connec-
tion with the mortgage transaction or
the purchase of the mortgaged property.

(c) The provisions of § 203.28 requir-
Ing economic soundness shall not be ap-
plicable to mortgages covering property
located in Alaska or in Guam or in
Hawaii, but the Commissioner shall find
that the property or project is an ac-
ceptable risk giving consideration to the
acute housing shortage in Alaska or in
Guam or in Hawaii.
§ 203.30 Certificate of nondiscrimina.

tion bypmortgagor.
The mortgagor shall certify to the

Commissioner as to each of the following
points:

(a) That neither he, nor anyone au-
thorized to act for him, will refuse to sell
or rent, after the making of a bona fide
offer, or refuse to negotiate for the sale

or rental of, or otherwise make unavail-
able or deny the dwelling or property
covered by the mortgage to any person
because of race, color, religion, or na-
tional origin.

(b) That any restrictive covenant on
such property relating to race, color, reli-
gion, or national origin Is recognized as
being illegal and void and Is hereby
specifically disclaimed.

(c) That civil action for preventative
relief may be brought by the Attorney
General in any appropriate U.S. Dis-
trict Court against any person responsi-
ble for a violation of this certification.
§203.31 Owner-occupancy in military

service cases.
Any mortgage otherwise eligible for

Insurance under any of the provisions of
this part may be insured without regard
to any requirement contained In this part
that the mortgagor be the occupant of
the property at the time of Insurance,
where the Commissioner is satisfied that
the Inability of the mortgagor to occupy
the property is by reason of his entry into
military service subsequent to the filing
of an application for insurance and the
mortgagor expresses an intent (in such
form as may be prescribed by the Com-
missioner), to occupy the prqperty upon
his discharge from military service.

ELIGIBLr. MORTGAGORS
§ 203.32 Mortgage lien.

A mortgagor must establish that after
the mortgage offered for Insurance has
been recorded, the mortgaged property
will be free and clearof all liens other
than such mortgage and that there will
not be outstanding any other unpaid
obligation contracted in connection with
the mortgage transaction or the purchase
of the mortgaged property, except obliga-
tions which are secured by property or
collateral owned by the mortgagor In-
dependently of the mortgaged property,
§203.33 Relationshlp of Incomo to

mortgage payments.
A mortgagor must establish that the

periodic payments required In the mort-
gage submitted for insurance bear a
proper relation to his present and antici-
pated income and expenses.
§ 203.34 Credit standing.

A mortgagor must have a general
credit standing satisfactory to the Com-
missioner.
§203.36 Certificate and contract re-

garding use of dwelling for tranilent
or hotel purposes.

A mortgagor under a mortgage cover-
ing two-, three-, or four-family dwell-
ings, or a single-family dwelling which
is one of a group of 5 or more single-
family dwellings held by the same
mortgagor, must certify under oath
that until the mortgage has been paid In
full, or the contract of insurance other-
wise terminated, the mortgagor will not
rent, permit the rental or permit the
offering for rental of the housing, or any
part thereof, covered by such mortgage,
for transient or hotel purposes. The
mortgagor shall further execute a con-
tract with the Commissioner providing
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that so long as the said mortgage Is in-
sured he will not rent such housing, or
any part thereof, for transient or hotel
purposes as such purposes are defined in
§203.16.

ELIGIBLE PROPEBSIES

§ 203.37 Nature of title to realty.
A mortgage to be eligible for insurance

must be on real estate held in fee simple,
or on leasehold under a lease for not less
than 99 years which Is renewable, or un-
der a lease withaperiod of not less than
50 years to run from the date the mort-
gage is executed.

§ 203.38 Location of dwelling.
At the time a mortgage is insured there

must be located on the mortgaged prop-
erty a dwelling unit designed principally
for residential use for not more than four
families. Such unit may be connected
with other dwellings by a party wall or
otherwise.
§ 203.39 Standards for buildings.

The buildings on the mortgaged prop-
erty must conform with the standards
prescribed by the Conmssioner.
§ 203.40 Location of property.

The mortgaged property, if otherwise
acceptable to the Commissioner, may be
located in any community where the
housing standards meet the requrements
of the Commissioner.
§ 203.42 Rental properties.

(a) A mortgage on property upon
which there is a dwelling to be rented
by the mortgagor shall not be eligible for"
insurance if said property is a part of, or
adjacent or contiguous to a project, sub-
division or group of similar rental prop-
erties which involve twelve or more
dwelling units if the mortgagor has any
financial interest in said properties:
Provided, That with respect to applica-
tions received by the Commissioner on or
after August 31. 1955, the number of
dwelling units referred to in this para-
graph shall be reduced to eight.

(b) No two-, three-, or four-family
dwelling nor single-family dwelling, if
It is a part of a group of five or more
single-family dwellings held by the same
mortgagor or any part or unit thereof,
shall be rented or offered for rent for
transient or hotel purposes, as defined in
§ 203.16, so long as such dwelling is sub-
ject to any insured mortgage.
§ 203.43 Eligibility of miscellaneous

type mortgages.
(a) A mortgage which meets the re-

quirements of this subpart, except as
modified by this section, shali be eligible
for insurance under this subpart subject
to compliance with the additional re-
quirements of this section.

(b) The mortgage may be accepted
for insurance if.-

(1) Executed in cohnectlon with the
sale by the Government, or any agency
or official thereof, of any housing ac-
quired or constructed under Public
Law 849, Seventy-sixth Congress, as
amended; Public Law 781, Seventy-sixth
Congress, as amended; or Public Laws 9,

73 or 353, Seventy-sevcnth Congress, as
amended (including any property ac-
quired, held or constructed in connection
with such housing or to rve, the Inhab-
itants thereof) ; or

(2) Executed in connection with the
sale by the Public Housing Administra-
tion, or by any public housing agency
with the approval of the said Adminis-
tration, or any housing (including any
property acquired, held or constructed in
connection with such housing or to sae
the Inhabitants thereof) owned or fl-
nanclally assisted pursuant to the provi-
slons ol Public Law 671, Seventy-sixth
Congress; or

(3) Executed in connection with the
sale by the Government, or any agency
or ofacial thereof, or any of the so-called
Greenbelt towns, or parts thereof, in-
cluding projects, or parts thereof, kmown
as Greenhills, Ohio; Greenbelt, Mary-
land; and Greendale, Wisconsin, devel-
oped under the Emergency Relief Appro-
priation Act of 1935; or of any of the
village properties or employee's housing
under the jurisdiction of the Tennesse
Valley Authority; or of any housing un-
der the Jurisdiction of the Department
of the Interior located within the town
area of Coulee Dam, Washington, ac-
quired by the United States for the con-
struction, operation, and maintenance of
Grand Coulee Dam and Its appurtenant
works or of any permanent housing un-
der the jurisdiction of the Department of
the Interior constructed under the Boul-
der Canyon Project Act of December 21,
1928, as amended and supplemented, lo-
cated within the Boulder City municlpal
area; or

(4) Executed in connection with the
sale by the Government, or any agency
or official thereof, of any housing (in-
cluding any property acquired, held, or
constructed in connection therewith or
to serve the Inhabitants thereof) pursu-
ant to the Atomic Energy Community
Act of 1956, as amended: Protqid, Tha ,
such Insurance shall be issued without
regard to any pieferences or priorities
except there preseribed by the National
Housing Act or the Atomic Energy Com-
munity Act of 1955. as amended; or

(5) Executed in connection with the
sale by a State or municipalit, or an
agency, instrumentality, or political sub-
division of either, of a project consisting
ofanypermanent housing (including any
property acquired, -held or constructed
in connection therewith or to serve the
inhabitants thereof), constructcd by or
on behalf of such State, municipality
agency, Instrumentality or political sub-
division, for the occupancy of veterans
(as defined n § 203.12) their famiies
and others: Provided, That the principal
obligation of a mortgage referrcd to in
this subparagraph shall not exceed 90
percent of the appraised value of the
mortgaged property; or

(6) Executed n connection with the
first resale, within two years from the
date'of Its acquisition from the Govern-
ment, of any portion of a project or
property of the character described In
subparagraphs (1), (2), (3), and (4)
of this paragraph; or

(7)-Given to refinance an eisting
mort gae which Is insid under the actt.
The amount of the refinancing mortgage
shall not exceed the original principal
amount of the existing mortgage It
shnll have a maturity limited to the un-
expired term of the existing mort.g-ae

(c)-U) [Rezerved]
(g) The provi ions of §203.2V r'n11

not apply to mortgages insured undar
this section.

(h) The provilons of § 203.33 shall
not apply to mortgages of the charzcter
dezribed in paragrph (b) of this sec-
tion and at the time any such mortgage
is Insured there must be lecated on the
mortgaged property a dwelling unit
de:igned principally for residential use
for not more than eight families.

(I) Me(rerved]
) NotwithstandIng the provisions of

§ 203.12(a), in connection vth mort-
gagez on properties located within the
Boulder City municipal areas as provided
in subparagraph (3) and mortgages of
the charncter dec-ribed in subparagraph
(4) of paragraph (b), applications for
commItments shal be accompanied by
the mortagee's check for the sum of
$10 to cover the cost of processing by the
Commissionar. If an application Is re-
fused as a re--ulWt of preliminary examina-
tion by the Commkz~oner, or in ruch
other instanca3 as the Commislonermay
determine, the entire fee wil be returned
to the applicant.

(Ws The Commirioner may Insure
under this part, vthout regard to any
limitation upon eligibility contained In
this subpart, any mortgage acsigned to
him in connection with payment under a
contract of mortgage insurance, or e.-
ecuted In connection with a sale by him
of any property acquired in the settle-
ment of an insurance clim under any
section or title of the Act.
§2 03.43a Eligibility- of mortgages co-

ering housing in certain neighbor-
hoods.

(a) A mortgage financing the repair,
rehabilitation, construction, or purchzse
of property located in an older decli-
Ing urban urea shall be eligible for In-
surance under this subpart sublect to
compliance with the additional requlra-
ments of this cecton

(b) Themorgage v met the
requirements of this subpart, excpt. smach
requirements as are Judged to be not
applicable on the bas of the fol1wing
determinations to ba made by the
Commissioner:

(1) That the conditions of the area-
in which the property Is located pre-
vent the application of certain, eligibitf
requirements of this subpart.

(2) That the area is reasonably vi'e,
and there Is a need in the area for ad-
quate housing for familife of low and
moderate Income.

(3) That the mortgage to be Insured
I- an acceptable rls!.

c) Mortgages complying with the re-
quirements of this section shal be in-
sured under this subpart pursuant ti
section 223(e) of the National Housing
Act. Such mortgage shall be insured un-
der and be the obligation of the SpeiaI
RlP- Insurance Fund.
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§ 203.43b Eligibility of mortgages cov-
ering houing intended for seasonal
occupancy. -

(a) A mortgage covering a family res-
idence designed for seasonal (rather than
year-round) occupancy shall be eligible
for insurance if the following additional
requirements are met:

(1) The mortgage shall cover a single-
family dwelling, approved for insurance
prior to the beginning of construction,
which is to be occupied by the mortgagor.

(2) The dwelling shall meet such mini-
mum standards as the Secretary may
prescribe for dwellings for seasonal use.

(3) The dwelling shall be located in an
area where the Secretary finds it is not
practicable to obtain conformity with
standards prescribed for mortgage in-
surance in urban areas.

(4) The mortgage shall be an accept-
able Tisk, giving consideration to the eco-
nomic potential of the area in which the
dwelling is located and the contribution
that the housing will make to the area.

(5) The mortgage shall cover a dwell-
ing on property that is being developed
in a manner consistent with the conser-
vation of the natural resources of the
area in which the property is located.

. (b) The Secretary may suspend the
issuance of commitments for mortgage
insurance under this section for such
areas as he may designate if he makes
the following determinations:

(1) There is a serious and unusual
shortage of mortgage funds for residen-
tial construction in the designated area.

(2) Insurance of mortgages on prop-
erties intended for seasonal occupancy
would materially and adversely affect the
availability of mortgage funds for resi-
dential construction in the designated
area.

(3) Such suspension would not have
an adverse effect on the balanced
economic development of the designated
area.

OPEN-END ADvANCEs

§203.44 Eligibility of open-end ad-
vanceo.

Any approved mortgagee may make
advances, referred to in this subpart
as "open-end" advances, in connection
with the mortgages previously insured
under this subchapter or insured after
the effective date of this subpart, subject
to compliance with the requirements of
this section.

(a) The proceeds of any open-end ad-
vance must be used for the purpose of
improvements or repairs which in the
Commissioner's discretion substantially
protect or Improve the basic livability or
utility of the property involved. The
proceeds of such advances shall not be
used for the purpose of financing obli-
gations previously incurred for such re-
pairs or improvements.

(b) The mortgagee shall submit an
application for insurance of open-end
advances upon a standard form pre-
scribed by the Commissioner.

(c) Applications filed must be accom-
panied by the mortgagee's remittance
for the sum of $10 for processing of the
application If an application is refused
as a result of preliminary examination

by the Commissioner or in such other
Instances as the Commissioner may de-
termine the entire fee Will be returned
to the applicant. A commitment ex-
tension fee of $10 shall be remitted by
the mortgagee with A request for ex-
tending an outstanding commitment or
for reopening and extending an expired
commitment within two months after
such expiration.

(d) In addition to the application fee
required by paragraph (c) of this sec-
tion, the mortgagee may charge the
mortgagor a fee not to exceed $25 or 1
percent of the open-end advance, which-
ever is the lesser, and the amount of out-
of-pocket expenditures made by the
mortgagee for customary costs of title
search and recording fees. The mort-
gagee may require the mortgagor to pay
to the mortgagee all charges permitted
under this section on or prior to the date
of final disbursement of the open-end
advance, together with a sum sufficient to
pay the initial Insurance charge provided
for in § 203.307. No portion of such
charges may be included in the principal
amount of the open-end advance.

(e) Upon approval of an Application,
acceptance of the advance for Insurance
will be evidenced by the issuance of a
commitment setting forth, upon a form
prescribed by the Commissioner, the
terms and conditions upon which the
advance will be insured.

(f) The amount of such advance shall
be added to the unpaid principal obliga-
tion of the mortgage, whereupon the ag-
gregate of the original unpaid principal
and the amount of the open-end advance
shall.

(1) Bear interest at the rate provided
in such mortgage, payable In monthly
installments on the principal then out-
standing;

(2) Be payable in substantially equal
monthly payments in an amount sufi-
cient to amortize the aggregate principal
amount within the remaining original
term of the mortgage.

(g) The amount of any such advance
(computed in even dollar amounts) when
added to the unpaid balance of the orig-
inal principal obligation of the mortgage
shall not exceed the original principal
obligation of the mortgage: Prov ed,
That if the mortgagor certifies that the
proceeds of such open-end advance will
be used to finance the construction of an
additional room or rooms or other addi-
tional enclosed space as a part of the
dwelling, the aggregate amount of the
unpaid balance of the original principal
obligation, plus the amount of the open-
end advance, may exceed the amount of
the original principal obligation of the
mortgage, but In no event shall such ag-
gregate amount exceed the maximum
amounts prescribed by the limitations of
§ 203.18 or § 203.43.

(h) A mortgagee may amend or mod-
ify any approved FHA mortgage form
by adding such provisions as it deems
necessary for the purpose of making
open-end advances, by any rider or mod-
ification agreement which is valid and
enforceable in the jurisdiction in which
the property covered by the mortgage Is
located, provided such rider or modifica-

tion agreement retains in the mortgagee
the right to approve or disapprove addi-
tional advances on such terms and con-
ditions as the mortgagee may prcrlbo,
The mortgagee will have the solo re-
sponsibility for determining that any
mortgage amended by an "open-end"
rider or modification agreement will be
a valid and enforceable instrument and
will constitute a valid first lien on the
property upon which the Commirsloner
based his valuation.

INSURED HO.M IuPRovnraIT LOANS
§ 203.50 Definitions.

As used in §§ 203.50 et seq. the term:
(a) "Act" means the National HeS-

ing Act, as amended.
(b) "Commissioner" means the red-

eral Housing Commissioner or his au-
thorized representative.

(c "Loan" means an advance of
funds or credit evidenced by a note se-
cured by a security instrument.

(d) "Note" means a note or other evi-
dence of indebtedness executed, upon a
form approved by the Commissioner, for
use in the jurisdiction where the loan is
disbursed.

(e) "Outstanding Indebtedness relat-
ing to the property" means the total
outstanding amount of unsecured obll-
gations of the borrower incurred in con-
nection with improving, repairing or
maintaining the property and outstand-
ing mortgages or obligations constituting
liens on the title to the property to be
improved.

(f) "Lender" means an approved
financial Institution eligible for insur-
ance under section 203 (k) of the Act that
is the holder of an Insured loan or the
holder of a loan presented for insurance.
§ 203.51 Eligible lendera.

Lenders meeting the applicable eligi-
bility qualifications nd requirements
contained in §§ 203.1-203.4 and 203.0
shall be eligible for Insurance of home
improvement loans under § 203,50 et
seq.
§ 203.52 Withdrawal of approval,

(a) Approval of a lender shall be con-
sidered as withdrawn where the Com-
missioner notifies the lender of a with-
drawal of its approval as a mortgagee
Under Title II of the Act.

(b) Withdrawal of approval of a
lender shall not affect the insurance on
loans accepted for insurance.
§ 203.53 Financial statemenl,.

The lender shall at any time upon re-
quest furnish the Commissioner with a
copy of Its latest periodic financial state-
ment or report.
§ 203.56 Loan servicing.

The lender shall service insured loans
in accordance with acceptable loan prac-'
tices of prudent lending Institutions. In
the event of default, the lender shall be
able to contact the borrower and other-
wise exercise diligence in collecting the
amounts due. The holder of the loan
hall be responsible to the Commissioner

for proper servicing, even though the ac-
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tual servicing may be performed by an
agent of the holder.
§ 203.55 Form of application.

The application shall be made on a
form prescribed by the Commissioner.
§ 203.60 Application and commitmentextension fees

(a) Application fee--(I) Amount of
fee. The lender shall pay an application
fee of $20 to cover the cost of processing.

(2) Time of fee Payment. The appli-
cation fee shall be due and payable by
the lender upon receipt from the FH&
of a monthly statement covering the
related transactions.

(3) Credit for lee previously charged.
A credit may be allowed the lender for
an application fee previously charged
under such conditions as the Commis-
sioner prescribes.

(4) Fee not required. A lender shall
not be required to pay an application fee
where the application is not accepted for
processing.

(b) Commitiment extension fee-(1)
Amount of fee. The lender shall pay a
commitment extension fee of $20 for ex-
tending an outstanding commitment or
for reopening and extending an expired
commitment with two months after
such expiration.

(2) Time of fee Payment. The com-
mitment extension fee shall be due and
payable by the lender upon receipt from
the FEA of a monthly statement cover-
ing the related transactions.

(3) Credit for fee Previously charged.
A credit may be allowed the lender for
a commitment extension fee previously
charged under such conditions as the
Commissioner prescribes.
§ 203.61 Issuance of commitment.

Upon approval of an application, the
Commissioner shall issue a commitment
setting forth the terms and conditions
upon which the loan will be insured, in-
cluding the extent and nature of the
security required for the loan.
§ 203.62 Note and security form.

The lender shall present for insurance
a note and security instrument on forms
approved by the Commissioner for use
in the jurisdiction in which the property,
covered by the security instrument, is
situated.
§ 203.63 Dislursement of proceeds.

Prior to endorsement, the entire prin-
cipal amount of the loan shall have
been disbursed to the borrower or to his
creditors for his account and with his
consent.

§203.64 Loan multiples.

The loan shall involve a principal ob-
ligation in multiples of $50.
§ 203.65 Loan payments.

The loan payment shall come due on
the first of the month.
§ 203.70 Maturity of loan.

The loan shall have a maturity satis-
factory to the Commissioner not less
than 5 nor more than 20 years from the

date of the beginning of amortition or
three-quarters of the Commissioner's
estimate of the remaining economic life
of the structure, whichever Is the leser.
§ 203.71 Loan amortlizationperiod.

The loan shall have an amortization of
either 5, 7, 10, 12, 15, 17, or 20 years by
providing for either 60, 84, 120, 144, 180,
204, or 240 monthly amortization pay-
ments.
§ 203.72 Beginning of payments.

The loan shall provide for payments to
interest and principal to begin not later
than the first day of the month follow-
Ing 60 days from the date the lender's
certificate on the commitment was
executed.
§ 203.73 Maximum loan amounts.

(a) The loan shall not exceed:
(1) The Commissioner's estimate of

the cost of improvements or $12,000 per
family unit, whichever Is the lesser; or

(2) An amount which, when added to
any outstanding indebtedness related to
the property, creates a total outstanding
indebtedness which does not exceed the
limits prescribed in § 203.18 for mort-
gages on properties of the same type
other than new construction; or

(3) Where the proceeds are to be used
for the purposes indicated in § 203.82
(a) (2), an amount which when added
to the aggregate principal balance of any
outstanding insured home improvement
loans which were obtained for the pur-
poses indicated in § 203.82(a) (2), creates
an aggregate indebtedness for such pur-
poses of not to exceed $12,000.

(b) In any geographical area where
the Commissioner finds cost levels so re-
quire, he may increase by not to exceed
45 percent the $12,000 per family unit
limitation set forth In paragraphs (a)
(1) and (3) of this section.
§ 203.74 Max.mum interest rate.

(a) The loan shall bear interest at the
rate agreed upon by the lender and the
borrower, which rate shall not exceed I
percent, except that where an application
for commitment was received by the Sec-
retary before February 18, 1971, the
mortgage may bear interest at the maxi-
mum rate in effect at the time of receipt
of the application.

(b) Interest shall be payable in
monthly installments on the principal
then outstanding.
§ 203.75 Amortization provisions.

The loan shall contain complete amor-
tization provisions satisfactory to the
Commissioner, requiring monthly pay-
ments by the borrower not in excess of
his reasonable ability to pay as deter-
mined by the Commissioner. The sum
of the principal and Interest payments
In each month shall be substantially the
same.
§ 203.80 Payment of insurance pre-

milums or charges.
(a) The security instrument shall

provide for monthly payments by the
borrower to the lender of an amount
equal to one-twelfth of the annual In-

surance premium payable by the lender
to the CommJsioner. Such payments
shall continue only so long as the con-
tract of insurance shall remain in effect.

(b) The loan shall contain a provi-
sion permitting the loan to be prepaid
in whole or In part upon any interest
payment date after giving the lender
30 days advance written notice. No pen-
alty or charge shall be imposed by the
lender on account of such prepayment.
§ 20381 Application of payments.

(a) All monthly payments to be made
by the borrower to the lender shall be
added to-ether and the aggregate
amount thereof shall be paid by the bor-
rower each month in a single payment.
The lender shall apply the same to the
following items in the order set forth:

(1) Premium charges under the con-
tract of Insurance:

(2) Interest on the loan; and
(3) Amortization of the principal of

the loan.
(b) Any deficiency In the amount of

any such aggregate monthly payment
shall, unless made good by the borrower
prior to, or on, the due date of the next
such payment, constitute an event of
default under the loan.
§ 203.82 Use of proceeds.

(a) The proceeds of the loan shall be
used only for the following purposes:

(1) To finance improvements that re-
sult in or are m connection with the
conservation, repair, restoration or re-
furbT sling of thebasic livability or utility
of an existing structure, including the
property on which the structure Is lo-
cated, or In the conversion, altertion,
enlargement, remodeling, or expansion of
such structure, including a change in the
living accommodations or the number of
family dwelling units located therein.

(2) Thepay thatpart of the cost of the
construction or Installation of sidewalks,
curbs, gutters, street paving, street lights,
sewers, or other public Improvements, ad-
Jacent to or In the vicinity of the bor-
rower's property, which Is asessed
against the borrower or for which he is
otherwise legally liable as the property
owner.

(b) No loan proceeds shall be used to
finance individual equipment Items ex-
cept those relating to heating, ventilat-
Ing or plumbing or those items de-
termined by the Commissioner to be
necessary and incident to improvements
as outlined In paragraph (a) of this
section.

(c) The structure in connection with
which the improvements are to be made
shall:

(1) Constitute a structure which is
used or will be used upon completion of
the improvements, primarily for resi-
dential purposes by not more than four
families; and

(2) Have been constructed not less
than ten years prior to the date of the
application for commitment unless, as
determined by the Commissioner, the
proceeds of the loan are or will be used
primarily for major structural improve-
ments, or to correct defects which are
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not known at the time of the completion
of the structure or which were caused
by fire, flood, windstorm or other
casualty.

§ 203.83 Nature of borrower's owner-
chip.

To be eligible for Insurance, the prop-
erty to be improved shall be owned by
the borrower, or be leased by the bor-
rower under a lease for not less than 99
years which is renewable, or be under
a lease with an expiration date in excess
of 10 years later than the maturity date
of the loan.
§ 203.86 * Credit standing.

The borrower shall have a general
credit standing satisfactory to the Com-
missioner.
§ 203.90 Relationship of income to loan

payments.
The borrower shall establish that the

periodic payments required in the loan
submitted for Insurance bear a proper
relation to his present and anticipated
income and expenses.
§ 203.91 Certification as to outstanding

indebtedness relating to the property.
The loan application shall be accom-

panied by a certificate by the borrower,
on a form prescribed by the Commis-
sioner setting forth the total amount of
outstanding indebtedness relating to the
property.
§ 203.92 Certificate of nondiscrimina-

tion by borrower.
The borrower shall certify to the Com-

missioner as to each of the following
points:

(a) That neither he, nor anyone au-
thorized to act for him, will refuse to sell
or rent, after the making of a bona fide
offer, or refuse to negotiate for the sale
or rental of, or otherwise make unavail-
able or deny the dwelling or property
covered by the loan to any person because
of race, color, religion, or national origin.

(b) That any restrictive covenant on
such property relating to race, color, reli-
gion, or national origin is recognized as
being illegal and void and is hereby spe-
cifically disclaimed.

(W) That civil action for preventative
relief may be brought by the Attorney
General in any appropriate U.S. District
Court against any person responsible for
a violation of this certification.
§ 203.93 Certificate and contract regard-

ing use of dwelling for transient or
hotel purposes.

An application filed with re~pect to
insurance of a loan on a two-, three-, or
four-family dwelling, or a single-family
dwelling which is one of a group of 5
or more single-family dwellings held by
the same borrower, shall be accompanied
by a contract In form satisfactory to
the Commissioner signed by the pro-
posed borrower agreeing that so long as
the loan is Insured by the Commissioner
the borrower will not rent the housing
or any part thereof covered by the loan

for transient or hotel purposes, together
with the borrower's certification under
oath that the housing or any part
thereof covered by the proposed loan will
not be rented for transient or hotel pur-
poses. For the purpose of §§ 203.50 et
seq. rental for transient or hotel pur-
poses shall mean (a) rental for any pe-
riod less than 30 days or (b) any rental
If the occupants of the housing accom-
modations are provided customary hotel
services such as room service for food
and beverages, maid service, furnishing
and laundering of linen, and bellboy
service.
§ 203.94 Acceptable risk.

The loan transaction shall, in the
opinion of the Commissioner, constitute
an acceptable risk.

§ 203.95 Owner-occupancy in military
service cases.

Any loan otherwise eligible for in-
surance under the provisions of §§ 203.50
et seq., may be insured without regard to
any requirement that the borrower be
the occupant of the property at the time
of insurance, where the Commissioner Is
satisfied that the inability of the bor-
rower to occupy the property is by reason
of his entry into military service sub-
sequent to the filing of an application for
insurance and the borrower expresses an
intent (in such form as may be pre-
scribed by, the Commissioner), to occupy
the property upon his discharge from
military service.
§ 203.100 Charges and fees to lender

from borrower.
The lender may collect from the bor-

rower the following charges and fees:
(a) Application fee. The application

fee provided for in this subehapter.
(b) Originating and closing charge.

(1) A charge to compensate the lender
for expenses incurred In originating and
closing the loan, the charge not to ex-
ceed $20 or one percent of the original
principal amount of the loan, whichever
Is greater.

(2) A charge to compensate the lender
for expenses Incurred in originating and
closing the loan, the charge not to exceed
$50 or 2Y percent of the original princi-
pal amount of the loan, whichever is
greater, where the lender makes partial
disbursements and Inspections of the
property during the period the improve-
ments are being completed.

(3) The provisions of subparagraph
(2) shall be applicable only to commit-
ments issued pursuant to applications
filed for insurance after October 31, 1962.

(c) Amounts for other items. Rea-
sonable and customary amounts for any
of the following items:

(1) Recording fees and recording
taxes or other charges incident to re-
cording security.

(2) Credit report.
-(3) Title examination.
(4) Title insurance.
(5) Such other reasonable and cus-

tomary charges or fees as may be au-
thorized by the Commissioner.

§ 203.101 R o p o r t and approval of
charges and feco.

Prior to Insurance of any loan, the
lender shall furnish to the Commimsoner
a signed statement in a form satisfac-
tory to the Commissioner listing any
charges or fees collected by tho lender
from the borrower. The Commissloner'a
endorsement of the note for Insurance
shall constitute approval of the listed
charges or fees.
§ 203.102 Late charge.

The loan may provide for the collec-
tion by the lender of a late charge, not
to exceed 2 cents for each dollar of each
payment more than 15 days In arrears,
to cover the extra expense involved in
handling delinquent payments. Late
charges shall be separately charged to
and collected from the borrower and
shall not be deducted from any aggre-
gate monthly payment.

Er- cicvS DAn
§ 203.249 Effect of amendments.

The regulations in this subpart may be
amended by the Commissioner at any
time and from time to time, In whole or
in part, but such amendment shall not
adversely affect the interests of a mort-
gagee or lender under the contract of in-
surance on any mortgage or loan already
insured and shall not adversely affect the
interests of a mortgagee or lender on
any mortgage or loan to be insured on
which the Commissioner has made a
commitment to insure.

Subpart B-Confract rights and
Oblgatlions
Drnrnauovs

§ 203.251 Definitions
As used in this subpart, the following

terms shall have the meaning indicated:
(a) "Commissioner" means the Fed-

eral Housing Commissioner or his au-
thorized representative.

(b) "Act" means the National Hous-
Ing Act, as amended.

(c) "FHA" means the Federal Hous-
Ing Administration.

(d) "Mortgage" means such a first
lien upon real estate as Io commonly
given to secure advances on, or the un-
paid purchase price of real etato under
the laws of the Jurisdiction where the
real estate is situated, together with the
credit Instruments, If any, secured
thereby.

(e) "Mortgagor" means the original
borrower under a mortgage and his
heirs, executors, administrators and
assigns.

(f) "Mortgagee" means the original
lender under a mortgage and Its suc-
cessors and such of Its assigns as are
approved by the Commissioner.

(g) [Reserved]
(h) [Reserved]
(I) "Insured mortgage" means a mort-

gage which has been insured as evidenced
by the issuance of a Mortgage Insurance
Certificate or by the endorsement of the
credit Instrument for Insurance by tho
Commissioner.
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(j) "Contract of Insurance" means
the agreement evidenced by the issuance
of a Mortgage Insurance Certificate or
by the endorsement of the Commissioner
upon the credit instrument given In con-
nection with an insured mortgage, In-
corporating by reference the regulations
in this part and the applicable provisions
of the Act.

(k) "MIP" means the mortgage in-
surance premium paid by the mortgagee
to the Commissioner n consideration of
the contract of Insurance.
() "Adjusted mortgage insurance

premium" means the premium paid by
the mortgagee to the Commissioner in
consideration of termination of the con-
tract of insurance by reason of prepay-
ment in full of the mortgage.
(m) "Termination charge" means the

charge paid by the mortgagee to the
Commissioner in consideration of termi-
nating the contract of insurance pur-
suant to the joint request for such action
made by the mortgagor and mortgagee.

CW) "Open-end advance" means an
insured advance made by an approved
mortgagee in connection with a pre-
viously insured mortgage, pursuant to
an open-end provision in the mortgage.
(o) "Open-end insurance charge"

means the charge paid by the mortgagee
to the Commissioner in consideration of
the insurance of an open-end advance.
(p) "Beginning of amortization"

,means the date one month prior to the
date of the first monthly payment to
principal and interest.
(q) "Maturity" means the date on

which the mortgage indebtedness would
be extinguished if paid In accordance
with periodic payments provided for In
the mortgage.
(r) "Debentures" means registered,

transferable securities which are valid
and binding obligations, issued in the
name of the Mutual MortgageInsurance
Fund In accordance with the provisions
of this part; such debentures are the
primary liability of the Mutual Mortgage
Insurance Fund and are unconditionally
guaranteed as to principal and interest
by the United States.
(s) "State" includes the several States,

Puerto Rico, the District of Columbia,
Guam, the Trust Territory of the Pacific
Islands, and the Virgin Islands.

ERNDORSEM=ET AND CoNTRAcT OF
INSURANCE

§ 203.255 Insurance of mortgage.
Upon compliance with a commitment

the Commissioner will insure the loan
evidencing the insurance by the issuance
of a Mortgage Insurance Certificate or
by an appropriate panel or endorsement
placed on the original credit instrument,
which will identify the regulations under
which the loan is insured and the date
of insurance.

RULES AND REGULATIONS

tions under which the advance Is
insured.
§ 203.257 Contract created by Mortgage

Insurance Certificate or by endorse-
ment.

The mortgage, Including any open-end
advances made thereunder and approved
by the Commissioner, shall be an insured
mbrtgage from the date of the issuance
of a Mortgage Insurance Certificate or
from the date of the endorsement of the
credit instrument. The Commlssioner
and the mortgagee shall thereafter be
bound by the regulations in this part
with the same force and to the same ex-
tent as if a separate contract had been
executed relating to the insured mort-
gage, including the provisions of the
regulations in this subpart and of the
Act.

MORTGAGE INSURANCE PLEMI"UMxs-n

§ 203.260 Method of payment of B1IP.
The payment of any MIP under this

subpart shall bp made to the Commis-
cloner by the mortgagee either in cash
or debentures at par plus accrued
interest.
§ 203.261 Calculation of MIP.

The amount of any MW shall be cal-
culated in accordance with the amortiza-
tion provisions of the mortgage, without
taking into account delinquent pay-
ments or prepayments.

INITIAL MORTGACE INSURNcE PRE==

§ 203.265 Amount of initial MIP.
The initial MIP shall be In an amount

equal to '/! percent of the average out-
standing principal obligation for the
first year of amortization under the mort-
gage, without taking Into account deli-
quent payments or prepayments.
§ 203.266 Due date of initial MIP.

The initial MAP shall be paid on the
first aniversary date of the beginning of
amortization following the date on which
the insurance becomes effective by the
issuance of a Mortgage Insurance Cer-
tificate or by the endorsement of the
credit instrument.
§ 203.267 Period covered Ly inialMW.

The initial mm shall cover the period
beginning with the date of the Issuance
of a Mortgage Insurance Certificate or
the date of the endorsement of the credit
instrument and ending on the next anni-
versary of the beginning of amortization.
Subsequent premium payments shall
cover the twelve-month period following
each anniversary date.

§ 203.268 Adjustment of initial MIP.
Regardless of whether the period

covered by the Initial MIP is more or
less mban onec~ yea pau aJ4

§ 203.256 Insurance of open-end ad- made to the Commissioner on account
Vance. of the initial MIP In an amount equal

Insurance on an open-end advance to 16 percent of the average outstanding
will be evidenced by delivery of a certift- - principal obligation for the first year of
cate stating the amount of the advance, amortization under the mortgage. If

the date of insurance, and the regula'- such payment is less than 2A percent or
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more than one percent of the outstand-
In- principal balance, without taking
into account delinquencies or prepay-
ments, the initial MIW shall be adjusted
to accord with the prezcribed limitations.
If such payment is within the prescribed
limitations no adjustment shall be made
and the amount of the payment shall be
paid to the Commissioner as the initial
,AIP.

§ 203.269 Pro rnta payment of initial
MIP.

If termination of the contract of in-
surance occurs before the due date of
the initial MIP, the mortgagee shall pay
to the Corssioner (in addition to any
adjusted premium or termination
charge) the portion of the initial pre-
mlum due to the first of the month fol-
lowing the effective termination date,
which shall be computed from:

(a) The beginning of amortization, if
the issuance of a Mortgage Insurance
Certificate or the endorsement of the
credit instrument occurred within six
months after the beginning of amortiza-
tion; or

(b) The date of the Luance of a
Mortgage Insurance Certificate or the
endorsement of the credit Instrument, if
either occurred any time prior to the
be-Inning of amortization, or during the
secold half of any amortization year.

ArnUAL MOnTGAGE Insuacz PRazn=m

§ 203.275 Amount of annual DW.
After payment of the Initial MW an

annual MP shall be paid In an amount
equal to 16, percent of the average out-
standing principal obligation for the 12-
month period preceding the date on
which the premium becomes payable,
without taking into account delinquent
payments or prepayments.

§203.276 Due date of annual MP.

After payment of the initial MI an
annual MW shall be paid on each anni-
versary date of the beginnIng of amorti-
zation.

§ 203.277 Duration of annual MIP.

After payment of the Initial MUP. the
mortgagee shall pay an annual MW to
the Commsioner until:

(a) The mortgage Is paid in full; or
b) The deed to the Commissioner is

filed for record; or
Cc) The contract of Insurance is other-

wise terminated with the-consent of the
Commi ssoner.
§ 203.278 Pro rata payment-of annual

MP.

(a) I-n general. If the insurance con-
tract is terminated after the due date of
the initial MIP, the mortgagee shall pay
to the Commissioner (In addition to any
adjusted premium or terminatlon
charge) that portion of the current an-
nual :IP prorated from the due date
of the last annual lIF through the end
of the month In which the contract of
insurance is terminated. The pro rata
payment of MIP shall be remitted to the
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Commissioner with the notice of prepay-
ment or request for voluntary termina-
tion.

(b) Computation of pro rata annual
ZIIP. For the purpose of computing the
pro rata portion of the annual MIP, the
date of termination of insurance shall be
the last day of the month in which the
mortgage was prepaid or a voluntary ter-
mination request Is received by the Com-
missioner.

(c) Exception to payment of pro rata
annual AIP. A pro rata MIP shall not
be due or payable where the mortgagee
notifies the Commissioner that fore-
closure or other action to acquire the
property has been completed and that
the property will not be conveyed to the
Commissioner in exchange for insurance
benefits. Any MIP due and paid after
the institution of foreclosure or the date
the property was otherwise acquired by
the mortgagee will be refunded to the
mortgagee upon receipt by the Commis-
sioner of the notice from the mortgagee
that the property will not be conveyed to
the Commissioner.
ADJUSTED MORTGAGE INSURANCE PELII'UT
§ 203.285 Computation of adjusted

premium.

(a) Where the principal obligation of
any mortgage accepted for insurance Is
paid in full before the due date of the
120th scheduled monthly payment, with-
out taking into account delinquent pay-
ments or prepayment, the mortgagee
shall pay to the Commissioner an ad-
Justed premium of 1 percent of the
original principal amount of the prepaid
mortgage, except as otherwise provided
In this subpart.

(b) The adjusted premium shall be
remitted to the Commissioner with the
notice of prepayment. Payment shall be
made either in cash or debentures at par
plus accrued interest.
§ 203.286 Maximum adjusted RIP.

No adjusted premium shall exceed the
aggregate amount of RIP which would
have been payable if the mortgage had
continued to be insured until the due
date of the 120th scheduled monthly
payment, without taking into account
delinquent payments or prepayments.
§ 203.287 Prepayments excepted from

adjusted premium charge.
No adjusted premium charge shall be

due or payable to the Commissioner In
each of the following instances:

(a) New insured mortgage. Where the
insured mortgage Is paid in full with or
from the proceeds of a loan secured by
a new fiortgage on the same property
which is insured by the Commissioner.

(b) Acceleration by partial prepay-
ments. Where the final maturity specl-
fled in the mortgage is accelerated solely
by reason of partial prepayments made
by the mortgagor which do not exceed in
any one calendar year 15 percent of the
original face amount of the mortgage,
plus 15 percent of the original- face
amount of any open-end advances; or

(c) Acceleration by payments for
damages. Where the final maturity

RULES AND REGULATIONS

specified In the mortgage is accelerated
solely by reason of payments to principal
to compensate for damage to the mort-
gaged property; or

(d) Acceleration 'by partial release.
Where the final maturity specified in the
mortgage is accelerated solely by reason
of payment to principal to compensate
for release of a part of the insured prop-
erty ap1proved by the Commissioner; or

(e) Acceleration by application of es-
crow funds. Where the final maturity
specified in the mortgage Is accelerated
solely by reason of application of funds
applied on the Indebtedness as required
by the. Commissioner pursuant to an ap-
proved escrow; or

(f) Payment involving condemnation
-proceedings. Where the final maturity
specified in the mortgage Is accelerated
solely by reason of payments to princi-
pal to compensate for the conveyance of
the mortgaged property pursuant to
condemnation proceedings or in lieu of
condemnation proceedings; or

(g) Payment involving foreclosure.
Where payment in full is made of a de-
linquent mortgage:

(1) On which foreclosure proceedings
have been commenced; or

(2) For the purpose of avoiding fore-
closure, if the transaction Is approved
by the Commissioner; or
- (h) Payment under court order.
Where payment in full Is made pursuant
to a court order; or

(I) Sale of property to veterans.
Where payment in full is made within
60 days after the date the mortgage Is
endorsed for insurance, provided the
mortgagee submits to the Commissioner
a certificate signed by the mortgagor
certifying that such payment was made
in connection with the sale of the prop-
erty to a veteran for his occupancy as a
home.

(J) Payment after 10 years. Where
payment in full is made after the due
date of the 120th scheduled monthly pay-
ment, without taking into account
delinquent payments or prepayments.

(k) Payment by HUD direct loan.
Where the mortgage Is paid in full from
the proceeds of a direct loan granted un-
der a program administered by the De-
partment of Housing and Urban Devel-
opment.

VOLUNTARY TERIATxON CHARGE
§ 203.295 Voluntary termination of in.

surance.
Upon request by the mortgagor and

mortgagee and submission of the Mort-
gage Insurance Certificate for cancella-
tion or the mortgage note for cancella-
tion of the endorsement, the Commi-
sioner may terminate the insurance con-
tract oii any mortgage under this part
covering a one- to four-family residence.
§ 203.296 Computation Of voluntary

termination charge.
In the event the Commissioner re-

celves a request for voluntary termina-
tion of the insurance contract before
the due date of the 120th scheduled
monthly payment, without taking into
account delinquent payments or prepay-

ments, the mortgagee shall pay to the
Commiss oner a termination charge
equal to one percent of the original prin-
cipal amount of the mortgage, except
as otherwise provided In this subpart
The termination charge shall be remitted
to the Commissioner with the requeot
for voluntary termination.
§ 203.297 Maximum voluntary termilnn-

tion charge.
In no event shall the charge for vol-

untary termination of the Insuranco
contract exceed the aggregate amount of
MIP which would have been payablo if
the mortgage had continued to be in-
sured until the due date of the 120th
scheduled monthly payment, without
taking into account delinquent payments
or prepayments.
§ 203.298 Exception from voluntary ter.

mination charge.
The insurance contract may be volun-

tarily terminated without payment of a
termination charge If:

(a) The mortgage is delinquent and
termination of insurance is for the pur-
pose of avoiding foreclosure provided the
transaction Is approved by the Comml-
sioner; or

(b) Foreclosure proceedings have been
Instituted.

(c) The request for voluntary term!-
nation of the contract of insurance Is
received by the Commissioner after the
due date of the 120th scheduled monthly
payment, without taking Into account
delinquent payments or prepayments.

OPEN-END INv RAn CHARGE
§ 203.305 Open-end advanco oubJcct to

open-end charge.
In the case of an insured open-end

advance the mortgagee shall pay to the
Commissioner, In addition to the regular
MIW, an open-end insurance charge.
§ 203.306 Method of payment of open.

end charge.
The payment of any open-end inur-

ance charge under this subpart shall be
made to the Commissioner by the mort-
gagee either in cash or debenturei Issued
by the Mutual Mortgage Fund at par
plus accrued interest.
§ 203.307 Calculation, amount, and duo

date of open-end charge.
The open-end insurance charge shall

be in an amount equal to 1 percent per
annum of the original principal obliga-
tion of the open-end advance and shall
be payable on the same dates as the MIF.
The Initial open-end insurance charge
shall be prorated to cover the period be-
ginning with the first day of the month
following the date of endorsement of the
open-end advance and ending on the duo
date of the next MIP, and shall be com-
puted without taking into account delin-
quent payments or prepayments.

§ 203.308 Duration of open-end charge,

The mortgagee shall pay an annual
open-end Insurance charge to the Com-
missioner until:
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(a) The mortgage is paid in full; or
(b) The deed to the Commissioner is

flmed for record; or
(c) The contract of insurance is other-

wise terminated with consent of the
Commissioner.
§ 203.309 Pro rata payment of open-end

charge.
Upon termination of the insurance

contract, the mortgagee shall pay to the
Commissioner (In addition to any ad-
justed premium, ternination charge and
pro rata MIP) a portion of the current
open-end insurance charge prorated
from the beginning of the open-end in-
surance charge period to the end of the
month in which termination occurred.

TERIATroO or INsuRAncE CONTmcT_
§ 203.315 Termination by conveyance to

other than Commissioner.
(a) The contract of insurance shall

be terminated if:
(1) The mortgagee acquires the mort-

gaged property but does not convey it
to the Commissioner;

(2) The property is bid in and ac-
quired at a- foreclosure sale by a party
other than the mortgagee;

(3) After foreclosure the property is
redeemed;

(4) After foreclosure and during the
redemption period the mortgagee gives
notice that it will not tender the prop-
erty to the Commissioner.
§ 203.316 Termination by prepayment

of mortgage.
The contract of insurance shall be

terminated if the mortgage is paid In
full prior to its maturity.
§ 203.317 Termination by voluntary

agreement.
The contract of insurance shall be ter-

minated if the mortgagor and mortgagee
jointly request termination.
§203.318 Notice of termination by

mortgagee.
1N0 contract of insurance shall be ter-

minated until the mortgagee has given
written notice thereof to the Commis-
sioner within 30 days from the occur-
rence of one of the approved methods
of termination set forth in this subpart.
§203.319 Pro rata payment of pre-

-miums and charges.
No contract of insurance shall be ter-

minated until the mortgagee has paid
- to the Commissioner the pro rat por-
tion of the current annual MAP, open-
end insurance charge, adjusted premium,
or termination charge as set forth In
this subpart.
§ 203.320 Notice and date of terminn.

tion by Commissioner.
The Commissioner shall notify the

mortgagee that the contract of insurance
has been terminated and the effective
termination date. The termination date
shall be the last day of the month in
which one of the following events hls
occurred:

(a) The date foreclosure proceedings
were Instituted, or the property was

RULES AND REGULATIONS,

otherwise acquired by the mortgagee, If
the mortgagee notifies the Commissioner
that title will not be conveyed to the
Commissioner.

(b) The date the mortgage was prepaid
in full.
(c) The date a voluntary termination

request is received by the Commtisioner.
§ 203.321 Effect or terminatiom

Upon termination of the contract of
insurance, the obligation to pay any
subsequent MW or open-end insurance
charge shall cease and all rights of the
mortgagor and mortgagee shall be ter-
minated.

DEFAULT UNDEn Mo onAG
§ 203.330 Definition of default.

If the mortgagor fails to make any
payment, or to perform any other obliga-
tion under the mortgage, and Buch fall-
ure continues for a period of 30 days,
the mortgage shall be considered In
default for the purposes of this subpart.
§ 203.331 Date of default.

For the purposes of this subpart, the
date of default shall be zonsidered as
30 days after-

(a) The first uncorrected failure to
perform any obligation under the mort-
gage; or

(b) The first failure to make a month-
ly payment which subsequent payments
by the mortgagor are nsulifflclent to
cover when applied to the overdue
monthly payments in the order In which
they became due.
§ 203.332 Notice of default.

The mortgagee shall, within 60 days
after default as defined In this part, give
written notice thereof to the Commls-
sioner, unless such default has been
cured or unless the Commiss-oner has
been notified of a previous default which
remains uncured.
§ 203.333 Reinstatement of defaulted

mortgage.

If after default and prior to the com-
pletion of foreclosure proceedings the
mortgagor shal cure the default, the in-
surance shall continue as If a default had
not occurred, provided the mortgor
pays to the mortgagee such e.pne as
the mortgagee has incurred in connec-
tion with the foreclosure proceedings and
the mortgagee gives written notice of
reinstatement to the Commissioner.

SPECoAL FonArm nzcs RrELr

§ 203.340 Conditions of specbd forbear-
ance relief.

(a) General condition-C o n m f s-
sloner's prior approval The Commis-
sloner may approve speci forbearance
relief if he finds that the d fault was duo
to circumstances beyond the mortgagor's
control. Approval Is given on condition
that the mortgagor and mort,gec enter
Into a vritten forbearance agreement
providing for:

(1) The reduction or suspension of re,-
ular mortgage payments for a specified
forbearance period;
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(2) The resumption of regular mort-
gag e payments after the expiration of
the forbearance period; and

(3) The repayment of the total un-
paid amount accruing prior to and dur-
ing the forbearance period on or before
the maturity date of the mortgage or on
or before a date subsequent to the ma-
turity date which Is approved by the
Commidoner.

(b) Special c3.ndition=-C o==i s-
slonces approral vot required. Special
forbearance relief may be granted by the
morta.gee, without prior approval of the
Comm&isioner, under the following con-
ditions:

(1) e. mortgagor shall establish to
the stisfaction of the mortgagee, whos
finding shalI be conclusive, that:

(D The mortgagor does not own other
proparty subject to a mortgage insured
by the Commls soner, and

(i) That the default was due to clr-
cumstances beyond the control of tho
mortgacor because of death. Ilnes, oz
curtailment of Income of the mortgagoz
or a member of his family or because of
damnago to the mortgaged properxt
against which the mortgagor is not ade-
quately protected by Insurance.

(2) The written forbearance agree-
ment; shall:,

(I) Be limlted to a period of 18 months;
(1) Provide for the resumption of

re ular mortgane payments after the
explratlon of the forbearance period;
and

(i) Provide for the repayment of the
total unpaid amount, accruing prior to
and during the forbarance period, on
or before a date extending beyond the
original maturlty for a period no greater
than the period of forbearance.
§203.341 Reimbursement for unco!-

Iccid interest.
The mortgagee shall be entitled to re-

ceve an alloance in the insurance sat-
tlement for unpaid mortgage Interes, if
the mortgagor fall to meet the require-
ments of the forbearance agreement and
such failure continues for a period of
up to C0 days. The interest allovance
shall be computed to the earliezt of the
applicable dnte followinga

(a) The date of the Insttution of
foreclosure.

(b) The date of th acquisition. of the
property by the mort ga by means
other than forcclozure.

(c) The date tbe property was ac-
quired by the Commizsloner under a
direct conveyance from the mortgagor.

(d) 90 days following the date the
mort-aor fails to meet the requirements
of the forbe-arance agreement, or such
other date as the Commissoner may
approve In writing prior to the ezplra-
tion of the 90-dayperlod.
§ 203.342 lccasting of mortgage.

(a) General condilions-Commission-
er's prior a-proval. In addition to the
special forbearanca relief afforded ia
1203.340. If the Commissioner ma-es the
flnding required Inparagraph (a) of that
section, he may approve a modification
of the terms of the mortgage for the
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purpose of changing the amortization
provisions by recasting the total unpaid
amount due over the remaining term of
the mortgage or over such longer period
as he may approve. The modification
agreement may be effective when exe-
uted or upon the termination of a for-
bearance period.

(b) Special coditions-Commission-
er's approval not required. The Com-
missioner's approval for a recasting of
the total amount due under the mort-
gage shall not be required where the
mortgagee makes the findings prescribed
In § 203.340(b) (1). In such instances, the
recasting shall be limited to the remain-
ing term of the mortgage or a term ex-
tending not more than 10 years beyond
the original maturity date. Notice of
such modification, in a manner pre-
zcribed by the Commissioner, shall be
given within 30 days after the modifica-
tion agreement is executed.

(c) Effect of modification. Where a
mortgage is modified, the principal
amount of the mortgage, as modified:

(1) Shall not include any amounts as-
sessed against the mortgagor as a late
charge; and

(2) Shall be considered to be the
"original principal of the mortgage" as
the term is used in § 203.401.

FORBEARANCE RELIEF FOR MILITARY
PERSONNEL

§ 203.345 Postponement * of principal
payments-mortgagors in military
service.

In addition to the special forbearance
relief afforded by §§ 203.340 through
203.342, if the mortgagor is a person in
the military service (as defined in the
Soldiers' and Sailors' Civil Relief Act of
1940), the mortgagee may, by written
agreement with the mortgagor, postpone
for the period of military service and
three months thereafter any part of the
monthly payment which represents
amortization of principal. The agree-
ment shall contain a provision for the
resumption of monthly payments after
such period in amounts which will com-
pletely amortize the mortgage debt with-
in the maturity as provided in the orig-
inal mortgage. The agreement shall in
no way affect the amount of the annual
MIP which will continue to be calculated
in accordance with the original amorti-
zation provisions of the mortgage.
§ 203.346 Postponement of foreclo-

sure-mortgagors in military service.
If at any time during default the mort-

gagor is a "person in military service,"
as such term is defined in the Soldiers'
and Sailors' Civil Relief Act of 1940, the
period during which he is in such service
shall be excluded in computing the one-
year period within which the mortgagee
shall commence foreclosure or acquire
the property by other means as provided
in this subpart. No postponement or
delay in the prosecution of foreclosure
proceedings during the period the mort-
gagor Is in such military service shall be
construed as failure on the part of the
mortgagee to exercise reasonable dill-

gence in prosecuting such proceedings to
completion as required by this subpart.

ASSIGNMENT OF MORTdAGE

§203.350 Assignment of defaulted
mortgage-in general.

The Commissioner may approve the
assignment to him of any mortgage
covering a one- to four-family residence
if he finds that the default was due to
circumstances beyond the mortgagor's
control.
§ 203.350a Time for assigning defaulted

mortgage.
The mortgagee shall file for record the

assignment of the mortgage to the Com-
missioner within 30 days of receiving his
approval to assign or within such further
time as may be approved in writing by
the Commissioner.
§ 203.351 Application for insurance

benefits and fiscal data.
On the date the assignment of the

mortgage Is filed for record, the mort-
gagee shall forward to the Commissioner
the prescribed application for insurance
benefits and fiscal data pertaining to the
mortgage transaction, together with the
receipts covering all disbursements, as
required by the fiscal data form. In ad-
dition, the following requirements shall
be met:

(a) Items to be included with applica-
tion. The following Items shall be for-
warded to the Commissioner with the
application:

(1) Credit and security instrument.
The original credit and security instru-
ments assigned without recourse or war-
ranty, except that no act or omission
of the mortgagee shall have impaired the
validity and priority of the mortgage.
(2) Recorded assignment instrument.

The original of the recorded assignment
of mortgage. If the original of the as-
signment Is not available, a copy shall be
furnished and the original forwarded as
soon as possible.

(3) Hazard insurance. All hazard In-
surance policies held In connection with
the mortgaged property, together with a
copy of the mortgagee's notification to
the carrier authorizing the amendment
of the loss payable clause substituting
the Commissioner as the mortgagee.

(4) Rights and interests. An assign-
ment of all rights and Interests arising
under the mortgage, and all claims of the
mortgagee against the mortgagor or
others arising out of the mortgage
transaction.

(5) Property. All property of the
mortgagor held by the mortgagee or to
which it Is entitled (other than the cash
items which are to be retained by the
mortgagee). a

(6) Records and accounts. All rec-
ords, ledger cards, documents, books,
papers and accounts relating to the
mortgage transaction.
(7) Additional information. Any ad-

ditional information or data which the
Commissioner may require.

(b) Items to be retained by mortgagee.
The mortgagee shall retain all cash

amounts held or deposited for the ac-
count of the mortgagor or to which It Is
entitled under the mortgage transaction
that have not been applied In reduction
of the principal mortgage Indebtedness.
§ 203.352 Title evidence upon asign-

ment.
Within 45 days after the assignment

of a mortgage Is filed for record, the
mortgagee shall furnish to the Commis-
sioner all title evidence held by the mort-
gagee, extended to include the assign-
ment of the mortgage to the Commis-
sioner.
8203.353 Certification by mortgagee.

At the time of assignment of the
mortgage, the mortgagee shall certify to
the Commissioner that:

(a) Priority of mortgage to liens. The
mortgage Is prior to all mechanIcs' and
materialmen's liens filed of record, re-
gardless of when such liens attach, and
prior to all Hens and encumbrances, or
defects which may arise except such liens
or other matters as may have been ap-
proved by the Commissioner;

(b) Amount due. The amount stated
In the Instrument of assignment Is ac-
tually due and owing under the mort-
gage;

(c) Offsets or counterclaims. There
are no offsets or counterclaims thereto
and the mortgagee has a good right to
assign.

CLns PnocntUnn
§ 203.355 Acquisition of property.

At any time within one year from the
date of default, or such additional pe-
riod of time as may be approved by the
Commissioner, the mortgagee, at Itb eke-
tion, shall either-

(a) Commence foreclosure of the
mortgage; or

(b) If the laws of the State in which
the mortgaged property ts situated do
not permit the commencement of fore.
closure within one year from the date of
default, the mortgagee shall commence
foreclosure within 60 days after the
expiration of the time during which such
foreclosure Is prohibited by such laws; or

(c) Acquire possession of, and title to,
the mortgaged property by means other
than foreclosure, such title being in the
name of the mortgagee or the Com-
missioner.
§ 203.356 Notice of foreclosure.

The mortgagee shall give written no-
tice to the Commissioner within 30 days
after the Institution of foreclosure pro-
ceedings and shall exercise reasonable
diligence In prosecuting such proceed-
ings to completion.
§ 203.357 Deed in lieu of foreclosure.

(a) Mortgagors owning onc property.
In lieu of instituting or completing a
foreclosure, the mortgagee may acquire
property from one other than a corpo-
rate mortgagor by voluntary conveyance
from the mortgagor who certifies that he
does not own any other property subject
to a mortgage insured or held by MIHA.
Conveyance of the property by deed In
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lieu of foreclosure is approved subject to
the following requirements:

(1) The mortgage is in default at the
time the deed is executed and delivered;

(2) The credit instrument is cancelled
and surrendered to the mortgagor;

(3) The mortgage is satisfied of rec-
ord as a part of the consideration for
such conveyance;

(4) The deed from the mortgagor con-
tains a covenant which warrants against
the acts of the grantor and all claiming

by, through, or under him and conveys
good marketable title;

(5) The mortgagee transfers to the
Commissioner good marketable title ac-
companied by satisfactory title evidence.

(b) Corporate mortgagors. A mort-
gagee may accept a deed in lieu of fore-
closure from a corporate mortgagor In
compliance with the requirements of
paragraph (a) if the mortgagee obtains
the prior written consent of the Com-
missioner.

(c) Mortgagors owning more than one
property. The mortgagee may accept a
deed in lieu of foreclosure in compliance
with the provisions of paragraph (a)
from an individual who owns more than
one property which is subject to a mort-
gage insured or held by the PEA If the
mortgagee obtains the prior written con-
sent of the Commissioner.
§ 203.358 Direct conveyance of prop-

erty.
In acquiring the property or conveying

the property to the Commissioner the
mortgagee may arrange for the deed to
be made directly to the Commissioner
from the mortgagor or other grantor.
The mortgagee shall be responsible for
determining that such conveyance will
comply with all of the provisions of this
part conveying good marketable title and
satisfactory title evidence.
§ 203.359 Thne of conveyance to Com.

missioner.
After acquiring good marketable title

to and possession of the property the
mortgagee shall transfer the property to
the Commissioner:

(a) Within 30 days after acquiring
possession of the mortgaged property by
foreclosure or other means; or

(b) Within such further time as may
be necessary to complete the title exam-
ination and perfect the title.
§ 203.360 Notice of property transfer

and application for insurance bene-
fits.

On the date the deed is filed for record
the mortgagee shall notify the Commis-
sioner on a form prescribed by him of the
Ming of such conveyance and shall as-
sin, without recourse or warranty any
or all claims which the mortgagee has
acquired in connection with the mort-
gage transaction, and as a result of the
foreclosure proceedings or other means
by which the mortgagee acquired or con-
veyed such property, except such claim
as may have been released with the ap-
proval 9f the Commissioner.

§ 203.361 Acceptance of property by
Comm'issioncr.

Upon receipt of notice of property
transfer the Commissioner shall accept
title to and posseslon of the property
as of the date of the fling for record
of the deed to the Commissioner. subject
to compliance with the re-ulations In
this part.
§ 203.362 Conditions fdr uithdraual of

application for insurance benefits.
With the consent of the Commirsioner,

a mortgagee may withdraw an applica-
tion for insurance benefits if the mort-
gagee agrees that it will:

(a) Accept a reconveyance of the prop-.
erty under a deed which warrants
against the acts of the CommL~soner
and all claiming by, through, or under
him; and

(b) Promptly file a reconveyance for
record; and

(c) Accept without continuation the
title evidence which it farished the
Commissioner; and

(d) Reimburse the Commlsoner for
property expenditures as set forth In
§ 203.364.
§ 203.363 Reconvcyanco for noncompli.

ance with regulations.
If, for any reason, the mortzagee fails

to comply with the regulations In this
subpart, the Com-isiner may hold
processing of the application for Insur-
ance benefits in abeyance for a reason-
able time in order to permit the mort-
gagee to comply or, in the alte nlve,
the Commissioner may reconvey title to
the property to the mortgagee In which
event the application for insurance
benefits shall be considered as cancelled
without prejudice to the rights of the
mortgagee to reapply for Insurance bene.
fits at a subsequent date.
§ 203.364 Mrortgagee's liability for

property expenditures.
Where the Commissoner acquires a

property and thereafter it becomes nec-
essary for the Commissioner to reconvey
the property to the mortgagee because of
the mortgagee's noncompliance with
these regulations or because, with the
consent of the Commisioner, the applil-
cation for insurance benefits I- with-
drawn, the mortgagee shall r-imburce
the Commissioner for all expenses in-
curred in connection with such acquid-
tion and reconveyance. The reimburse-
ment shall include all expenditures made
from the date the deed to the Commis-
sioner was filed for record to the date of
reconveyance of 'the property to tho
mortgagee, after appropriate adjustment
on account of any income received from
the property.
§ 203.365 Documents and informntion

to ho furnished Commissoner.
(a) Item to be furnk7lwd Commis-

sfoner., Within 45 days after the deed
is filed for record, the mortgagee shall
forward to the Comissioner:

(1) A copy of the deed to the Com-
missioner which has been filed for record
and the title evidence continued so as

to Include recordation of the deed. The
original deed shall be forwarded as oon
as rec-lvcd from the recording authority.

(2) lFscal data pertaining to the
mortgage transaction.

(3) Receipts covering all disbur?-
ments as required by the fiscal data
form.

() Ladcer cards covering the mort-
ague transactlon.

(5) Any additionra information or
data which the ConmmL-a mrnr may re-
quite.

(b) Items to ba retained 'by nort-
Cagcr The mortgagee thall retain all
cash amounts hold or deposited for the
account of the mortgagor or to which
it Is entitled under thoz mortgage tranz-
action that have not been. applied in re-
duction of the princlypl mortgge in-
debtedness.
§ 203.3G6 Conveyanec of =.ar1ezabre

title.
The mortgagee shall tender to the

Commissioner a catisfactory conveyance
of title and transfer of possession of the
property. The deed or other instru-
ment of conveyance sball convey gcad
marketable title to the property, which
shall be accompanied by title evidence
satisfactory to the Connissoner.

203.367 Contents of deed and sup-
porting document.

The deed and supporting accompany-
ing documents shall be as follows:

(a) Deed. Adeedconveyingtheprop-
erty to the Fedeal Housing Commils-
aloner. The deed shall:

(1) Contain covenants which warrant
title against acts of the grantor, and all
claiming by, through, or undeir -ad
grantor, if the grantor Is the mortgagee
or mortgagor; If the grantor is a party
other than the mortgage- or mort gaor,
the special warranty covenants may be
limited or amended to accord with the
law of the particular jurir tifon.

(2) Recite nominal consideration, if
such recital I3 adequate under the law3
of the State In which the property is
located or such other consideration as
may be neccez:=7 to support the deel

(b) faps or sw-ey. A map or dia-
gram showing property location with ref-
erenco to public ctri'as or roads or a
survey, If available. When a Wit of the
proparty has been t:?-en by cond na-
tion proceedin-s or conveyantca in ien-m
of condemnation, a map or diagranm
showing the part takeen and the property
remaining Is required.

(c) Credit documents. The original
credit and recurity instruments, if avai-
able or a deficiency Judgment, if any,
duly azligned or endorzd by the mort-
gagee, without recounce, to the Commis-
dioner.

Co.u=O.-r or Pnorrar=

§203.375 Property condition.
(a) When the property is transferred

or a mortgage Is acssgned to the Com-
-mlssoner, the property rbell be undem-
aged by fire, earthquale, flood, or tor-
nado, except as s,:t forth in this subpark
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(b) The mortgagee shall not be liable
for damage to the property by waste in
connection with mortgage Insurance
claims paid on or after July 2, 1968.
§ 203.376 [Reserved]
§ 203.377 [Reserved]
§ 203.378 [Reserved]
§ 203.379 Adjustment for fire, flood,

earthquake or tornado damage.
If the property has been damaged by

fire, flood, earthquake," or tornado, such
damage shall be repaired prior to con-
veyance of the property to the Commis-
sioner, except in the following instances:

(a) If the prior approval of the
Commissioner is obtained, the damaged
property may be conveyed to him or the
mortgage assigned to him and he shall
deduct from the insurance benefits his
estimate of.the cost of repairing such
damage or any insurance recovery re-
ceived by the mortgagee, whichever
amount Is the greater.

(b) If the property has been damaged
by fire bnd such property was not cov-
ered by fire insurance at the time of the
damage, the mortgagee may convey the
property or assign the mortgage to the
Commissioner without deduction from
the insurance benefits for any loss oc-
casioned by such fire if the following
conditions are met:

(1) The property shall have been
covered by fire insurance at the time the
mortgage was insured.

(2) The fire insurance shall have been
later canceled or renewal shall have been
refused by the Insuring company.

(3) The mortgagee shall have noti-
fied the Commissioner within 30 days (or
within such further time as the Commis-
sioner may approve) of the cancellation
of the fire insurance or of the refusal of
the insuring company to renew the fire
insurance. This notification shall have
been accompanied by a certification of
the mortgagee that diligent efforts were
made, but it was unable to obtain fire
insurance coverage at reasonably com-
petitive rates and that it will continue its
efforts to obtain adequate fire insurance
coverage at competitive rates.

(c) The provisions in paragraph (b) of
this section shall be applicable with re-
spect to the insurance of all mortgages
whether insured prior to May 8, 1968, or
insured on or after such date.
§ 203.380 Certificate of property con-

dition.
The mortgagee shall either certify that

as of the date of the filing for record of
the deed, or assignment of the mortgage
to the Commissioner, the property was
undamaged by fire, flood, earthquake,
or tornado, or shall describe the damage
to such property resulting from such
hazards as of such date. In the absence
of evidence to the contrary, the mort-
gagee's certificate or description of the
damage shall be accepted by the Com-
missioner as establishing the condition
of the property, as of the date of the
filing of the deed or assignment of the
mortgage.

RULES AND REGULATIONS

§ 203.381 Occupancy of property.
Unless otherwise approved by the Com-

missioner the mortgagee shall certify
that the property is vacant and does not
contain any personal property as of the
date of the filing for record of the deed
to the Commissioner. This section shall
not apply to a mortgage assigned to the
Commissioner.
§ 203.382 Cancellation of hazard insur-

anc
The mortgagee shall cancel any hazard

insurance policy as of the date of the
filing for record of the deed to the Com-
missioner subject to the following con-
ditions:

(a) The amfount of the return pre-
mium due the mortgagee because of such
cancellation may be calculated on a
"short-rate" basis and reported on fiscal
data supporting the application for
debentures and the amount shall be de-
ducted from the total amount claimed.

(b) If the mortgagee's calculation of
the return premium is less than the ac-
tual return, the amount of the difference
between the actual refund and the cal-
culated amount shall be remitted to the
Commissioner, accompanied by the car-
rier's or agent's statement.
(e) If the mortgagee's calculation of

the return premium is more than the
actual return, the mortgagee may file
with the Commissioner a claim, sup-
ported by the carrier's or agent's state-
ment of the amount of the refund,
whereupon the Commissioner shall Issue
a check to the mortgagee in settlement
of the claim.
PROPERTY TITLE TRAwssERs mD TITLE

WAIVERS
§ 203.385 Types of satisfactory title

evidence.
The following types of title evidence

shall be satisfactory to the Commis-
sioner:

(a) Fee or owner's title policy. A fee
or owner's policy of title insurance, a
guaranty or guarantee of title, or a
certificate of title, Issued by a title com-
pany, duly authorized by law and quali-
fied by experience to issue such Instru-
ments. If an owner's -policy of title
insurance is furnished, I t shall show title
in the Commissioner and inure to the
benefit of his successors in office.

(b) Mortgagee's poicj of title insur-
ance. A mortgagee's policy of title In-
surance supplemented by an Abstract
and an Attorney's Certificate of Title
covering the period subsequent to the
date of the mortgage, the terms of the
policy shall be such that the liability of
the title company will continue in favor
of the Commissioner after title is con-
veyed to him. The policy may be drawn
in favor of the mortgagee and the Fed-
eral Housing Commissioner, "as their
interests may appear", with the consent
of the title company endorsed thereon;

(e) Abstract and legal opinion. An
abstract of title prepared by an abstract
company or individual engaged in the
business of preparing abstracts of title
and accompanied by the legal opinion as

to the quality of such title signed by an
attorney at law experienced in examina-
tion of titles. f title evidence consists
of an Abstract and an Attorney's Certif-
lcate of Title, the search shall extend
for at least forty years prior to the date
of the Certificate to a well recognized
source of good title;

(d) Torrens of similar certiflcate. A
Torrens or similar title certificate; or

(e) Title standard of U.S. or stato
government. Evidence of title conform-
ing to the standards of a supervising
branch of the Government of the United
States or of any State or Territory
thereof.
§ 203.386 Coverage of title evidence.

Evidence of title shall be executed as
of a date to Include the recordation of
the deed to the Commissioner. The evi-
dence of title shall show that according
to the public records, there are not, at
such date, any outstanding prior iens,
including any past-due and unpaid
ground rents, general taxes or special
assessments.
§ 203.387 Acceptability of customary

title evidence.
If the title and title evidence are such

as to be acceptable to prudent lending
institutions and leading attorneys gen-
erally in the community in which the
property Is situated, such title and title
evidence shall be satisfactory to the
Commissioner and shall b'considered by
him as good and marketable.
§ 203.389 Waived title objcctlong.

The Commissioner shall not object to
title by reason of the following matters:

(a) Violations of a restriction based
on race, color or creed, even where such
restriction provides for a penalty of
reversion or forfeiture of title or a lien
for liquidated damage.

(b) (1) Customary easements for
public utilities, party walls, driveways,
and other purposes.

(2) Easements for public utilities
along one or more of the property linei
and extending not more than 10 feet
therefrom and for drainage or Irrigation
ditches along the rear 10 feet of tho
property, provided the exercise of the
rights thereunder do not interfere with
any of the buildings or improvements lo-
cated on the subject property.

(c) Easements for underground con-
duits which are in place and do not ex-
tend under any buildings on the subject
property;

(d) Mutual easements for joint drive-
ways constructed partly on the subject
property and partly on adjoining prop-
erty, provided the agreements creating
such easements are of record;

(e) .Encroachments on the subject
property by improvements on adjoining
property where such encroachments do
not exceed 1 foot, provided such en-
croachments do not touch any buildings
or interfere with the use of any Improve-
ments on the subject property:

(f) Encroachments on adjoinin
property by eaves and overhanging pro-
jections attached to Improvemento on
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subject property where such encroach-
ments do not exceed 1 foot.

(g) Encroachments on adjoining prop-
erty by hedges, wooden or wire fences
belonging to the subject property;

(h) Encroachments on adjoining prop-
erty by driveways belonging to subject
property where such encroachments do
not exceed 1 foot, provided there exists
a clearance of at least 8 feet between the
buildings on the subject property and
the property line affected by the
encroachment;

(i) Variations between the length of
the subject property lines as shown on
the application for insurance and as
shown by the record or possession lines,
provided such variations do not inter-
fere with the use of any of the improve-
ments on the subject property and do not
involve a deficiency of more than 2 per-
cent with respect to the length of the
front line or more than 5 percent with
respect to the length of any other line;

(.) Encroachments by garages or Im-
provements other than those which are
attached to or a portion of the main
dwelling structure over easements for
'public utilities, provided such encroach-
ment does not interfere with the use of
the easement or the exercise of the rights
of repair and maintenance in connection
therewith;

(k) Violations of cost or set back re-
strictions which do not provide a penalty
of reversion or forfeiture of title, or a
lien for liquidated damages which may
be superior to the lien of the Insured
mortgage. Violations of such rdstric-
tions which do provide for such pen-
alties, provided such penalty rights have
been duly released or subordinated to the
lien of the Insured mortgage, or provided
a policy of title insurance Is furnished
expressly insuring the Commissioner
against loss by reason of such penalties.

(C) Customary building and use -re-
strictions which:

(1) Are coupled with -a reversionary
clause, provided there has been no viola-
tion prior to the date of the deed to the
Commissioner; or

(2) Are not coupled with a reversion-
ary clause and have not been violated to
a material extent.

(m) Outstanding oil, water or mineral
rights- (or damage caused by the exer-
cise of such rights) which are custom-
arily waived by prudent leading insti-
tutions and leading attorneys in the
community.

(n) The voluntary or involuntary con-
veyance of a part of the subject property
pursuant to condemnation proceedings
or in lieu of condemnation proceedings,
if:

(1) The part conveyed does not exceed
10 percent by area of the property;

(2) No damage to existing structures,
improvements, or unrepaired damage to
sewage, water, or paving has been suf-
fered;

(3) All of the payment received as
compensation for the taking by con-
demnation or conveyance in lieu of con-
demnation has been applied to reduction
of the mortgage indebtedness;

(4) The conveyance occurred subse-
quent to insurance of the mortgage; and

(5) There is included with the docu-
ments and information furnished the
Commissioner with the application for
insurance benefits, a statement by the
mortgagee that the requirements of this
paragraph have been met.
§ 203.390 'Waiver of title-mortgnges or

property formerly held by the
Secretary.

(a) Mortgages sold by the Secretary.
(1) If the Secretary sells a mortgage and
such mortgage is later reassigned to him
or the property covered by such mortgage
is later conveyed to him, he will not ob-
ject to title by reason of any lien or
other adverse Interest that was senior to
the mortgage on the date of the original
sale of such mortgage.

(2) The Secretary will accept an as-
signment of a mortgage previously sold
-by him, where the mortgagee Is unable to
complete foreclosure because of a defect
in the mortgage instrument, a defect in
the mortgage transaction, or a defect In
title which existed at or prior to the time
the mortgage assignment was filed for
record. In such instances, the Secretary
will not object to title by reason of any
such defect.

(b) Property sold by the Secretary.
(1) If a property held by the Secretary is
sold by him and he insures a mortgage
financing such sale, and such mortgage
is later reassigned to him or the property
covered by such mortgage is later con-
veyed to him, he will not object to title
by reason of any lien or other adverse
interest that was senior to the mortgage
on the date such mortgage was filed for
record.

(2) The Secretary will accept an as-
signment of a mortgage executed in con-
nection with the sale of property by him,
where the mortgagee Is unable to com-
plete foreclosure because of a defect in
the mortgage instrument, a defect in
the mortgage transaction, or a defect in
title which existed at or prior to the time
the mortgage was filed for record. In
such instances, the Secretary will not
object to title by reason of any such
defect.
§ 203.391 Title objection waiver with

reduced insurance benefits.
Payment of an Insurance claim will

not be refused solely because the title
evidence reveals a condition of title not
taken into consideration In the original
appraisal and not covered by the pro-
visions of § 203.389, or not otherwise
waived in writing by the Commtftoner.
In such instances, the claim will be paid
if the mortgagee agrees to accept a re-
duction in insurance benefits considered
adequate by the Commissioner to com-
pensate for any anticipated loss to the
Mutual Mortgage Insurance Fund as a
result of the existence of the title con-
dition at the time of claim.

PAY=Z T OF INSURMCE BEEFrS

§ 203.400 brethod of payment.
If the application for insurance bene-

fits is acceptable to the Commissioner,

payment of the insurance claim shall be
made in c.sh, in debentures or in a com-
bination of both, as determined by the
Commisioner at the time of payment,
except that where the mortgage is in-
sured pursuant to section 223(e) of the
Act such claim shall be paid In cash from
the Special Risk Insurance Fund, unless
the mortgagee files a written request
with the application for payment in de-
benture. If such a request is made, the
Items as set forth In § 203.403.
§203.401 Amount of payment-con-

veyed properties.
The amount of the insurance benefits

shall be determined by adding to the
original principal of the mortgage (as
increased by the amount of open-end ad-
vances made by the mortgagee and ap-
proved by the Commissioner) which was
unpaid on the date of the institution of
foreclosure proceedings, on the date of
the acquisition of the property otherwise
after default, or on the date the property
was acquired by the Commissioner un-
der t direct conveyance by the mort-
gagor, the amount of all payments made
by the mortgagee and allowances for
items as set forth In § 203402, less all
Items as set forth in § 203.403.
§ 203.402 Items include4 in payment-

conveyed properties.
The Insurance benefits paid in con-

nection with properties conveyed to the
Commissioner shall Include the follow-
Ing items:

(a) Taxes, ground rent and water
rates which are liens prior to the
mortgage;

(b) Special assessments, which are
noted on the application for Insurance
of which become liens after the Insur-
ance of the mortgage;
(c) Hazard insurance on the mort-

gaged property;
(d) MLP or open-end insurance

charges;
(e) Taxes imposed upon any deeds or

other Instruments by which said prop-
erty was acquired by the mortgagee and
transferred or conveyed to the Commis-
sioner;
(C) Foreclosure costs or costs of acquir-

ing the property otherwise (including
costs of acquirin- the property by the
mortgagee and of conveying and evidenc-
ing title to the property to the Secretary)
actually paid by the mortgagee and ap-
proved by the Commissioner, In an
amount not in excess of two-thirds of
such costs or $75, whichever is the
greater. Where the foreclosure involves
a mortgage sold by the Secretary on or
after August 1, 1969, or a mortgage ex-
ecuted in connection with the sale of
property by the Secretary on or after
such date, the mortgagee shall be reim-
bured (in addition to the amount deter-
mined under the foregoing) for any
extra costs incurred In the foreclosure as
a result of a defect in the mortgage In-
strument, or a defect in the mortgage
transaction or a defect in title which
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existed at or prior to the time the mort-
gage (or Its assignment by the Secre-
tary) was filed for record, if the mort-
gagee establishes to the satisfaction of
the Commissioner that such extra costs
are over and above those customarily
incurred in the area.

(g) Reasonable payments made by the
mortgagee, with the approval of the
Commissioner, for the purpose of pro-
tecting, operating, or preserving the
property;

(h) Any uncollected mortgage interest
allowed pursuant to an approved for-
bearance plan;

(I) An amount which the Commis-
stoner finds to be sufficlent to compen-
sate the mortgagee for any loss which it
may have sustained on account of in-
terest on debentures and the payment of
any = and open-end insurance charge
by reason of its having postponed the
Institution of foreclosure proceedings or
the acquisition of the property by other
means under a mortgage to which the
provisions of sections 302 and 306 of the
Soldlers' and Sailors' Civil Relief Act of
1940, as amended, apply during any part
or all of the period of the mortgagor's
military service and three months there-
after.

(j) Charges for the administration,
operation, maintenance or repair of
community-owned property or the main-
tenance and repair of the mortgaged
property paid by the mortgagee with
respect to which It certifies to the Com-
missioner that payment was made for
the purpose of discharging an obligation
arising out of a covenant fied for record
and approved by the Commissioner prior
to the insurance of the mortgage.

(k) An amount equivalent to the de-
benture interest which would have been
earned on the portion of the insurance
benefits paid In cash, as of the date such
payment is made, except that when the
mortgagee falls to meet any one of
the applicable requirements of §§ 203.355,
203,356, 203.359, 203.360, and 203.365 of
this chapter within the specified time
and in a mgnner satisfactory to the Com-
missioner (or within such further time
as the Commissioner may approve in
writing), the interest allowance in such
cash payment shall be computed only
to the date on which the particular re-
quired action should have been taken
or to which Itwas extended.
§ 203.403 Items deducted from pay.

ment-conveyed properties.
There shall be deducted from the total

of the added items In §§ 203.401 and
203.402 the following cash items:

(a) All amounts received by the mort-
gagee on account of the mortgage after
the institution of foreclosure proceed-
ings or the acquisition of the property by
direct conveyance or otherwise after
default.

(b) All amounts received by the mort-
gagee from any source relating to the
property on account of rent or other
income after deducting reasonable ex-
penses incurred in handling the property.

(c) All cash retained by the mortgagee
including amounts held or deposited for

the account of the mortgagor or to
which It is entitled under the mortgage
transaction that have not been applied
in reduction of the principal mortgage
indebtedness.
§ 203.404 Amount of payment-as.

signed mortgages.
Upon an acceptable assignment of a

mortgage, the Commissioner shall pay
to the mortgagee the unpaid principal
balance of the loan at the time of issign-
ment and an amount determined by:

(a) Adding the following items:
(1) Any accrued and unpaid mortgage

interest.
(2) Any advances made under the

mortgage and approved by the Com-
missioner.

(3) Reimbursement for such costs and
attorney's fees as the Commissioner finds
were properly incurred in connection
with the defaulted mortgage and its as-
signment to the Commissioner.

(4) An amount equivalent to the de-
benture interest which would have been
earned on the portion of the Insurance
benefits paid in cash, as of the date such
payment is made, except that when the
mortgagee fails to meet any one of the
requirements of §§ 203.350a, 203.351, and
203.353 of this chapter within the speci-
fied time and in a manner satisfactory to
the Commissioner (or within such fur-
ther time as the Commissioner may ap-
prove in writing), the interest allowance
in such cash payment shall be computed
only to the date on which the particular
required action should have been taken
or to which it was extended.

(b) Deducting all cash retained by the
mortgagee, including amounts held or
deposited for the account of the mort-
gagor or to which it is entitled under
the mortgage transaction that have not
been applied in reduction of the principal
mortgage indebtedness.
§ 203.405 Debenture interest rate.

Debentures shall bear interest from
the date of issue, payable semiannually
on the first day of January and the first
day of July of each year at the rate in
effect as of the date the commitment was
issued, or as of the date the mortgage
was endorsed for insurance, whichever
rate is the higher. The following interest
rates are effective for the dates listed:

Effective rate (percent) On or after- Prior to-

4 ......----- ------- Tan. 1,19&7 Ian. ,193
e------------------..Jaa. 1, 19 July 1,1969b,-----------------J uSy 1 1,1 9S J 17o-a 1,1970 Juy 1,1970

. July 1,1970 Jan. 1,1971

-J- : ------------- Jan. 1,1971 July 1,1971
-J----------------------.. Tuly 1,1971 ............

§ 203.406 lMaturity of debentures.
Debentures shall mature 20 years from

the date of issue.
§ 203.407 Registration of debentures.

Debentures shall be registered as to
principal and interest.
§ 203.408 Denomination of debentures.

Debentures are available in denomi-
nations of $50, $100, $500, $1,000, $5,000,

and $10,000. The Commissioner shall I,-
sue debentures in the largest available
denominations unlezs otherwise re-
quested by the mortgagee.

§ 203.4,09 Redemption of debentures,
Debentures shall, at the option of the

Commissioner and with the approval of
the Secretary of the Treasury, be re-
deemable at par plus accrued interest on
any semiannual interest payment date on
three months' notice of redemption iven
in such manner as the Commissioner
shall prescribe. The debenture Interest
on the debentures called for redemption
shall cease on the semiannual Interest
payment date designated in the call no-
tice. The Commissioner may Include
with the notice of redemption an offer to
purchase the debentures at par plus ac-
crued interest at any time during the
period between the notice of redemption
and the redemption date. If the deben-
tures are purchased by the Commissloner
after such call and prior to the named
redemption date, the debenture intereot
shall cease on the date of purehme.
§ 203.410 aoe date of debentures.

(a) Conveved Properties. Whore the
property Is conveyed to the Commit-
sioner, debentures shall be dated:

(1) If issued prior to September 2,
1964, or issued on or after such date and
a certificate of claim Is also Issued, ao of
one of the dates as follows:

(1) The foreclosure proceedings wore
instituted;

(i), The property was otherwise ac-
quired by the mortgagee after default; or

(I) The property was acquired by the
Commissioner, If directly conveyed to the
Commissioner from the mortgagor.

(2) If Issued on or after September 2,
1964, and a certificate of claim In not
issued, as of the date of default as de-
fined in this part.

(3) As of the applicable date speolfied
in subparagraph (1), If the insurance
settlement includes an allowance for un-
collected interest pursuant to § 203.341.

(b) Assigned mortgages. Where the
mortgage Is assigned to the Commis-
sioner, debentures shall be dated as of
the date of the assignment.

§ 203.411 Cash adjustment.
Any difference of less than $50 between

the amount of debentures to be Issued
to the mortgagee and the total amount
of the mortgagee's claim, as approved by
the Commissoner, shall be adJusted by
the Issuance of a check in payment
thereof.

CEMTMI CAT o' CLAn
§ 203.415 Delivery of certificate of

claim.
(a) If the mortgage was accepted for

Insurance pursuant to a commitment Is-
sued prior to September 2, 1964, the
mortgagee may, by filing a written re-
quest with the application for deben-
tures, receive in addition to the deben-
tures and the cash adjustment check, a
certificate of clam Issued in accordnceo
with section 204(e) of the Act. This
certificate shall become payable (if at
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all) as prescribed in section 204(f) of
the Act.

(b) If the mortgage was accepted for
insurance pursuant to a commitment Is-
sued on or After September 2, 1964, no
certificate of claim shall be issued.
§ 203.416 Amount and items of certifi-

cate of claim.
The certificate shall be for an amount

which the Commissioner determines to
be sufficient to pay all amounts due un-
der the mortgage and not covered by the
amount of debentures and cash adjust-
ment check. The certificate shall in-
clude a reasonable amount for necessary
expenses incurred by the mortgagee In
connection with the foreclosure proceed-
ings or the acquisition of the mortgaged
property otherwise and the conveyance
thereof to the Commissioner, including
reasonable attorneys' fees, unpaid inter-
est, and cost of repairs to the property
made by the mortgagee to remedy the
waste.
§ 203.417 Rate of interest of certificate

of claim.
Each certificate of claim shall provide

that there shall accrue to the holder
thereof with respect to the face amount
of such certificate, an increment at the
rate of 3 percent per annum.
MUTUAL MORTGAGE INSURANCE Fun AND

DIsTRIBUnVE SHARES
§ 203.420 Nature of Mutual Mortgage

Insurance Fund.
The Mutual Mortgage Insurance Fund

shall consist of the General Surplus Ac-
count and the Participating Reserve
Account.
§ 203.421 Allocation of Mutual Mort-

gage Insurance Fund income or loss.
For any semiannual period in which

Mutual Mortgage Insurance operations
shall result in a net income, or loss, the
Commissioner -shall allocate such net
income or such loss to the General Sur-
plus Account and/or to the Participating
Reserve Account as he may determine to
be in accord with sound actuarial and
accounting practice. In determining net
income or loss the Commissioner shall
take into consideration all income re-
ceived from fees, premiums and earnings
on investments of the fund, operating
expenses and provision for losses of the
fund.
§203.422 Right and liability under

-Mutual Mortgage Insurance Fund.
No mortgagor or mortgagee shall have

any vested right in a credit balance in
either the General Surplus Account or
the Participating Reserve Account. No
mortgagor or mortgagee shall be subject
to any liability arising under the mutu-
ality of the Mutual Mortgage Insurance
Fund.
§ 203.423 Distribution of -distributive

shares.

In the event the contract of insurance
is terminated by reason of payment in
full of the mortgage or by voluntary
termination approved by the Commis-

sloner, the Commissioner may distribute
to the mortgagor a share of the Partici-
pating Reserve Account In such manner
and amount as the Commissioner shall
determine to be equitable and In ac-
cordance with sound actuarial and ac-

* counting practice.
§ 203.424 Maximum amount of distribu.

tive shares.
In no event shall a distributive share

of the Participating Reserve Account ex-
ceed the aggregate scheduled annual
premiums of the mortgagor to the year
of termination of the insurance.
§ 203.425 Finality of determination.

The determination of the Commis-
sioner as to the amount to be paid to any
mortgagor from the Mutual Mortgage
Insurance Fund shall be final and
conclusive.
§ 203.426 Inapplicability to housing in

older declining urban arcms.
The provIslons of §§ 203.420 through

203.425 shall not apply to mortgages
financing housing In declining urban
areas meeting the requirements of
§ 203.43a.
SALE, AsslIMENT AZID PLEDcE OF INSURED

MORTGAGE

§ 203.430 Sale of interests in insured
mortgages.

No mortgagee may sell or otherwise
dispose of any Insured mortgage, or
group of insured mortgages, or any par-
tial interest in such mortgage or mort-
gages by means of any agreement, ar-
rangement or device except pursunt
to this subpart.
§ 203.431 Sale of insured mortgage to

approved mortgagee.

An insured mortgage may be sold to
another approved mortgagee. Upon
such sale both the seller and the buyer
shall notify the Commissioner within 30
days, on a form prescribed by the
Commissloner.
§203.432 Effect of sale of insured

mortgage.
When an insured mortgage Is sold to

another approved mortgagee, the buyer
shall thereupon succeed to all the rights
and become bound by all the obligations
of the seller under the contract of In-
surance and the seller shall be released
from its obligations under the contract
of Insurance.
§203.433 Assignments, pledges and

transfers by approved mortgagee.
() An assignment, pledge, or transfer

of an Insured mortgage or group of In-
sured mortgages, not constituting a final
sale, may be made by an approved mort-
gagee to another approved mortgagee
provided the following requirements are
met:

(1) The assignor, pledgor or transferor
shall remain the mortgagee of record.

(2) The Commisloner shall have no
obligation to recognize or deal with any
party other than the mortgagee of record
with respect to the rlghts, benefits and

obligations of the mortgagee under the
contract of insurance.

(b) An assignment or transfer of an
insured mortgage or group of insured
njortgage may be made by an approved
mortgagee to other than an approved
mortgagee provided the requirements
under paragraph (a) (1) and (2) are
met and the following additional require-
ments are met:

(1) The azssinee or transferee shall
be a corporation, trust or organization
(including but not limited to any pension
trust or profit-sharing plan) which cer-
tifles to the approved mortgagee that:
(1) It has assets of $100,000 or more;

and
(II) It has lawful authority to hold

an insured mortgage or group of Insured
mortgage3.

(2) The assignment or transfer shall
be made pursuant to an agreement under
which the transferor or assignor is ob-
ligated to take one of the following al-
ternate courses of action within 1 year
from the date of the assignment or with-
in such additional period of time as may
be approved by the Commissioner:

Ci) The transferor or assignor shall
repurchase and accept a reassignment
of such mortgage or group of mortgages.

(11) The transferor or assignor shall
obtain a sale and transfer of such mort-
gage or group of mortgages to an ap-
proved mortgagee.
(c) Notice to or approval of the Com-

mk's4oner Is not required in connection
with assignments, pledges or transfers
pursuant to this section.
(Sec. 207, 52 Stat. 16, a3 amended; 12 U.S.C.
1713)

§ 203.434 Declaration of trust.
A sale of a beneficial interest in a

group of Insured mortgages, where the
interest to be acquired Is related to all
of the mortg.age3 as an entirety, rather
than an interest in a specific mortgage,
shal be made only pursuant to a decla-
raton of trust, which has besen approved
by the Commissioner prior to any such
sale.
§ 203.435 Transfers of partial interests.

A partial interest'n an .insured mort-
gage may be transferred under a partci-
pation agreement without obtaining the
approval of the Commissioner, if the
following conditions are met:

(a) PrtnzpaZ mortgagee. Theinsured
mortgage shall be held by an approved
mortgagee which, for the purposes of
this section, shall be referred to as the
"principal mortgagee".

(b) Interest of vrincfpaZ mortgagee.
The principal mortgagee shall retain and
hold for Its own account a financial In-
terest in the insured mortgage.
(c) Qualfication for holdIng partal

interest. A partial interest in an in-
sured mortgage shall be Issued to and
held only by:

(1) A mortgagee approved by the
Commissioner; or

(2) A corporation, trust or organiza-
tion (including, but not limited to any
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pension fund, pension trust, or profit-
sharing plan) which certifies to the
principal mortgagee that:

(i) It has assets of $100,000 or more;
and

(ii) It hai lawful authority to acquire
a partial interest in an insured mortgage.

(d) Participation agreement provi-
sions. The participation agreement
shall Include provisions that:

(1) The principal mortgagee shall re-
tain title to the mortgage and remain
the mortgagee of record under the con-
tract of mortgage insurance.

(2) The Commissioner shall have no
obligation to recognize or deal with any-
one other than the principal mortgagee
-with respect to the rights, benefits and
obligations of the mortgagee under the
contract of insurance.

(3) The mortgage documents shall re-
main in the custody of the principal
mortgagee.

(4) The responsibility for servicing the
insured mortgages shall remain with the
principal mortgagee.

INSURED HO=r IIPROVEMENT LOANS
§ 203.440 Definitions.

All of the definitions contained in
§ 203.50 of this subchapter shall apply to
H9 203.440 et seq. In addition the fol-
lowing terms shall have the meaning
indicated:

(a) "Insured loan" means a loan
which has been insured as evidenced by
the issuance of an Insurance Certificate
or by the endorsement of the note for
insurance by the Commissioner.

(b) "Contract of Insurance" means
the agreement evidenced by the issuance
of an-Insurance Certificate or by the
endorsement of the Commissioner upon
the note given in connection with an in-
sured loan, incorporating by reference
the regulations in §§ 203.440 et seq. and
the applicable provisions of the Act.

(c) "Insurance premium" means the
loan insurance premium paid by the
financial institution to the Commissioner
in consideration of the contract of in-
surance.

(d) "Beginning of amortization"
means the date one month prior to the
date of the first monthly payment to
principal and interest.

(e) "Maturity" means the date on
which the loan indebtedness would be
extinguished if paid in accordance with
periodic payments provided for in the
orighbial note and security instrument.

(f) "Debentures" mean registered,
transferable securities which are valid
and binding obligations, uncondition-
ally guaranteed as to principal and in-
terest by the United States.
§ 203.441 Insurance of loan.

Upon compliance with a commitment,
the Commissioner shall insure the loan
evidencing the insurance by the issuance
of an Insurance Certificate or by an ap-
propriate panel -or endorsement placed
on the original note, which will identify
the regulations under which the loan is
Insured and the date of insurance.

hULES AND REGULATIONS

§ 203.442 Contract created by Insurance
Certificate or by endorsement.

The loan is insured from the date of
the issuance of an Insurance Certificate
or from the date of the endorsement of
the note. The Commissioner and the
lender shall thereafter be bound by the
Act and the regulations in H9 203.440 et
seq. with the same force and to the same
extent as if a separate contract had been
executed relating to the insured loan.
§.203.443 Method of payment of insur-

ance premium.
The payment of any insurance pre-

mium under §§ 203.440 et seq. shall be
made to the Commissioner by the lender
either in cash or debentures at par plus
accrued interest.
§ 203.444 Calculation of insurance pre-

um.
The amount of any insurance pre-

mium shall be calculated in accordance
with the amortization provisions of the
loan without taking into account delin-
quent payments or prepayments.
§ 203.446 Amount of initial insurance

premium.
The initial insurance premium shall

be in an amount equal to 2 percent of
the average outstanding principal ob-
ligation for the first year of amortization
under the loan without taking into ac-
count delinquent payments or prepay-
ments.
§ 203.447 Due date of initial insurance

premium.
The initial insurance premium shall be

paid on the first anniversary date of the
beginning of amortization following the
date on which the insurance becomes
effective by the issuance of an Insurance
Certificate or by the endorsement of the
note.
§ 203.448 Period covered by initial in-

surance premium.
The initial insurance premium shall

cover the period beginning with the date
of the issuance of an Insurance Certifi-
cate or the-date of the insurance endorse-
ment and ending on the next anniversary
of the beginning of amortization. Sub-
sequent premium payments shall cover
the twelve month period following each
anniversary date. '
§ 203.449 Adjustment of initial insur-

ance premium.
Regardless of whether the period cov-

ered by the initial insurance premium is
more or less than one year, payment
shall be made to the Commissioner on
account of the initial insurance premium
in an amount equal to 1/2 percent of the
average outstanding principal obliga-
tion for the first year of amortization
under the loan. If such payment is less
than 1/ percent or more than one per-
cent of the outstanding principal bal-
ance, without taking into account delin-
quencies or prepayments, the initial in-
surance premium shall be adjusted to
accord with the prescribed limitations.

If such payment is within the preorlbcd
limitations no adjustment shall be mado
and the amount of the payment shall be
paid to the Commissioner as the initial
insurance premium.
§ 203.451 Pro rata payment of inItial

insurance premium.
If termination of the contract of In-

surdnce occurs before the due date of
the initial insurance premium, the
lender shall py to the Commissioner
the portion of the initial premium due
to the first of the month following the
effective termination date, which chall
be computed from:

(a) The beginning of amortization, If
the issuance of an Insurance Certificate
or the endorsement of the note occurred
within six months after the beginning of
amortization; or

(b) The date of the issuance of an
Insurance Certificate or the endorsement
of the credit Instrument, If either oc-
curred any time prior to the beginning
of amortization, or during the second
half of any amortization year.
§ 203.452 Amount of annual Inqurance

premium.

After payment of the initial insurance
premium an annual Insurance premium
shall be paid in an amount equal to
J, percent of the average outstanding
principal obligation for the 12-month
period preceding the date on which the
premium becomes payable, without talt-
ing into account delinquent payments
or prepayments.
§ 203.453 Due date of annual innurance

premium.
After payment of the initial insurance

premium an annual insurance premium
shall be paid on each anniversary date
of the beginning of amortization.
§ 203.454 Duration of annual inurance

premium.
After payment of the initial insurance

premium, the lender shall pay an annual
insurance premium to the Commisdoncr
until: .

(1) The la is paid In full; or
(2) The obligation is assigned to the

CommiSsioner; or
(3) The contract of insurance Is

otherwise terminated with the consent
of the Commissioner.
§ 203.456 Pro rata payment of annual

insurance premium.
(a) In general. If the contract of in-

surance Is terminated after the due date
of the initial insurance premium, the
lender shall pay to the Commissioner
a portion of the current annual Insur-
ance premium prorated from the duo
date of the last annual insurance pre-
mium paid to the date the contraot of
Insurance was terminated.

(b) Commntation of pro rata premtim.
For the purpose of computing the pro
rata portion of the annual Inurance
premium, the date of termination of In-
surance shall be the lsat day of the
month in which:
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(1) The loan was Prepaid; or
(2) A voluntary termination request

is received by the Commissioner, or
(3) The contract of insurance is

otherwise terminated with the consent
of the Commissioner.
§ 203.457 VoIuntary termination of

contracL
Upon request by the borrower and

lender and submission of the Insurance
Certificate for cancellation or the note
for cancellation of the isurance en-
dorsement, the Commissioner may ter-
minate the insurance contract on the
loan.
§ 203.458 Termination by prepayment

of loan.
- The contract of insurance shall be
terminated if the loan is paid in full
prior to its maturity.
§203.459 Notice of termination by

lender.
No contract of insurance shall be ter-

minated until the lender has given
written notice thereof to the Commis-
sioner within 30 days from the occur-
rence of one of the approved methods
of termination set forth in §§203.440
et seq.
§ 203.462 Pro rata payment of premium

before termination.
No contract of insurance shall be ter-

minated until the lender has paid to the
Commissioner the pro rata portion of
the current annual insurance premium.
§ 203.463 Notice and date of termina-

tion by Commissionier.
The Commissioner shall notify the

lender that the contract of insurance
has been terminated and the effective
termination. The termination date
shall be the last day of the month in
which:

(1) The loan was prepaid; or
(2) A voluntary termination request

is received by the Commissioner, or
(3) The contract of insurance is

otherwise terminated with the consent
of the Commissioner.
§ 203.464 Effect of termination.

Upon termination of the contract of
insurance, the obligation to pay any sub-
sequent insurance premium shall cease
and all rilht§ of the borrower and lender
shall be terminated.
§ 203.466 Definition of default.

If the borrower fails to make any
payment, or to perform any other ob-
ligation under the loan and such fail-
ure continues for a period of 30 days, the
loasi shall be considered in default for
the purposes of §§ 203.440 et seq.
§ 203.467 Date of default,

For the purposes of §§ 203.440 et seq.
the date of default shall be considered as
30 days after-

(a) The first uncorrected failure to
perform any obligation under the loan,
or

(b) The first failure to make a
monthly payment which subsequent pay-

ments by the borrower are insufficient to
-cover when applied to the overdue
monthly payment in the order in which
they became due.
§ 203.468 Notice of default.

The lender shall, within 60 days after
default as defined in §§ 203.440 et seq.
give written notice thereof to the Com-
missioner, unless such default has been
cured or unless the Comnmrntsloner has
been notified of a previous default which
remains uncured.
§ 203.469 Reinstatement of defaulted

loan.

If after default and prior to assign-
ment by the lender of the loan to the
Commissioner, the borrower shall pay
to the lender all monthly payments In
default, written notice shall be given
to the Commissioner within 30 days and
the Insurance shall continue as If such.
default had not occurred.
§203.471 Conditions of special for-

bearance.
In addition to any other relief which

may be afforded in the event of default.
the Commisgioner may approve special
forbiarance relief with respect to any
loan of the CommissIoner-

(a) Finds that default was due to cir-
cumstances beyond the borrower's con-
trol; and -

(b) Finds that It is probable that the
loan will be restored to a current condi-
tion within a reasonable period of time.
§ 203.472 Relief for borrower in mill-

tary service.
If the borrower is a person In military

service, as defined In the Soldiers' and
Sailors' Civil Relief Act of 1940, the
lender may, by written agreement with
the borrower, postpone for the period of
military service, and three months there-
after, any part of the monthly payment,
which represents amortization of prin-
cipal. The agreement shall contain a
provision for the resumption of monthly
payments thereafter In amounts which
will completely amortize the obligation
within its original maturity. The agree-
ment shall in no way affect the amount
of the annual insurance premium which
shall continue to be calculated in accord-
ance with the original amortization
provisions of the loan.
§ 203.473 Election of action.

Where a real estate mortgage, deed
of trust, conditional sales contract, chat-
tel mortgage, lien, Judgment, or any
other security device has been uzed to
secure the payment of a loan made under
the provisions of § 203.440 et ceq., the
lender may not, except with the approval
of the Commissioner, proceed against
such security and also make claim un-
der its contract of Insurance, but shal
elect which method It deires to puraue.

§ 203.474 baximum claim period.
The claim shall be filed within one

year from the date of default; or such
additional period of time as may be ap-
proved by the Cornmird ner if there Is
granted an eatension of the one year

Period within which claim shall be
made.
§ 203.476 Claim application and items

to be filed.
The claim for relfnbursement on an

Insured loan shall be made upon an ap-
plication form prescribed by the Com-
missioner. The applcat on shall be ac-
companied by:

(a) The f1scal data pertaining to the
loan transaction as required by the fiscal
data form.

(b) Receipts covering all disburse-
ments as required by the fiscal data
form;

(c) The original note and the security
held, assigned to the Commissioner with-
out recourse of warranty. except that no
act or omission of the lender shal have
Impaired the validity and priority of such
security;

(d) Any h-ad Insurance policies
held on property serving as security for
the loan, together with a copy of the
lender's notification to the carrier au-
thorizing the amendment of the loss
payable clause substituting the Commis-
sioner as the holder of the security.

(e) The assignment to the Commis-
sioner of all rights and interests arising
under the loan, and all claims of the
lender against the borrower or others
arisng out of the loan transaction;

(f) Any title evidence held by the
lender; -

(g) All property of the borrower held
by the lender or to which It Is entitled
and. If payment Is requested In deben-
tures, all cash held by the lender or to
which it is entitled, including deposits
made for the account of the borrower
and which have not been applied In re-
duction of the principal loan indebted-
ness;

(hl) All records, ledger cards, docu-
ments, boo-, papers and accounts re-
lating to the lom transaction;

(I) Any additional information or
data which the Commitsioner may m-
quire.
§ 203.477 Certificate T lender when

loan a-nigned.
At the time of the asignment of the

loan, the lender shall certify to the Com-
mloner that:

(a) The amount stated In the Instru-
ment of ass--nment Is actually due and
owing on the loan;

(b) There are no offsets of counter-
claims thereto, and the financial Insd-
tution has a good right to assign.
§203.478 Payment of insurance bene-

fits.
(a) Claim computation, items in-

cluded. Upon acceptable assignment of
the note and rzcurity instruments, the
Commis-ioner shall pay the lender an
amount equal to the unpyad princil
balance of the loan. plus:

(1) Any accrued interest due as of the
date of execution of the assignment of
the loan to the Commis-ioner.

(2) Any advances made previously
under the provisions of the loan instru-
ment and approved by the Commis-ioner.
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(3) Reimbursement for such reason-
able collection costs, court costs and at-
torney's fees as may be approved by the
Commissioner.

(4) Reimbursement for premiums paid
on any hazard insurance policies held
on the property.

(5) If payment is made in cash, an
amount equivalent to the debenture in-
terest which would have been earned, as
of the date insurance settlement occurs,
except that where the lender fails to
meet any one of the requirements of
§§ 203.476 and 203.477 and such failure
continues for more than 30 days (or such
further time as the Commissioner may
approve in writing), the dedenture in-
terest shall be computed for 30 days or
the extended period.

(b) Claim computation, items de-
ducted. If the lender is to receive cash,
there shall be deducted from the total
of the added items in paragraph (a) any
cash held by the lender or to which it is
entitled including deposits made for the
account of the borrower and which have
not been applied in reduction of the prin-
cipal loan indebtedness. o

(c) Method of Payment. Payment of
claim shall be made in the following
manner:

(1) Payment in cash. Unless a writ-
ten request for payment in debentures is
filed with the application, payment shall
be made in cash.

(2) Optional payment in debentures.
Payment shall be made in debentures
upon filing a written request with the
application.

(d) Special provision-payment in
debentures. All of the provisions of
§§ 203.479 through 203.487 of this subpart
shall be applicable in connection with the
payment in debentures of insurance
benefits under this subpart.
§ 203.479 Debenture interest rate.

Debentures shall bear interest from
the date of issue, payable semiannually
on the first day of January and the first
day of July of each year at the rate in
effect as of the date the commitment
was issued, or as of the date the loan was
endorsed for insurance,, whichever rate
is the higher. The following interest
rates are effective for the dates listed:

Effective rate (percent) On or after- Prior to-

4- -............... Ian. 1,1967 San. 1,106s
----............. Jan. 1,163 July 1,1969

... ............... July 1,199 .1970
------------------- Jan. 1,1970 July 1970

----------............... Jly 1,1970 San. 1,1971
-----------............... Jan. 1,1971 "uly 1,1971
5------------.............. JJuly 1,1971..........

§ 203.481 Maturity of debentures.
Debentures shall mature 10 years

from the date of Issue.
§ 203.482 Registration of debentures.

Debentures shall be registered as to
principal and interest.
§ 203.483 Denomination of debentures.

Debentures are available in denomina-
tions of $50, $100, $500, $1,000, $5,000

and $10,000. The Commissioner shall
issue debentures in the largest available
denominations unless otherwise request-
ed by the lender.
§ 203.484 Redemption of debentures.

Debentures shall, at the option of the
Commissioner and with the approval of
the Secretary of the Treasury, be re-
deemable at par plus accrued Interest
on any semiannual interest payment
date on 3 months' notice of redemption
given in such manner as the Commis-
sioner shall prescribe. The debenture
interest on the debentures called for re-
demption shall cease on the semiannual
interest payment date designated in the
call notice. The Commissioner may in-
clude with the notice of redemption an
offer to purchase the debentures at par
plus accrued interest at any time during
the period between the notice of redemp-
tion and the redemption date. If the
debentures are purchased by the Com-
missioner after such call and prior to
the named redemption date, the deben-
ture interest shall cease on the date of
purchase.
§ 203.486 Issue date of debentures.

The debentures shall be issued as of
the date of the execution of the assign-
ment of the loan in accordance with the
requirements of § 203.476(c).
§ 203.487 Cash adjustment.

Any difference of less than $50 be-
tween the amount of debentures to be
issued to the lender and the total amount
of the lender's claim, as approved by the
Commissioner, shall be adjusted by the
issuance of a check in payment thereof.
§ 203.488 Sale of interests in insured

loans.

No lender may sell or otherwise dispose
of any insured loan or group of insured
loans, or any partial interest in such
loan or loans by means of any agreement,
arrangement or device except pursuant
to this subpart.
§ 203.489" Sale of insured loan to ap-

proved lender.
An insured loan may be sold to another

approved lender. Upon such sale both
the seller and the buyer shall notify the
Commissioner within 30 days, on a form

,prescribed by the Commissioner.
§ 203.491 Effect of sale of insured loan.

When an insured loan is sold to an-
other approved lender, the buyer shall
thereupon succeed to all the rights and
become bound by all the obligations of
the seller under the contract of insurance
and the seller shall be released from its
obligations under the contract of
insurance.
§ 203.492 Assignments, pledges and

transfers by approved lender.
(a) An assignment, pledge or transfer

of an insured loan or group of insured
loans, not constituting a final sale, may
be made by an approved lender to an-
other approved lender provided the fol-
lowing requirements are met:

(1) The assignor, pledgor or trans-
feror shall remain the lender of record.

(2) The Commissioner shall havo no
obligation to recognize or deal with any
party other than the lender of record
with respect to the rights, benefits and
obligations of the lender under the con-
tract of insurance.

(b) An assignment or transfer of an
Insured loan or group of Insured loan
may be made by an approved lender to
other than an approved lender provided
the requirements under paragraph (It)
(1) and (2) are met and the following
additional requirements are met:

(1) The asslgnee or transferee vhall bo
a corporation, trust or organization (In-
cluding but not limited to any pentdon
trust or profit-sharing plan) which certi-
fies to the approved lender that:

(I) It has assets of $100,000 or more;
and

QI) It has lawful authority to hold an
insured loan or group of insured loans.

(2) The assignment or transfer vihall
be made pursuant to an agreement under
which the transferor or assignor is obli-
gated to take one of the following alter-
nate courses of action within one year
from the dato of the assignment or
within such additional period of time as
may be approved by the Commissioner:

(i) The transferor or asignor shall
repurchase and accept a reassignment of
such loan or group of loans.

(ii) The transferor or assignor shall
obtain a sale and transfer of such loan ox
group of loans to an approved lender.

(c) Notice to or approval of the Com-
missioner Is not required in connection
with assignments, pledges or transfers
pursuant to this section.
§ 203.493 Declaration of trsit.

A sale of a beneficial interest In a
group of insured loans, where the Interest
to be acquired is related to all of the
loans as an entirety, rather than an
interest in a specific loan, shall be made
only pursuant to a declaration of trust,
which has been approved by the Com-
missioner prior to any such sale.
§ 203.495 Transfero of partial fitcre~ta.

A partial Interest in an insured loan
may be transferred under a participation
agreement without obtaining the ap-
proval of the Commissioner, If the fol-
lowing conditions are met:

(a) Principal mortaticc. The Insured
loan shall be held by an approved lender
which, for thQ purposes of this section,
shall-be referred to as the "principal
lender".

(b) Interest of principal lender. The
principal lender shall retain and hold
for its own account a financial interest
in the insured loan.

(c) dualiflcation for holding partial
interest. A partial interest In an Insured
loan shall be issued to and held only by:

(1) A lender approved by the Com-
missioner; or

(2) A corporation, trust or organiza-
tion (including, but not limited to any
pension fund, pension trust, or profit-
sharing plan) which certifies to the
principal lender that:

(I) It has assets of $100,000 or more;
and
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Qi) It has lawful authority to acquire
a partial interest in an insured loan.

(d) Participation agreement provi-
sions. The participation agreement
shall Include provisions that:

(1) The principal lender shall retain
title to the loan and remain the lender
of record under the contract of 10an
insurance.

(2) The Commissioner shall have no
obligation to recognize or deal with any-
one other than the principal lender with
respect to the rights, benefits, and ob-
ligations of the lender under the con-
tract of ln~urance.

(3) The loan documents shall remain
in the custody of the principal lender.

(4) The responsibility for servicing
the insured loans shall remain with the
principal lender.

ExTENsIoN oF Tnax

§ 203.496 Actions to Le taken by mort-
gagee or lender.

- With respect to any action required by
the mortgagee or lender within a period
of time prescribed by this subpart the
Commissioner may extend such period.

A¢DM&ENTS

§ 203.499 Effect of amendments.
The regulations in this subpart may be

amended by the Commissioner at any
time and from time to time, in whole or
in part, but such amendment shall not
adversely affect the interests of a mort-
gagee or lender under the contract of
insurance on any mortgage or loan al-
ready insured and shall not adversely
affect the interests of a mortgagee or
lender on any mortgage or loan to be
insured on which the Commissloner has
made a commitment to insure.

PART 205-MORTGAGE INSURANCE
FOR LAND DEVELOPMENT [TITLE X]

Subpart A-Elgibility Requirements
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1U.S.C. 1749jI.

Subpart A-Eligibility Rcquirements
Dm)=nmo:.s

§ 205.1 Defiuitions.
As used in this subpart, the following

terms shall have the meaning ndicated:
(a) "Act" means the National Housing

Act.
(b) "Secretary" means the Secretary

of Houslng and Urban Development or
his authorized representatives.

(c) "Commln'loner" means the Fld-
eral Housing Commissioner qr his au-
thorized representatives.

(d) "Improvements" mean water
lines and water supply Installatlons,
sewer lines and sewage disposal Instal-

lations; steam, ca, end electric lines
and Installations; roads; streets; curbs;
gutters; sidewahl; storm drainage fa-
clUties; and other installatfons or work,
whether on or off the site of the mort-
Caged property, which the Commis-
sloner deems nemc-ary or desiabla to
prepare land primarily for residential
and related uses or to provide facilities
for public or common use. Related ues
may include industrial uses, with sites
for such us- to be in proper proportion
to the size and scope of the develop-
ments. The public or common facii--
ties shall include only such buldings as
are needed in connection with water
supply or sewage dsp asal Installations;
or steam, Cas, or electric lines or instal-
lations; and such building, other than
schools, as the Commissioner considers
approprlate, which are to be owned and
maintained jointly by the property
owners.

(e) "Insured mortgage" means a
mortgage insured by the endorsement of
the credit Instruxent by the Commis-
sloner.

(f) 'Lnd development" means the
procems of maldi, Installing, or con-
structing Improvementm

(a) 'ocal public body" means a
county, city, or other political subdivi-
sion within which a land development
project or part of such project is estab-
1shed, and any other political subdivi-
sion, public agency, or instrumentality of
one or more States, counties, or political
subdivisions empowered under law to
take or withhold any action required in
connection with the establishment of
such project.

l) "Maturity date" means the date
on which the mortgage Indebtedness
would be exti-nuished if paid in accord-
ance with the payments provided for in
themortg_e.

(1) "Mort-age" means such a first lien
upon real estate and other property as
Is commonly given to secure advances on,
or the unpaid purh.-e price of, real
estate under the laws of the State, dis-
trict or territory in which the real estate
is located, together with the credit in-
strument or Instuments, If any, ;cured
thereby.

(J) ".ortgagee" means the original
lender under a mortgage, and its succes-
sops and as-gn, and includes the hold-
era of credit instrumcnts 1ssu2d under a
trust indenture, mortgage or deed of
trust pursuant to which such holders act
by and throu!h a tru-ee therein named.

(h) "Mortgagor" mens the original
borrower under a mortgage and it suc-
cessors and asigns.

(1) "Project' means the land develop-
ment and Improvements which meet the
land development criteria established by
the CommLmsoner and which are to be
paid for in part with proceeds of an in-
sured mortgage or mortage.

(m) "State" Includes the several
States, Puerto Rico, the DIstrict of Co-
lumbla, Guam, nd the Virgin land. ;.

(o) tRezervedl
(p) "State" Includes the several States,

Puerto Rico, the D1ztrlct of Columbia,
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Guam, the Trust Territory of the Pacific
Islands, and the Virgin Islands.

PRELILEINARY EXA=ATIOI; AND
APPLICATION

§ 205.5 Preliminary examination.

Prior to the filing of an application,
the sponsor of a land development proj-
ect shall request and be given an analysis
of the proposed project. No fee shall be
charged for the analysis.
§ 205.7 Filing of application.

An application for the issuance of
either a condition or firm commitment
for insurance of a mortgage on a project
shall be submitted by an approved mort-
gagee and by the sponsors of such proj-
ect through the local FRA office on an
approved FHA form. No application shall
be considered unless the information,
documents, and exhibits required by the
application are furnished.

FEES AND CHARGES

§ 205.10 Application and commitment
fees.

(a) Application for conditional com-
mitment. An application fee of $1.50 per
thousand dollars of the amount of the
mortgage applied for shall accompany
the application for a conditional com-
mitment.

(b) Application for'firm commitment.
An application for a firm commitment
shall be accompanied by the payment of
an application fee of $1.50 per thousand
dollars of the amount of the mortgage
applied forif such fee has not been pre-
viously subffiltted. A commitment fee, in
an amount which, when added to the
application fee, will aggregate $4.50 per
thousand dollars of the mortgage applied
for, shall also be submitted with the
application for a firm commitment.
§ 205.12 Conditions of commitment.

(a) Conditional commitment. The is-
suance of a conditional commitment in-
dicates completion of the Commissioner's
preliminary analysis of the project and
constitutes an agreement by the Com-
missioner, subject to specified terms and
conditions, to accept an application for
a firm commitment.

(b) Firm commitment. The issuance
of a firm commitment indicates the Com-
missioner's approval of the application
for insurance gnd sets forth the terms
and conditions upon which the mortgage
will be insured.

(c) Types of firm commitment. The
firm commitment may provide for the
insurance of advances of mortgage
money made during construction or may
provide for the insurance of the mort-
gage after, completion of the improve-
ments.

(d) Term of commitment. (1) A con-
ditional commitment shall be effective
for whatever term is specified in the text
of the commitment.

(2) A firm commitment to insure ad-
vances shall be effective for a period of
not more than 180 days from the date of
issuance.

(3) A firm commitment to insure
upon completion shall be effective for a

designated term within which the mort-
gagor is required to begin construction,
and if construction is begun as required,
the commitment shall be effective for
such additional period, estimated by the
Commissioner, as will allow for comple-
tion of construction.

(4) The term of either a conditional
or firm commitment may be extended in
such manner as the Commissioner may
prescribe.

(e) Reopening of expired commit-
ments. An expired conditional or firm
commitment may be reopened if a re-
quest for reopening is received by the
Commissioner within 90 days of the ex-
piration of the commitment. The re-
opening request shall be accompanied by
a fee of 50 cents per thousand dollars of
the amount of the expired commitment.
If the reopening request is not received
by the Commissioner within the required
90-day period, a new application, accom-
panied by the required application and
commitment fee, must be submitted.
§ 205.17 Fees on increases.

(a) Increase in firm commitment
prior to endorsement. An application,
filed prior to initial endorsement (or
prior to endorsement in a case involving
insurance upon completion), for an in-
crease in the amount of an outstanding
firm commitment shall be accompanied
by a combined additional application
and commitment fee. This combined ad-
ditional fee shall be in an amount which
will aggregate $4.50 per thousand dollars
of the amount of the requested increase.

(b) Increase in mortgage between ini-
tial and final endorsement. Upon an ap-
plication, filed between initial and final
endorsement, for an increase in the
amount of the mortgage, either by
amendment or by substitution of a new
mortgage, a combined additional applica-
tion and commitment fee shall accom-
pany the application. This combined ad-
ditional fee shall be in an amount which
will aggregate $4.50 per thousand dollars
of the amount of the increase requested.

§ 205.20 Transfer fee.

Upon application for approval of a
transfer of physical assets or the sub-
stitution of mortgagors, a transfer fee of
50 cents per thousand dollars shall be
paid on the original face amount of the
mortgage in all cases, except that a
transfer fee shall not be paid where both
parties to the transfer transaction are
nonprofit organization.
§ 205.22 Refund of fees.

If the amount of the commitment is-
sued or increase in mortgage granted is
less than the amount applied for, the
Commissioner shall refund the excess
amount of theaapplication and commit-

,ment fees submitted by the applicant. If
an application is rejected before it is as-
signed for processing, or in such other
instances as the Commissioner may de-
termine, the entire application and com-
mitment fees or any portion thereof may
be returned to the applicant. The com-
mitment and reopening fee may be re-
funded, in whole or in part, if it is de-

termined by the Commissioner that there
is a lack of need for the housing or that
the construction or financing of the proj-
ect has been prevented because of con-
demnation proceedings or other legal
action taken by a governmental body or
public agency, or in such other Inqtances
as the Commissioner may determine. A
transfer fee may be refunded only In
such instances as the Commissioner may
determine.
§205.25 laximum fees and clhargcq

by mortgagee.
The mortgagee may collect from the

mortgagor the amount of the fees pro-
vided for in this subpart. The mortgagee
may also collect from the mortgagor an
initial service charge in an amount not
to exceed 2 percent of the original prin-
cipal amount of the mortgage, to reim-
burse the mortgagee for the coot of
closing the transaction. Any additional
charges or fees collected from the mort-
gagor shall be subject to prior abproval
of the Commissioner.

ELIGIBL MoRTGAGoRs

§ 205.30 Eligible mortgagors.
(a) General requirements. In order

to be eligible as a mortgagor under this
subpart, the applicant must be a mort-
gagor approved by the Commissioner,
which is regulated or restricted by the
Commissioner as to capital structure,
use of property and methods of opera-
tion. A public body shall not be eligible
for approval as a mortgagor. The reg-
ulation or restriction of the mortgagor
shall continue until the termination of
all obligations of the Commissioner un-
der the insurance contract and during
such further period of time as the Com-
missioner shall be the owner, holder, or
reinsurer of the mortgage. The regula-
tion or restriction may be in the form of
a regulatory agreement, corporate char-
ter or such other means as the Commis-
sioner may approve.

(b) Special requirements-watcr or
sewer systems. The owner of a privately
or cooperatively owned water or sewer
system may be approved as a mortgagor.
Such mortgagor shall be regulated by
the Commissioner with respect to capital
structure, methods of operation, rate of
return, user rates and charges, and the
terms and conditions of any cale or
transfer. This regulation by the Com-
missioner shall continue for the entire
period of private or cooperative owner-
ship or until the Commissioner Is rmtls-
fled that adequate provision eists,
through governmental regulation or
other means, to protect the system users
as to the methods of operation, ratc,
charges, and disposition of such system.

ELIGIBLn MoflroAGrrs
§ 205.35 Qualification of lentler.

The provisions of §§ 203.1 through
203.4 and 203.6 through 203.0 of this
chApter shall govern the eligibility, qual-
ifications and requirements of mort-
gagees under this subpart.
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ELIGIBLE MORTGAGES

§ 205.40 Mortgage forms.

(a) Approval of forms. The mort-
gage sbll be executed upon a form ap-
proved by the Commissioner for use in
the jurisdiction where the project Is lo-
cated.

(b) Changes in form. No changes In
the approved form shall be made without
the prior written Approval of the Com-
missioner.
§ 205.42 Eligibility of property.

A mortgage to be eligible for Insurance
shall be on real estate held:

(a) In fee simple; or
(b) Under a lease for not less than 99

years which is renewable; or
(c) Under a lease having a term which

is determined by the Commissioner as
sufficient to cover the period for develop-
ment of the project plus the period nec-
essary to meet the leasehold eligibility
requirements for obtainihg the FHA fi-
nancing of the dwelling units to be con-
structed upon completion of the project.
§ 205.45 Mortgage lien.

The mortgagor shall certify at the time
application is made for the final insured
advance of mortgage proceeds, with re-
spect to that portion of the mortgaged
property not released from the lien of the
mortgage, that:

(a) The mortgage is the first lien upon
that portion of the project upon which
the improvements (exclusive of those In-
volving facilities intended for public use
that are in public ownership) have been
made or constructed.

(b) The property upon which the im-
provements have been made or con-
structed is covered by a mortgage which
is free and clear of all liens other than
the insured mortgage and such other
liens as may be approved by the Com-
missioner; and

(c) There will not be outstanding any
-other unpaid obligations in connection
with the mortgage transaction, the pur-
chase of the mortgaged property, or the
improvements which have been made or
constructed, except obligations approved
by the Commissioner.
§ 205.47 Mortgage amortization and

maximum maturity.
(a) The mortgage shall contain amor-

tization or sinking fund provisions satis-
factory to the Commissioner.

(b) The mortgage shall have a matur-
ity not to exceed 10 years from the date
of initial endorsement or such longer ma-
turity as the Commissioner deems rea-
sonable in each of the following
instances:

(1) In the case of a privately owned
system for water or sewage.

(2) In the case of a new community
meeting the requirements of § 205.86.

- (3) In a case where the Commissioner
determines that unusual or unforseen
circumstances make such longer ma-
turity necessary in order to avoid undue
hardship to the mortgagee.
§ 205.50 Maximum interest rate.

The mortgage shall bear interest at
the rate agreed upon by the mortgagee

and the mortgagor, which rate shall not
exceed 7 percent, except that where a
letter inviting submission of an applica-
tion for commitment was issued by the
Secretary before February 18, 1971, or
an application for commitment was re-
ceived by the Secretary before Febru-
ary 18, 1971, the mortgage may bear in-
terest at the maximum rate In effect at
the time of issuance of the letter or
receipt of the application.
§ 205.52 Maximum mortgage anount-

dollar limitation.
A mortgage or the total principal obli-

gation of all mortgages for any one proj-
ect shall at'no time exceed $25 million.
§ 200.55 Maximum morigage amount-

loan-to-valuc limitation.
A mortgage shall involve a principal

obligation not in excess of the lesser of
the following:

(a) 75 percent of the Commissioner's
estimated value of the property covered
by the mortgage security as of the com-
pletion of the development to be financed
with assistance under this part; or

(b) 50 percent of the Commissioner's
estimated value of the land before devel-
opment plus 90 percent of the Commis-
sioner's estimated cost of such develop-
ment.
§ 205.57 Reduced morIgage amount-

leaseholds.
In the event the mortgage Is on a

leasehold estate rather than on a fee
simple holding, the value or replacement
cost of the property on which the mort-
gage is based Is the value or replacement
cost of the property in fee simple re-
duced by an amount equal to the capi-
talized value of the ground rent.
§ 205.60 Application of payments.

The mortgage shall contain a provision
satisfactory to the Commlgsoner, setting
forth the manner in which the mort-
gagee shall apply payments. No pre-
paymentpenalty will be permitted.
§ 205.62 Standard for acceptability.

In order for a mortgage to be accept-
able for insurance, the property or proj-
ect shall represent a good mortgage in-
surance rsk.
§ 205.65 Zoning, deed' or building

restrictions.
The project when completed shall not

violate any material zoning or deed re-
strictions applicable to the project site,
and shall comply with all applicable
building and other governmental regula-
tions and requirements.
§ 205.67 Issuance of bonds secured by

trust indenture.
In the event that bonds or other obli-

gations are to be issued as a part of the
insured mortgage transaction, the form
of bonds and the form of trust indenture
shall be subject to the approval of the
Commissioner, and shall be subject to
all of the following conditions:

(a) The Trustee shall be an approved
mortgagee authorized to act In a fiduci-
ary capacity.

(b) The Trustee shall be the holder of
record of the insured mortgage (repre-
sented by the trust indenture) and shall
be authorized to act on behalf of the
holders of the bands or other obligations
in all matters concerning the mortgage
Insurance contract.

c) The holders of the bonds shall look
solely to the Trustee for the benefits of
the contract of mortgage Insurance.
The trust indenture shall expressly au-
thorize the Commissioner to make p3y-
ment of any Insurance claim to the
Trustee, without liability or accounta-
bility to the bondholders to see to the
application of the mortgage Insurance
contract benefits.

(d) The bands or other obligations
shall be Issued only to holders meeting
one of the following qualifications:

(1) A mortgagee approved by the
Commissioner.

(2) A pension or retirement fund or a
profit-sharing plan, having lawful au-
thority to acquire the bonds or other
obligations, which fund is maintained
and atrnstered by a corporation or by
a governmental agency or by a trustee
or trustees.

(3) A charitable or nonprofit organi-
zation.

COMrM1T=.X T TO Iusum
§ 205.70 Issuance of commitment.

Upon approval of an application for
insurance, a commitment shall be Is-
sued by the Commissioner setting forth
the terms and conditions upon which the
mortgage will be insured.
§ 205.72 Types of commitment.

The commitment may provide for the
insurance of advances during construc-
tion or for insurance upon completion.
§ 205.73 Term of commitment.

If the commitment fee Is paid as re-
quired, a commitment shall have a term
which is determined as follows:

(a) A commitment to Insure advances
shall be effective for a period of not more
than 180 days from the date of Issuance.

(b) A commitment to insure upon
completion shall be effective for a desig-
nated term within which the mortgagor
is required to becin construction, and If
construction is begun as required, the
commitment shall be effective for such
additional period, estimated by the Com-
missioner, as will allow for completion
of construction.

c) The term of a commitment may be
extended In such manner as the Commis-
sioner may, from time to time, prescribe.

d) If the payment of a commitment
fee is not received by the Commissioner -
wIthin 30 days after the date of Issuance
of a commitment, the commitment shall
expir' on the 30th day.
§205.75 Reopening of expired com-

mltment.
An expired commitment may be re-

opened if a request for reopening is re-
ceived by the CommLssioner within 91
days of the expiration of the commit-
ment The reopening request shall be
accompanied by a fee of 50 cents per
thousand dollars of the amount of the
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expired commitment. A commitment
which has expired because of failure to
pay the commitment fee may be reopened
only upon payment of the commitment
fee and the reopening fee. If the reopen-
ing request Is not received by the Com-
missioner within the required 90-day
period, a new application, accompanied
by an application fee, shall be submitted.
If a commitment for an increased
amount has expired because of failure
to pay an additional commitment fee
based on the amount of the increase, the
reopening fee shall be computed on the
basis of the amount of the commitment
increase rather than on the amount of
the original commitment.
§ 205.77 Extension of commitment.

Where the mortgagee has failed to take
action within the period of time re-
quired in order to prevent the expiration
of a commitment or in order to reopen
an eipired commitment, the Commis-
sioner may extend such period and may
retroactively reinstate or reopen such
commitment.

IN5URATCE OF ADVAI CES

§ 205.80 Building loan agreement.
Prior to the initial endorsement of the

mortgage for insurance, the mortgagor
and the mortgagee shall execute a build-
Ing loan agreement, approved by the
Commissioner, setting forth the terms
and conditions under which progress
payments may be advanced during con-
struction. To be covered by mortgage in-
surance, each progress payment shall be
approved by the Commissioner.
§ 205.82 Assurance of completion.

(a) Assurance of completion satisfac-
tory to the Commissioner shall be fur-
nished in one of the following forms:

(1) A bond of a surety Company satis-
factory to the Commissioner on a form
approved by the Commissioner. The
bond shall be in the amount of 100 per-
cent (or such lesser amount as approved
by the Commissioner) of the cost of the
Improvements as estimated by the
Commissioner.

(2) An escrow deposit with the mort-
gagee (or with a depository satisfactory
to the mortgagee and the Commissioner)
of cash or securities of, or fully guaran-
teed as to principal and interest by, the
United States of America in such amount
and under a completion assurance agree-
ment acceptable to the Commissioner ex-
cept that PHA debentures may not be
used for such deposit.

(b) The mortgagee may accept, in
lieu of a cash deposit required by para-
graph (a) (2) of this secdtion, an uncon-
ditional Irrevocable letter of credit is-
sued to the mortgagee by a banking insti-
tution. In the event a demand under the
letter of credit is not Immediately met,
the mortgagee shall forthwith provide
cash equivalent to the undrawn balance
thereunder.

SPECIAL flECIRELQII2T

§ 205.85 Land development criteria.
(a) The land shall be developed in

accordance with a plan that:

(1) Is acceptable to the Commissioner
as providing reasonable assurance that
the land development will contribute to
good living conditions in the area being
developed;

(2) Is consistent with a comprehen-
sive plan which covers, or with compre-
hensive planning being carried on for,
the area in which the land is situated
and which meets criteria set forth by
the Commissioner.

(b) The Commissioner shall receive as-
surances satisfactory to him that the
area being developed will:

(1) Have a sound economic base and
a long economic life;

(2) Be characterized by sound land
use patterns; and

(3) Include or be served by such shop-
ping, school, recreational, transportation,
and other facilities as the Commissioner
deems adequate or necessary.

(c) The land development shall be
undertaken and carried out pursuant to
a schedule that will assure the use of such
land for the purpose for which it is de-
veloped within the shortest reasonable
period of time consistent with the ob-
Jectives of sound and economic com-
munity growth or urban development.
The schedule shall provide specific in-
formation as to the propsed period of
time in which the sale or other use of
the developed land shall take place, and
in which construction of residential or
other buildings shall commence on the
developed land.

(d) If there is no comprehensive plan
which covers, or no such comprehensive
plan being carried on for, the area in
which the land is situated, the require-
ment of paragraph (a) (2) of this section
is not applicable to any project covered
by an insurance commitment issued on
or after December 31, 1970 and before
January 1, 1972.
§ 205.86 Ne. community criteria.

A mortgage satisfying all of the other
requirements of this subpart may be ap-
proved by the Commissioner for insur-
ance as covering a project involving the
development of a new community, if the
following requirements are met:

(a) The construction of the new com-
munity has been approved by the local
governing body of the locality where It Is
to be located and approved by the Gover-
nor of the State, except that the Gover-
nor's approval shall not be required if
the Commissioner determines the local-
ity has been delegated general powers
of local self-government by the State.

(b) It Is determined by the Secretary
that the new community, in view of ito
size and scope, will make a substantial
contribution to the sound economic
growth of the area within which It Is to
be located In the form of:

(1) Substantial economies in the de-
velopment of Improved residential .sites
through the use of large-scale methods.

(2) Adequate 1housing for those who
would be employed in the community or
the surrounding area.

(3) MaxImum accessibility from the
new residential sites to industrial or
other employment centers and to com-

mercial, recreat!onal, and cultural facil-
Ities In or near the community.

(4) Maximum accessibility to any
major central city in the area.
§ 205.87 Eqity requremenig.

(a) Funds and Jlnaneec-insurrcd ad-
vances. If the commitment provides for
insurance of advances during construco-
tion, the following reqvircment.s vhall be
met:

(1) The mortgagor shall d6posilt with
the mortgagee, prior to initial endorve-
ment, an amount deemed by the Com-
missioner to be sufficient (when added
to the proceeds of the Inoured mortgafeT)
to defray during the course of constrttc-
tion, payments for accrued ta,:cs, has'rd
insurance premiums, and an ezd ments
required by the terms of the mortgage,

(2) The mortgagor shall deposit with
the mortgagee, prior to Initial endoro-
ment, cash deemed by the Commissioner
to be suicient (when added to the pro-
ceeds of the Insured mortgage) to assuro

* completion of the project and to pay the
initial service charge, the carrylng
charges, and the legal and organization
expenses incident to the project. The
cash shall be held by the mortgagee un-
der an appropriate agreement. rpproved
by the Commissioner, requiring that
prior to the advance of any mortgage
money, all such cash be disbursed for
work and material on the physical im-
provements, and for any other charges
and expenses which are payable.

(3) All fees and charges to be paid
by the mortgagor in connection with
financing which are in e,:cess of the
Iitlal service charge and which have
been approved by the Commissioner shall
be deposited with the mortgagee in cash,
prior to Initial endorsement, unle-3 other
arrngements acceptable to the Con,-
missioner are made.

(b) Deposit and me of fundo. Unl ss
other arrangements acceptable to the
Commissioner are made, the funds re-
ferred to in paragraph (a) of this section
shall be deposited with and hold by the
mortgagee In a special account or by an
acceptable depository, designated by the
mortgagee, under an appropriate agree-
ment approved by the Commisoner.

(c) Letter oJ credit. The mortgagee
may accept, in lieu of a cash deposit
required by paragraphs (a) (1) and (3)
of this section, an unconditional Irrevo-
cable letter of credit Issued to the mort-
gagee by a banl ng Institution. In the
event a demand under the letter of credit
is not Immediately met, the mortgagee
shall forthwith provide cash equivalent
to the undrawn balance thereunder.
§ 205.90 Escrow for offito utiIihc i and

streets.

(a) The Commissioner shll reqtilro
assurance of completion of offAto public
utilities and streets In all cvses, e:xcept
where a municipality or other public
body has by agreement (acceptable to
the Commissioner) agreed to Install such
utilities and streets without cost to the
mortgagor. Where such assuraneo .s re-
quired, it shall be either in the form of a
cash escrow 'deposit or the retention of a
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specified amount of mortgage proceeds
by the mortgagee. If a cash escrow is
used, it shall be deposited with the mort-
gagee or with an acceptable trustee or
escrow agent designated by the mort-
gagee. If mortgage proceeds are used,
the mortgagee shall retain under terms
approved by the Commissioner, rather
than disburse at the initial closing of the
mortgage, a portion of the mortgage
proceeds allocated to land in the project
analysis. As additional assurance, the
Commissioner may also require a surety
company bond or bonds.

(b) The mortgagee may accept, in lieu
of a cash deposit required by paragraph
(a) of this section, an unconditional Ir-
revocable letter of credit issued to the
mortgagee" by a banking institution. In
the event a demand-under the letter of
credit is not immediately met, the mort-
gagee shall forthwith provide cash equiv-
alent to the undrawn balance thereunder.
§ 205.92 Water and sewerage facilities.

(a) Requirements in general. The
project, after development, shall be
served by public systems for water sup-
ply and sewage disposal consistent with
other existing or prospective systems in
the area, except that private systems
may be used if they meet the require-
ments of paragraphs (b) and (c). In all
projects, the system for sewage disposal,
including storm sewers and storm drain-
age facilities, shall not be approved by
the Commissioner unless he finds that
such system will not contribute to the
pollution of local waterways.

(b) Private water systems. The Com-
missioner may approve the use of a
privately or cooperatively owned water
system If he makes each of the following
determinations with respect to the sys-
tem:

(1) It will be consistent with other ex-
isting or prospective systems within the
-area.

(2) It will be adequate to serve the
needs of the area being developed.

(3) It will be regulated, during the
period of ownership, by the State or a
political subdivision or an agency there-
of, or in the absence of such State or
local regulation, it will otherwise be reg-
ulated in a manner acceptable to the
Commissioner. The regulation shall
cover user rates and charges, capital
structure, methods of operation, rate of
return, and conditions and terms of any
sale or transfer.

(c) Private sewerage systems-()
Existing systems. The Commissioner
may approve the use of an existing
privately or cooperatively owned sewer-
age system if he determines that the sys-
tem will be adequate to serve the needs
of the area being developed and that its
operation will be regulated by the State
or a political subdivision or an agency
thereof, or in the absence of such State or
local regulation, it will otherwise be reg-
ulated in a manner acceptable to the
Commissioner. The regulation shall
cover user rates and charges, capital
structure, methods of operation, rate of
return, and conditions and terms of any
sale or transfer.

RULES AND REGULATIONS

(2) New sijstems. The Commissoner
may approve the use of a newly developed
privately or cooperatively owned cewer-
age system if he makes each of the fol-
lowing determinations with respect to
the system:

(I) Public ownership of the system Is
not feasible.

(i) It will be adequate to serve the
needs of the area being developed.

(ll) It will be consistent with other
existing or prospective systems within
the area.

(iv) It will be regulated during the
period of ownership by the State or a
political subdivision or any agency there-
of, or In the absence of such State or local
regulation, It will otherwise be regulated
in a manner acceptable to the Cormnis-
sioner. The regulation shall cover user
rates and charges, capital structure,
methods of operation, and rate of return.

v) Adequate plans exist for the sale
or transfer of the system to a local pub-
lie authority under terms and conditions
which are satisfactory to the Commis-
sloner and which provide reasonable as-
surance the sale or transfer will even-
tually be made.

PanvAxrnw WAGE REQUME= =
§ 205.95 Labor standards.

Any iontract, subcontract, or building
loan agreement executed for the per-
formance of construction of the project
sacll Comply with all applicable stand-
ards and provisions of the Regulations of
the Secretary of Labor, published in Title
29, Code of Federal Regulations, as Part 6
of Subtitle A thereof, and as amended
from time to time.
§ 205.97 Ineligible contractors.

No land development contract shall
be entered into with a general contrac-
tor or a subcontractor If such contractor
or subcontractor (or any firm, corpora-
tion, partnership or association in which
such contractor or subcontractor has a
substantial interest) Is on the ineligible
list of contractors or subcontractors es-
tablished by the Commissioner or by the
Comptroller General pursuant to the
Regulations of the Secretary of Labor
(29 CFR 5.6(b)).
§ 205.100 Ineligible advances.

Unless approved by the Comnissioner,
no advance under the mortgage shall be
eligible for insurance after notification
from the Commissioner that the general
contractor or any subcontractor (or any
firm, corporation, partnership, or asso-
ciation in which such contractor or sub-
contractor has a substantial interest)
was, on the date the contract or subcon-
tract was executed, on the ineligible list
established by the Commisioner or by
the Comptroller General pursuant to the
provisions of the Regulations of the See-
retary of Labor (29 CFR 5.6(b)).
§205.102 Wage certificate.

No advance under the mortgage shall
be eligible for insurance unless there Is
filed with the application for such ad-
vance a certificate as required by the
Commissioner. The certificate shall
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state that the laborers and mechanIcz
employed in the construction of the proj-
ect have ben paid not lezs than the
wages prevailing in the locality for the
corresponding clases of laborers and
mechanic. employed on construction of
imlar character. The prevailing wage

determination shall be made by the Sec-
retary of Labor prior to the beginning of
construction and after the date of filing
of the application for Insurance.
§ 205.105 Discrimination prohibited.

Any contract or subcontract executed
for the development of land shall contain
a provision that there shall be no dis-
crimination against any employee, or
applicant for employment because of
race, color, creed, or national ori.
Where the mortgagor is the general con-
tractor, the building loan agreement
shall contain the above provisions.

CosT CEmn='cszorn RoEQrmu s
§ 205.110 Certification of cost require-

ments.
(a) Prior to initial endorsement of the

mortgage for Insurance, the mortgagor,
the mortgagee, and the Commissioner
shall enter into an agreement approved
by the Commissioner for the purpose of
precluding any excess of mortgage
proceeds over the amounts specified In
§ 205.132. Under this agreement, the
mortgagor shall agree to:

(1) Disclose its relationship with the
general contractor, including any col-
lateral agreement, and with subcontrac-
tors and suppliers;

(2) Enter into a development contract
the terms of which shall depend on
whether or not there exists an identity
of interest between the mortgagor and
the contractor;

(3) Execute a certificate prior to each
Insured advance showing actual amounts
disbursed prior to the Initial endorse-
ment of the mortgage for insurance or
since the last insured advance; and

(4) Apply any excess of mortgage
proceeds over the amounts specified in
§ 205.132 to reduction of the outstand-
ing balance of the principal of the mort-
gage, as and when directed by the Com-
missioner.

(b) The provisions of subp~ragraphs
(1) and (2) of paragraph (a) of this sec-
tion shall not apply where the mort-
gagorls the general contractor.
§ 205.112 Form of contract.

The form of contract between the
mortgagor and the general contractor
shall be in accordance with the following:

(a) Lump sum contract- If the Com-
missioner determines that neither the
mortgagor nor any of the officers, direc-
tors, stoscholders, partners or bene-
flclaries of the mortgagor have any In-
terest in the general contractor, there
may be used a lump sum form of con-
tractproviding for payment of aspecified
amount.

(b) Fxied fee contract. If the Com-
missioner determines that the mortgagor,
its officers, directors, stockholders, pazt-
ners or beneficiaries have any Interest,
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financial or otherwise, in the general
contractor, the form of contract shall
provide for payment of the actual cost
of land development not to exceed an
upzet price and mayprovide for payment
of a fixed fee to the general contractor
which shall not exceed a reasonable al-
lowance as established by the Commis-
sioner, in accordance with customary
practices In the area.
§ 205.115 Certificate as to subcontracts.

If the Commissioner determines that
the mortgagor, its officers, directors,
stockholders, partners or beneficiaries
have any interest, financial or otherwise,
in any subcontractor or material sup-
plier, the mortgagor shall certify (at such
times and in such form as may be pre-
scribed by the Commissioner prior to
final endorsement of the mortgage for
insurance) that the amounts paid to
such subcontractor or material supplier
were not more than the rate prevailing
in the locality for similar type labor and
materials.
§ 205.1-17 Certificate of actual cost-

contents in general.
(a) Submission of certificates. The

mortgagor's certificate of actual cost, In
a form prescribed by the Commissioner,
shall be submitted prior to each Insured
advance.

(b) Items to be included. Each cer-
tificate shall show the actual cost to the
mortgagor of items as follows:

(1) Development contract, where the
mortgagor and the general contractor
are separate entities.

(2) Construction of the improvements,
where the mortgagor is the general con-
tractor and there is no development
contract.'

(3) Architect's fee, engineer's fee, and
land planning fees.

(4) Offsite public utilities and streets
not included In computations under sub-
pftragraphs (1) and (2) of this para-
graph.

(5) Organization and legal work.
(6) Other Items of expense approved

by the Commissioner.
(c) Items not to be Included. The

certificate shall not include as actual cost
any kickbacks, rebates, trade discounts,
or other similar payments to the mort-
gagor, or to any of its officers, directors,
stockholders, partners, or beneficiaries.
Any such payments shall be deducted
from the costs determined under para-
graph (b) of this section.
§ 205.120 Certificate of actual cost-

fixed fe3 or no contract,
In the case of a cost plus fixed fee con-

tract or where the mortgagor is the gen-
eral contractor and there is no develop-
ment contract, the certificate of actual
cost, In addition to the requirements of
§205.117, shall show the following
allowances:

(a) Such general overhead items as
are acceptable to the Commissioner.

(b) A reasonable allowance for the
general contractor's profit as established
by the Commissioner..

RULES MID PEGULA IONS

§205.122 Certificate of actual cost-
suhcontractor's cct.

<) Submission of ce tiftcates. The
Commissioner may require the mort-
gagor to submit a certificate of actual
cbst showing all amounts actually paid
by a subcontractor, material supplier or
equipment lessor, where it is determined
by the Commissioner that an identity
of interest exists between either of the
following:

(1) The mortgagor or any of its offl-
cers, directors, stockholders, partners or
beneficiaries and any subcontractor,
material supplier, or equipment lessor.

(2) The general contractor and any
subcontractor, material supplier, or
equipment lessor.

(b) Items to be included. Each cer-
tificate shall show the amounts paid for
labor, materials, subcontracts and-over-
head.

(c) Items not to be included. The
certificate shall not include amounts
paid for any kickbacks, rebates, trade
discounts, or other similar payments to
the general contractor, the mortgagor,
or any of its officers, directors, stock-
holders, partners, or beneficiares.
§ 205.125 Contractor's certification-

fixed fee contract,

A general contractor receiving a fixed
fee shall certify, In form prescribed by
the Commissioner, as to all actual costs
paid for labor, materials, and sub-
contract work under the general con-
tract. The fee of the general contractor,
any kickbacks, rebates, trade discounts,
or other similar payment- to the general
contractor or mortgagor corporation or
any of its officers, directors, stockhold-
ers, partners or beneficiaries shall not be
included in arriving at such actual costs.
§ 205.127 Records.

The mortgagor shall keep and main-
tain adequate records of all costs of any
development or other cost Items not rep-
resenting work under the general con-
tract and shall require the general con-
tractor to keep similar records. Upon
request by the Commissioner, such rec-
ords, together with any collateral agree-
ments, shall be made available for
examination.
§ 205.130 Certificate of public account.

anL
The certificates of actual cost sh ll be

supported by certificates, when required
by the Commissioner, as to accuracy by
an independent Certified Public Account-
ant or independent public accountant,
and shall include a statement that the
accounts, records and supporting docu-
ments have been examined in accordance
with generally accepted auditing st-and-
ards to the extent deemed neceszary to
verify the actual costs.
§ 205.132 Reduction in mortgage

amount.
The principal obligation of the mort-

gage shall be reduced at final endorse-
ment for insurance or at such earlier
times as may be required by the Com-

minssioner, to an amount not -exccecffin
(with respect to that porton of the land
remaining under the mortgage) 50 per-
cent of the CommIsloner's estlmat d
value of such portion of the land prior
to development; plus 0 percent of the
actual cost cf the land development
allocated by the Commissioner to such
portion.
§205.135 Effectof agreement.

Any agreement, undertaking, state-
ment, or certification required In con-
nection with cost certification shall cpe-
cifically state that It has been made, pre-
sented, and delivered for the purpose of
Influencing an official action of the Com-
missioner and may be relied upon as n
true statement of the fact, conta1incd
therein.
§205.137 Cost certification hneonle-.

able.
Upon the Commissioner's approval of

the certification by the mortgagor as to
actual costs submitted In connection vrth
the request for the final Insured advance
of mortgage proceeds, such certif1cation
shall be final and inconteztablo, oecept
for fraud or material misrepreentation
on the part of the mortgagor. This pro-
vision shall not apply to any other cer-
tification by the mortgagor as to actual
costs.

Trm
§ 205.140 Eligbilty of title.

In order for the mortgaged property
to be eligible for Insurance, the Commis-
sioner shall determine that markotalo
title thereto is vested In the mortgagor
as of the date the mortgage to filed for
record. The title evidence shall bo es-
amined by the Comm-1sloner and the
original endorsement of the credit ia-
strument for insurance shall bo evidence
of its acceptability.
§ 205.142 Title evidence.

Upon insurance of the mortgage, the
mortgagee shall furnish to the Commis-
sioner a survey of the mortgaged prop-
erty, satisfactory to him, and a policy of
title Insurance covering such property,
as provided in paragraph (a) of this sec-
tion. If, for reasons the Commissioner
deems satisfactory, title Insuiranco can-
not be furnished, the mortg geo shall
furnish such evidence of title in accord-
ance with paragraph (b) or (c) of thls
section, as the Commissioner may re-
quire. Any survey, policy of title inur-
ance, or evidence of title required under
this section shall be furnished without
expense to the Commlnloner. The t,pes
of title evidence are:

(a) A policy of title insurance issucd
by a company and in a Torm satisfactory
to the Commissioner. The policy vhall
name as the nsureds the mortgagee and
the Secretary of Housing and Urban
Development, as their repective inter-
ests may appear. The policy shall provide
that upon acquisition of title by the
mortgagee or the Secretary, It will be-
come an owner's policy running to the
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mortgagee or the Secretary, as the case
maybe.

(b) An abstract of title satisfactory to
the Commissioner, prepared by an ab-
stract company or individual engaged In
the business of preparing abstracts of
title, accompanied by a legal opinion
satisfactory to the Commissioner as to
the quality of such title, signed by an at-
torney at law experienced In -the ex-
amination of titles.
(c) Torrens or similar title certifi-

cate.
§ 205.249 Effect of amendments.

The regulations in this subpart may be
amended by, the Commissioner at any

-time and from time to time, In whole or in
part, but such amendment shall not ad-
versely affect the interests of a mortgagee
or lender under the contract of insurance
on any mortgage or loan already Insured
and shall not adversely affect the in-
terests of a mortgagee or lender on any
mortgage or loan to be insured on which
the Commissioner has made a commit-
ment to insure.

Subpart B-Contract Rights and
Obligations

§ 205.251 Incorporationby reference.
(a) All of the provisions of §§ 207.-

251.et seq. (Part 207, Subpart B) of this
chapter, covering mortgages Insured un-
der section 207 of the National Housing
Act, apply to mortgages on a land de-
velopment insured under title X of the
National Housing Act, except the follow-
ingprovlsions:
See.,
207.251 Defillons.
207.252 Mrst, second and third premiums.
207.253 Adjusted premium and termination

charges.

(b) For-the purposes of this subpart,
all references in Part 207 of this chapter
to section 207 of he Act shall be con-
strued to refer to title X of the Act.
(c) All of the definitions in § 205.1

shall apply to this subpart. In addition,
as used In this part, the term "contract
of insurance" means the agreement evi-
denced by the Commissioner's insurance
endorsement and includes the provisions
of this subpart and of the Act.
§ 205.253 Mortgage insurance premium.

Mortgage insurance premiums shall be
payable in advance by the mortgagee to
the Commissioner in accordance with the
following provisions:

(a) In all, cases except where the
mortgage cover a water and/or sewer
system, the mortgage insurance premium
shall be paid as follows:

(1) Upon initial endorsement of the
mortgage for insurance, there shall be
paid an amount equal to 2 percent of
the face amount of the mortgage. Such
.Payment shall cover the first 3 years
of the mortgage insurance or -the entire
term of the mortgage insurance when
such term does not exceed 3 years.

(2) If the mortgage term exceeds 3
years there shall be paid on the third
anniversary of theinitial endorsement of

the mortgage for Insurance, and on each
succeeding anniversary date of such en-
dorsement, an amount equal to I percent
of the outstanding principal balance of
the mortgage at the end of the previou3
mortgage insurance year, which shall be
adjusted to give effect to reductions In
the principal balance of the mortgage re-
sulting from sale of portions of the prop-
erty covered by the mortgage, but with-
out taking Into consideration delinquent
payments or prepayments.

(3) If the mortgage term exceeds 3
years and contains amortization pro-
visions, the mortgage insurance premium
shall be adjusted so that subsequent
mortgage insurance premiums shal be
paid on the anniversary dates of the
commencement of amortization rather
than on the anniversary dates of the
initial endorsement of the mortgage for
Insurance.

(b) If the mortgage covers a water
and/or sewer system, the mortgage in-
surance premium shall be paid as
follows:

(1) Upon Initial endorsement of the
mortgage for Insurance, there shall be
paid an amount equal to one-twelfth of 1
percent of the original face amount of
the mortgage for each month or fraction
thereof prior to the date of commence-

4ment of amortization.
(2) Upon commencement of amortiza-

tion and on each anniversary date there-
after until the mortgage Is paid In full
(or until receipt by the Commissioner
of an application for Insurance benefits,
or until the contract of mortgage in-
surance is otherwise terminated with
the consent of the Commissioner), there
shall be paid an amount equal to three-
fourths of 1 percent of the average out-
standing principal balance of the mort-
gage for the year following the date on
which such premium becomes payable,
without taking into consideration de-
linquent payments or prepayments.

PART 207-MULTIFAMILY HOUSING
MORTGAGE INSURANCE

Subpart A-,EIi9tblIy Requtremtnts
APPL=cATrzon AN~D CO. Tg

See.
207.1 Application, commitment, and re-

quired fem.
207.2 rxrmum fees and charges by

mortgagee.
Er1amrz Mowrctcr

207.3 Mortgage proviions.
207.4 Maximum mortgage amounts.
207.6 Maturity.
207.6 Payment requirements.
207.7 Maxmmum Intercst rate.
207.8 Mortgage to cover tho entiro prop-

erty.
207.9 Covenant against liens.
207.10 Covenant for flro insurance.
207.11 Soundne.s of project.
207.12 Accumulation of accruals.
207.13 Applcation of paymnts.
207.14 Prepgmnt prlvllcZe; prepayment)

and late chargcz.
207.15 Icsuance of bonds scourcd by trust

indentu-e.
207.16 Mortgagor's certLfcato of nondin-

criminatlon and nortgago cove-
nant regarding uco of property.

Er L MaZroAoozs
Sec.
20717 lasiaflcation.

Sumxvm.o7 a Morrcsoss
207.18 In general.
207.19 nequired supervision, of private

mrtgagors.
207M. Occupancy reqi ents.
207.21 nacal discrimination prohibited.

Em"My morroems
207.22 Qualfication of lenders.

Pzorx:r EtZUXnar
207.23 Eligibility of property.
207.2 Development of property.

Anvmr 07=; MozTOa~c A3omer

207.23 CertiIcation. of cost requirements.
207.28 Form of contract.
207.27 Certificates of actual cort.
207.28 Adjustment resulting from cost

certification.
207.29 Rehabilltatlon projects.
207.30 nequisites of agreement and cer-

tifcaton.
OT13= E=-o~r Morroou

207.31 r IgbllIty of miscellaneous type
mrtages.

207.31a, Eligibility of mortgages co=Ing
housing in certain neighbor-
hoods.

207.32 Eligibility of refinan.cing transac-
tIons.

207.33 Eligibility of mortgages On mobile
homne courts or park3.

2.34 Eeinsurance of Commi!1oner-held
morteages.

207.35 Elibility of title.
207.36 Ttle eIdence.

207.SCa Action by Commnissoner.
20T. 2 Effect of amendments.

Subpart B-Conlhd Righls and Obllsarons
207-1$51 Definitions.

Pamnuirs
20r7.252 FIr-, scond and third premiums.
207252a Premlum--operatlng lwos loans.
207253 Adjusted premium and termlna-

tion charges.
207253a Wermination of Insuranc contract

Insuarmc E!Mo2Sx0w!T
M,7254 Insuco endorem ent.

Pamrra iv Drms 07 lMorosc Uzinw Tu

207.253 Deaults.
207.5 Notice.
2 07 G2 tecinstcment of defaulted mort-

gg-e.
2,7.23Gb Licdflcatlon of mortgage terms.
207.257 Commisionr'a right to require ac-

caleratlon.
207=23 Inurance clai requiremente.
207.158a Titlo requircments.
20729 Insaranca bnefts.
2072521 Walver of title objection: mcrt-

sages foamely Commoissoner.

2 57,"r 0 r~ts Of mn-Ztgaga fecurity

207-.21 Amalgnmnt of Insured moctgage.

E=a=0i, or qbac

207201a Act!-n to be taL-en by Inotgagee
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oIGHTS I HOUSMG FUN
Sec.
207.262 No vested right in fund.

207.499 Effect of amendments.
Aiumonrr: The provisions of this Part 207

Issued under sees. 207, 211, 52 Stat. 16. as
amended, 23, as amended; 12 U.C. 1713,
1715b.

Subpart A-Eligibility Requirements
APPLICATIONS AN COImT=L;Is

§ 207.1 Application, commitment, and
required fees. -

(a) Application. An application for
the issuance of either a conditional or
firm commitment for insurance of a
mortgage on a project shall be submitted
by an approved mortgagee and by the
sponsors of such project through the
local FHA office on an approved,FHA
form. No application shall be considered
unless accompanied by the exhibits called
for by the form.

(b) Application for conditional com-
mitment. An application fee of $1.50 per
thousand dollars of the amount of the
mortgage applied for shall accom-
pany the application for a conditional
commitment.

(c) Application for firm commitment.
An application for a firm commitment
shall be accompanied by the payment of
an application fee of $1.50 per thousand
dollars of the amount of the mortgage
applied for, if such fee has not been pre-
viously submitted. A commitment fee, in
an amount which, when added to the ap-
plication fee, will aggregate $3 per thou-
sand dollars of the mortgage applied
for, shall also be submitted with the ap-
plication for a firm commitment. The
payment of a commitment fee shall not
be required n connection with an in-
sured mortgage involving the sale by the
government of housing or property ac-
quired, held or constructed pursuant to
the Atomic Energy Community Act of
1955, as provided in § 207.31(b) (4).

(d) Commitment-Cl) Conditional
commitment. The issuance of a condi-
tional commitment Indicates completion
of the Commissioner's preliminary analy-
sis of the project and constitutes an
agreement by the Commissioner, subject
to specified terms and conditions, to
accept an application for a firm
commitment.

(2) Firm commitment. The issuance
of a firm commitment indicates the Com-
missioner's approval of the application
for insurance and sets forth the terms
and conditions upon which the mortgage
will be insured.

(3) Types of firm commitment. The
firm commitment may provide for the
Insurance of advances of mortgage mon-
ey made during construction or may pro-
vide for the insurance of the mortgage
after completion of the improvements.

(4) Term of commitment. (I) A con-
ditional commitment shall be effective
for whatever term is specified in the text
of the commitment.

(ii) A firm commitment to insure ad-
vances shall be effective for a period of

not more than 180 days from the date
of issuance.

(ifi) A firm commitment to insure
upon completion shall be effective for a
designated term within which the mort-
gagor is required to begin construction,
and if construction is begun as required,
the commitment shall be effective for
such additional period, estimated by the
Commissioner, as will allow for comple-
tion of construction.

(iv) The term of either a conditional
or firm commitment may be extended in
such manner as the Commissioner may
prescribe.

(e) Inspection fee. The firm commit-
ment may provide for the payment of an
Inspection fee in an amount not to ex-
ceed $5 per thousand dollars of the com-
mitment. If an inspection fee is required,
it shall be paid as follows:

(I) If the case involves the insurance
of advances, it shall be paid at the time
of initial endorsement.

(2) If the case involves insurance upon
completion, it shall -be paid prior to the
date construction is begun.

(f) Fees on increases-(l) Increase in
firm commitment prior to endorsement.
An application, fled prior to initial en-
dorsement (or prior to endorsement in a
case involving insurance upon comple-
tion), for an increase in the amount of
an outstanding firm commitment shall
be accompanied by a combined addi-
tional application and commitment fee.
This combined additional fee shall be in
an amount which will aggregate $3 per
thousand- dollars of the amount of the
requested increase. If an inspection fee
was required in the original commitment,
an additional inspection fee shall be paid
in an amount computed at the same dol-
lar rate per thousand dollars of the
amount of increase in commitment as
was used for the inspection fee required
in the original commitment. When in-
surance of advances is involved, the ad-
ditional inspection fee shall be paid at
the time of initial endorsement. When
insurance upon completion is involved,
the additional inspection fee shall be
paid prior to the date construction is
begun or if construction has begun, it
shall be paid with the application for
increase.

(2) Increase in mortgage between ini-
tial and final endorsement. Upon an ap-
plication, filed between initial and final
endorsement, for an increase in the
amount of the mortgage, either by
amendment or by substitution of a new
mortgage, a combined additional appli-
cation and commitment fee shall ac-
company the application. This combined
additional fee shall be in an amount
which will aggregate $3 per thousand
dollars of the amount of the increase re-
quested. If an inspection fee was required
in the original commitment, and addi-
tional inspection fee shall accompany the
application in an amount not to exceed
the $5 per thousand dollars of the
amount of the increase requested.

(3) Loan to cover operating losses. In
connection with a loan to cover operating
losses occurring during the first 2 years

following completion of the projcot, a
combined application and commitment
fee of $3 per thousand dollars of the
amount of the loan applicd for shall be
submitted with the application for the
commitment. No Inspection fee shall bo
required.

(g) Reopening of expired commit-
ments. An expired conditional or firm
commitment may be reopened if a request
for reopening is received by the Com-
missioner within 90 days of the explra-
tion of the commitment. The reopening
request shall be accompanied by a fee
of 50 cents per thousand dollars of the
amount of the expired commitment. If
the reopening request is not received by
the Commissioner within the required
90-day period, a new application, ac-
companied by the required application
and commitment fee, must be submitted.

(h) Transfer fee. Upon application for
approval of a transfer of physical assets
or the substitution of mortgagors, a
transfer fee of 50 cents per thousand dol-
lars shall be paid on the original face
amount of the mortgage in all cases,
except that a transfer fee shall not be
paid where both parties to the transfer
transaction are nonprofit organizations,

(i) Refund of fees. If the amount of
the commitment issued or increase in
mortgage granted is less than, the
amount applied for, the Commissioner
shall refund the excess amount of the
application and commitment fees sub-
mitted by the applicant. If an applica-
tion is rejected before It Is assigned for
processing, or in such other instances as
the Commissioner may determine, the
entire application and commitment fees
or any portion thereof may be returned
to the applicant. Commitment, inspection
and reopening fees may be refunded, in
whole or in part, if it is determined by
the Commissioner that there is a lack
of need for the housing or that the con-
struction or financing of the project has
been prevented because of condemnation
proceedings or other legal action taken
by a governmental body or public agency,
or in such other instances as the Com-
missioner may determine. A transfer fee
may be refunded only in such instances
as the Commissioner may determine,
§ 207.2 l darmum fees and clarges by

mortgagee.
The mortgagee may collect from the

mortgagor the amount of the fees pro-
vided for in this subpart. The mort-
gagee may also collect from the mort-
gagor an initial service charge in an
amount not to exceed 2 percent of the
original principal amount of the mort-
gage, to reimburse the mortgagee for the
cost of closing the transaction. Any ad-
ditional charges or fees collected from
the mortgagor shall be subject to prior
approval of the Commissioner.

ElaGIBL W MA O G
§ 207.3 dortgage provisions.

(a) Mortgage form. The mortgage
shall be:

(1) Executed on a form approved by the
Commissioner for use in the Jurisdiction
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in which the property covered by the
mortgage is situated, -which form shall
not be changed without the prior written
approval of the Commissioner.

(2) Executed by a mortgagor with the
qualifications as provided in this subpart.

(3) A first lien on property that con-
forms -with the property standards pre-
scribed by the Commissioner.

(b) Disbursement of the mortgage.
The mortgagee shall be obligated, as a
part of the mortgage transaction, to dis-
burse the principal amount of the mort-
gage, to, or for the account of the mort-
gagor or to is creditors for his account
and ith his consent.
§ 207.4- Maximum mortgage amounts.

(a) Dolar and ioan-to-value limita-
tions. A mortgage may-involve a prin-
cipal obligation not in excess of the lesser
of -the following:

(1) $20,000,000 if executed by aPrIvate
Mortgagor;

(2) $50,000,000 if executed by a Public
Mortgagor;

(3) 90 percent of the estimated value
(replacement cost if project is located in
Alaska or in Guam) of the project;

(4) For such part of the property or
project attributable to dwelling use (ex-
cluding exterior land improvements as
definedbythe Commissioner) an amount
per family unit, depending on the num-
ber of bedrooms, -which may be:

(i)- $9,900 without abedroom.
(if) $13,750 with one bedroom.
(III) $16,500 with two bedrooms.
(iv) $20,350 with three bedrooms.
(v) $23,100 with four or more bed-

rooms.
(b) Increased mortgage amount-ele-

vator type structures. Iu order to com-
pensate for the higher costs incident to
construction of elevator type structures
of sound standards of construction and
design, the Commissioner may increase
the dollar amount limitations per family
unit as provided in paragraph (a) (4) of
this section to not to exceed:

(1> $11,550 per family unit without a
bedroom.

(2) $16,500 per family unit with one
bedroom.

(3) $19,800 per family unit with two
bedrooms.

(4) $24,750 per family unit with three
bedrooms. -

(5) $28,050 per family unit with four
or more bedrooms.

(c) Increased mortgage amount--igh
cost areas. (1) In any geographical
area where the Commissioner finds cost
levels so require, the Commissioner may
increase, by not to exceed 45 percent,
the dollar amount limitations set forth
in paragraphs (a) (4) and (b) of this
section.

(2) If the Commissioner finds that
because of high costs in Alaska, Guam,
or Hawaii it is not feasible to construct
dwellings without the sacrifice of sound
standards of construction, design, and
livability within the limitations of max-
imum nortgage amounts provided in
this section, the principal obligation of
mortgages may be Increased in such
amounts as may be necessary to com-

pensate for such costs, but not to exceed
in any event the maximum, including
high cost area increases, If any, other-
wise applicable by more than one-half
thereof.

(d) Adjusted mortgage amount-re-
habilitation projects. A mortgage hav-
ing a principal amount computed in com-
pliance with the applicable provisions of
this sectio, and which Involves a project
to be repaired or rehabilitated, shall be
subject to the following additional liml-
tations:

(1) Propertilield in fee. If the mort-
gagor Is the fee simple owner of the proj-
ect, the maximum mortgage amount
shall not exceed 100 percent of the Com-
mi sioner's estimate of the cost of the
proposed repairs or rehabilitation; or

(2) Property subject to existing mort-
gage. If the mortgagor owns the project
subject to an outstanding indebtedness,
which Is to be refinanced with part of the
insured mortgage, the maximum mort-
gage amount shall not exceed: (I) The
Commissioner's estimate of the cost of
the repair or rehabilitation; plus (iD
such portion of the outstanding Indebt-
edness as does not exceed 90 percent of
the Commissioner's estimate of the fair
market value of such land and Improve-
ments prior to the repair or rehabilita-
tion; or

(3) Property to be acquired. If the
project Is to be acquired by the mort-
gagor and the purchase price is to be
Binanced with a part of the insured mort-
gage, the maximum mortgage amount
shall not exceed 90 percent of: (1) The
Commissioner's estimate of the cost of
the repair or rehabilitation and (11) the
actual purchase price of the land and
improvements, but not in excess of the
Commissioner's estimate of the fair
market value of such land and Improve-
ments prior to the repair or rehablita-
tion.

(e) Reduced mortgage amount-lease-
holds. In the event the mortgage is on
a leasehold estate rather than on a fee
simple holding, the value or replacement
cost of the property on which the mort-
gage is based is the value or replacement
cost of the property in fee simple re-
duced by an amount equal to the cap-
italized value of the ground rent.

(f) Loans to corer 2-year operating
loss-(1) Operating loss determination.
When the Commisloner determines that
an operating loss has occurred during the
first 2 years following completion of the
project, he may, In his discretion, accept
for Insurance under this part, a loan to
cover such loss. For the purposes of this
section, an operating loss shall occur
when the Commissioner determines that
the total of the taxes, Interest on the
mortgage debt, mortgage Insurance
premiums, hazard insurance premiums,
and the ex'pense of maintenance and
operation of the project (excluding de-
preciation) exceeds the project Income.

(2) Security instrument. The loan
shall be secured by an instrument In a
form approved by the Commilsoner for
use In the jurisdiction in which the proj-
ect is located.

(3) Maximum interest rate. The loan
may bear interest at such rate as may be

agreed upon by the mortgagee and the
mortgagor, but In no case shall such rate
exceed the rate In effect under § 207.7
on the date the commitment is Issued.
Interest shall be payable In monthly in-
stallments on the principal then out-
standing.

(4) Maturity. The loan shall be
limited to a term not exceeding the un-
expired term of the original mortgage.
§ 207.5 Laturity.

The mortgage shall have a maturity
satisfactory to the Commisoner, de-
pending upon the risk Involved and the
general character of the project, and
shall contain complete amortization or
sinking-fund provisions satisfactory to
the Comminsioner.
§ 207.6 Payment requirements.

(a) Method of Payment. The mort-
gage shall provide for monthly payments
on the first day of each month on account

"of Interest and principal and shall pro-
vide for payments In accordance with
an amortization plan as agreed upon by
the mortgagor, the mortgagee and the
Comrisioner.

(b) Date of frst payment to pr c taZ.
The Commissioner shall estimate the
time necszary to complete the project
and shall establish the date of the first
payment to princlpal so that the lapze
of time between completion of the proJ-
ect and commencement of amortization
will not be longer than necessary to ob-
tain sustaining cecupancy.
§ 207.7 M1aximum interest rate.

(a) The mortgage shall bear interest
at the rate agreed upon by the mortgagee
and the mortgagor, which rate shall not
exceed 7 percent, except that where a
letter Inviting submission of an applica-
tion for commitment was issued by the
Secretary before February 18, 1971, or an
application for commihnent wa recaived
by the Secretary before February 18,
1971, the mortgage may bear interest at
the maximum rate in effect at the time of
issuance of the letter or receipt of the
application.

(b) Interest shall be payable In
monthly installments on the principal
amount of the mortgage outstanding on
the due date of each installment.
§ 207.8 Mortgage to cover the entire

property.
The mortgage s cover the entire

property included In the housing project.
§ 207.9 Covenant against liens.

The mortgage shall contain a covenant
against the creation by the mortgagor
of liens against the property suparior or
inferior to the lien of the mortgage ex-
cept for such Inferior lien as may be
required in connection with the insurance
of an operating lozs loan or a supple-
mentary loan.
§ 207.10 Covenant for fire insurance.

The mortgage shall contain P. cove-
nant acceptable to the CommissIon=r
binding the mortgagor to keep the prop-
erty Insured by a standard policy or poll-
ces against fire and such other hazards
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as the Commissioner, upon the insurance
of the mortgage, may stipulate, in an
amount which will comply with the co-
insurance clause applicable to the loca-
tion and character of the property, but
not less than 80 percent of the actual
cash value of the insurable improve-
ments and equipment of the project.
The initial coverage shall be in an
amoumt estimated by the Commissioner
at the time of completion of the entire
project or units thereof. The policies
evidencing such insurance shall have
attached thereto a standard mortgagee
clause making loss payable to the mort-
gagee and the Commissioner, as inter-
ests may appear.
§ 207.11 Soundness of project.

No mortage shall be accepted for in-
surance unless the Commissioner finds
that the property or project with respect
to which the mortgage is executed is eco-
nomically sound, except that as to
mortgages covering property located in
Alaska or in Guam, or in Hawaii, no
mortgage shall be accepted for insur-
ance unless the Commissioner finds that
the property or project is an acceptable
risk giving consideration to the acute
housing shortage in Alaska, or in Guam,
or in Hawaii.
§ 207.12 Accumulation of accruals.

(a) The mortgage shall provide for
payments by the mortgagor to the mort-
gagee on each interest payment date of
an amount sufficient to accumulate in
the hands of the mortgagee one payment
period prior to its due date, the next
annual mortgage insurance premium
payable by the mortgagee to the Com-
missioner. Such payments shall con-
tinue only so long as the contract of in-
surance shall remain in effect.

(b) The mortgage shall provide for
such equal monthly payments by the
mortgagor to the mortgagee as will
amortize the ground rents, if any, and
the estimated amount of all taxes, water
rates and special assessments, if any, and
fire and other hazard insurance premi-
ums, within a period ending one month
prior to the dates on which the same
become delinquent. The mortgage shall
further provide that such payments
shall be held by the mortgagee, for the
purpose of paying such ground rents,
taxes, water rates and assessments, and
insurance premiums, before the same
become delinquent. The mortgage must
also make provision for adjustments, in
.case the estimated amount of such taxes,
water rates and assessments, and insur-
ance premiums shall prove to be more,
or less, than the actual amount thereof
so paid by the mortgagor.
§ 207.13 Application of payments.

(a) The mortgage shall provide that
all monthly payments to be made by the
mortgagor to the mortgagee shall be
added together and the aggregate
amount thereof shall be paid by the
mortgagor upon each monthly payment
date in a single payment. The mort-
gagee shall apply the same to the fol-
lowing items in the order set forth:

RULES AND REGULATIONS

(1) Premium charges under the con-
tract of insurance;

(2) Ground rents, taxes, special as-
sessments and fire and other hazard
insurance premiums;

(3) Interest on the mortgage;
(4) Amortization of the principal of

the mortgage.
(b) Any deficiency in the amount of

any such aggregate monthly payment
shall constitute an event of default. The
mortgage shall further provide for a
grace period of 30 days, within which
time the default must be made good.
§ 207.14 Prepayment privilege; pre-

payment and late charges.
(a) Prepayment privilege. The mort-

gage shall contain a provision permitting
the mortgagor to prepay the mortgage in
whole or in part upon any interest pay-
ment date after giving to the mortgagee
30 days' notice in writing in advance of
Its intention to so prepay.

(b) Prepayment charge. The mort-
gage may contain a provision for such
additional charge in the event of pre-
payment of principal as may be agreed
upon between the mortgagor and mort-
gagee. However, the mortgagor shall be
permitted to prepay up to 15 percent of
the original principal amount of the
mortgage in any one calendar year with-
out any such additional charge. Any
reduction in the original principal
amount of the mortgage resulting from
the certification of cost requirements of
this part shall not be construed as a
prepayment of the mortgage.

(c) Late charge. The mortgage may
provide for the collection by the-mort-
gagee of a late charge, not to exceed 2
cents for each dollar of each payment to
interest or principal more than 15 days
in arrears, to cover the expense involved
in handling delinquent payments. Late
charges shall be separately charged to
and collected from the mortgagor and
shall not be deducted from any aggregate
monthly payment.
§ 207.15 Issuance of bonds secured by

trust indenture.

In the event that bonds or other obli-
gations are to be issued as a part of the
insured mortgage transaction, the form
of bonds and the form of trust indenture
shall be subject to the approval of the
Commissioner, and shall be subject to
the following conditions:

(a) The Trustee named in such trnst
indenture shall be a banking institutioa
or trust company (authorized to act in
a fiduciary capacity and which is a
mortgagee approved by the Commis-
sioner); and

(b) The Trustee shall be the holder
of record of the insured mortgage (rep-
resented by the trust indenture) and
shall be authorized to act on behalf of
the holders of such bonds or other obli-
gations in all matters concerning the
mortgage insurance contract; and

(a) The holders of the bonds or other
obligations shall look solely to the Trus-
tee for the benefits of the contract of
mortgage insurance and the trust in-
denture shall expressly authorize the

Commissioner to make payment of any
claim under the contract of mortgage
insurance to the Trustee, without iabil-
ity or accountrbility to the bond holders
to see to the application of the mortgage
insurance contract benefits; and

(d) The bonds or other obligations
shall be issued only to holders meeting
the following qualifications:

(1) A mortgagee approved by the
Commissioner;

(2) A pension or retirement fund or
a profit-sharing plan maintained and
administered by a corporation or by a
governmental agency or by a trustee
or trustees, which has lawful authority
to acquire the bonds or other obligations;
or

(3) A charitable or nonprofit organi-
zation.
§ 207.16 Mortgagor's certificate of non-

discrimination and mortgage cove-
nant regarding use of property.

(a) The mortgagor shall certify to the
Commissioner as to each of the following
points:

(1) That neither he (it), nor anyone
authorized to act for him (it), will refuse
to sell or rent, after the making of a
bona fide offer, or refuse to negotiable for.
the sale or rental of, or otherwise make
unavailable or deny the property covered
by the mortgage to any person because
of race, color, religion, or national origin,

(2) That any restrictive covenant on
such property relating to race, color,
religion, or national origin is recognized
as being illegal and void and Is hereby
specifically disclaimed.

(3) That civil action for preventative
relief may be brought by the Attorney
General In any appropriate U.S. District
Court against any person responsible for
a violation of this certification.

(b) The mortgage shall contain a
covenant prohibiting the use of the prop-
erty covered thereby for any purpose
other than that for which it was in-
tended at the date the mortgage was
executed.

ELIIBLE MoRoAooas
§ 207.17 Classification.

In order to be eligible as a mortgagor
under this subpart the applicant must
be:

(a) Private mortgagors. Any mort-
gagor approved by the Commissioner,
which until the termination of all obli-
gations of the Commissioner under the
Insurance contract and during such fur-
ther period of time as the Commislsoner
shall be the owner, holder, or reinsurer
of the mortgage, is regulated or restricted
by the Commissioner as to rents or salej,
charges, capital structure, rate of return,
and methods of operation.'

(b) Public mortgagors. A federal or
state instrumentality, a municipal cor-
porate instrumentality of one or more
states, or a limited dividend or redevel-
opment or housing corporation formed
under and restricted by federal or state
laws or regulations of a state banking
or insurance department as to rentu,
charges, capital structure, rate of return,
or methods of operation.
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SUPERVISION OF MORTGAGORS

§ 207.18 In general.
(a) In the case of an eligible mort-

gagor which is regulated or restricted for
the purposes and in the manner provided
in § 207.17(b), or in the case in which
the mortgagor or mortgagee is the Alaska
Housing Authority, or the Government
of Guam or Hawaii or any agency or in-
strumentality thereof, liens inferior to
the lien of the insured mortgage may be
allowed against properties of such mort-
gagors: Provided, That the mortgagor in
any such case, must have initial funds
which may be considered in lieu of the
equity required of other mortgagors, and
such funds (which may be in the form of
Government loans, grants, or subsidies
or in other form) if sufficient in amount,
will be considered satisfactory provided
they do not create a lien against the
property prior to that of the insured
mortgage.

(b) In all other cases a mortgagor
must certify at final endorsement of
the loan for insurance that the property
covered by the mortgage is free and clear
of all liens other than such mortgage,
and that there will not be outstanding
any other unpaid obligation contracted
in connection with the mortgage trans-
action, the purchase of the mortgaged
property, or the construction of the
project, except such obligations as may
be approved by the Commissioner as to
terms, form and amount.

(c) In the case of a private corpora-
tion, the Commissioner's regulations or
restrictions will be set forth in its cer-
tificate of incorporation or charter under
which such mortgagor is created, and
will be made effective through the issu-
ance of certain shares of special stock,
which stock will acquire majority voting
rights in the event of default under the
mortgage or violation of a provision of
the charter. Such special stock or in-
terest issued to the Commissioner, his
nominee or nominees and/or the Federal
Housing Administration shll be in.suffm-
cent amount to constitute under the laws
of the particular state a valid special
class of stock or interest and shall be
issued in consideration of the payment
by the Commissioner of not exceeding in
the aggregate $100. Such stock shall be
represented by a certificate or certificates
issued in the name of the Commissioner,
and/or in the name of his nominee or
nominees, and/or in the name of the
Federal Housing Administration, as the
Commissioner shall require. In the case
of a private association or trust entity,
or whenever, for any reason satisfactory
to the Commissioner, such regulations
or restrictions are not feasible as to a
particular mortgagor through the issu-
ance of shares of special stock, such
regulations or restrictions shall be ef-
fected by means of a regulatory agree-
ment and/or other contractual docu-
ments between the Commissioner and
the mortgagor in such form and in
such manner as shall be satisfactory to
the Commissioner. Upon the termina-
tion of all obligations of the Commis-
sioner under his contract of mortgage

insurance, or any succeeding contract or
agreement covering the mortgage obli-
gation, all regulations and restrictions of
the mortgagor shall cease, the shares of
special stock shall be surrendered by the
Commi ioner upon reimbursement of
his payments therefor, plus accrued
dividends, if any, thereon, and any re.-
ulatory agreement or contract shall
terminate.
§ 207.19 Required superision of pri-

vate mortgagors.
The following are the items which will

be regulated or restricted, except in the
case of mortgagors of the character de-
scribed in § 207.17(b) :

(a) Capital structure. (1) The num-
ber of shares of capital stock, In the case
of a corporation, may be issued in such
amounts and form as may be agreed
upon by the sponsors and the Commis-
sioner prior to the endorsement of the
mortgage for insurance; and

(2) In the case of a trust entity bene-
ficial certificates of interest may be is-
sued in such amounts and form as may
be agreed upon by the mortgagor and
the Commissioner.

(b) Rate of return. Dividends or other
distributions, as defined in the charter,
trust agreement, or regulatory agree-
ment, may be declared or made only as of
or after the end of a semiannual or
annual fiscal period. No dividends or
other distributions shall be declared or
made except out of surplus cash legally
available and remaining after:

(1) The payment of:
(I) All sums due or currently required

to be paid under the terms of any mort-
gage or note insured or held by the
Commissioner;

(it) All amounts required to be de-
posited in the Reserve Fund for Replace-
ments;

(tii) All obligations of the project
other than the mortgage insured or held
by the Commissioner unless funds for
payment are set aside or deferment of
payment has been approved by the
Commissioner.

(2) The segregation of:
(I) An amount equal to the aggregate

of all special funds required to be main-
tained by the project,

(it) All tenant security deposits held.
No distributions of any kind may be made
from borrowed funds.

(c) Requirements incident to insur-
ance of advances. (1) The mortgagor
shall deposit with the mortgagee, or in a
depository satisfactory to the mortgagee
and under control of the mortgagee, for
the purpose of meeting the cost of equip-
ping and renting the project subsequent
to completion of construction of the en-
tire project or units thereof and, during
the course of construction, for alloca-
tion by the mortgagee to accruals for
taxes, ground rates, mortgage insurance
premiums, property Insurance premiums,
and assessments required by the terms of
the mortgage:

Ci) In the case of new construction,
an amount equivalent to not less than
two percent of the original principal
amount of the mortgage.

(It) In the esa of-rehablitation, an
amount satisfactory to the Commis-
sloner.

(2) Prior to initial endorsement, the
mortgagor shall deposit with the m0rt-
gae cash deemed by the Commissioner
to be sufficient, when added to the pro-
ceeds of the insured mortgage, to assure
completion of the project and to pay the
initial service charge, the carrying
chargez, and the leghal and organization
e.%xss Incident to the construction of
the project. Such funds shall be held by
the mortgagee In a special account or by
an acceptable depository desigrated by
the mortgagee under an appropriate
agreement approved by the Commls-
stoner requiring all such funds to be dis-
bursed for wor and material on the
physical Improvements, and for other
charges and expenses to be paid when
due, prior to the advances of any mort-
gage money.

(3) All fees and charges to be paid
by the mortgagor in connection with
financing which are In excess of-the
initial service charge and which have
been approved by the Commissioner,
shall be deposited with the mortgagee in
cash, prior to Initial endorsement, unless
other arrangements acceptable to the
Commissioner are made.

(4) The Commissioner shell require
assurance of completion of offsite public
utilities and streets in all cases, except
where a municipality or other public
body has by agreement (acceptable to
the Commissioner) agreed to install such
utilities and streets without cost to the
mortgagor. 'Where such assurance is re-
quired, it sball be either In the form of a
cash escrow deposit or the retention of
a specifled amount of mortgage proceeds
by the mortgagee. If a cash escrow is
used, It shall be deposited with the mort-
gagee or with an acceptable trustee or
escrow agent designated by the mort-
gagee. If mortgage proceeds are used, the
mortgagee shall retain under terms ap-
proved by the Commissioner, rather than
disburse at the initial closing of the
mortgage, a portion of the mortgage pro-
ceeds allocated to land in the project;
analysis. As additional assurance, the
Commissioner may also require a surety
company bond or bonds.

(5) Prior to the initial endorsement of
the mortgage for insurance, the mort-
gagor and the mortgagee shall execute a
building loan agreement, approved by the
Commlssioner, setting forth the terms
and conditions under which progress
payments may be advanced during con-
struction. To be covered by mortgage in-
surance, each progress payment shall be
approved by the Commissioner.

(6) The mortgagor shall furnish as-
surance of completion of the project, in
the form of a personal indemnity agree-
ment, a surety company bond or bonds,
a cash escrow deposit, a letter of credit, or
an agreement controlling the disburse-
ment of construction funds coupled with
a guaranty of performance of the con-
struction contract, as required by the
Commissioner. The personal indemnity
agreement and the bonds shall be on
forms approved by the Commissioner.
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The surety company executing a bond
must be satisfactory to the Commis-
sioner. Where a cash escrow deposit is
used, it shall be established under an
agreement with the mortgagee or with
a depository satisfactory to the mortga-
gee and the Commissioner and shall in-
volve cash, or securities of, or fully
guaranteed as to principal and interest
by, the United States of America. Where
an agreement controlling the disburse-
ment of construction funds coupled with
a guaranty of performance of the con-
struction contract is used, the agreement
shall contain terms satisfactory to the
Commissioner. The types of assurance.
to be furnished are as follows:

(i) Where the estimated cost of con-
struction or rehabilitation is $500,000 or
less, assurance will be accepted in the
form of a personal indemnity agreement
executed by the principal officers, direc-
tors, stockholders, or partners, or indi-
viduals operating as the general con-
tractor.

(i) Where the estimated cost of con-
struction or rehabilitation is more than
$500,000 or where such cost is less than
$500,000 and a personal indemnity agree-
ment is not executed, assurance shall be
by a surety company bond or bonds, a
cash escrow deposit, a letter of credit,
or an agreement controlling the disburse-
ment of construction funds coupled with
a guaranty of performance of the con-
struction contract, the amount of which
shall be prescribed by the Commissioner.

(7) The mortgagee may accept, In lieu
of a cash deposit required by subpara-
graphs (1), (3), (4),and (6) of thispara-
graph, an unconditional Irrevocable let-
ter of credt issued to lhe mortgagee by
a banking institution. In the event a
demand under the letter of credit is not
immediately met, the mortgagee shall
forthwith provide cash equivalent to the
undrawn balance thereunder.

(d) Labor standards and prevailing
wage requirements. (1) Any contract,
subcontract, or building loan agreement
executed for the performance of con-
struction of the project shall comply
with all applicable labor standards and
provisions of the regulations of the See-
retary of Labor issued May 9, 1951, 29
CFR 5.1-5.12 (16 F.R. 4430).

(2) No construction contract shall be
entered into with a general contractor
or any subcontractor if such contractor
or any such subcontractor or any firm,
corporation, partnership or association
In which such contractor or subcon-
tractor has a substantial interest is n-
cluded on the ineligible list of contrac-
tors or subcontractors established and
maintained by the Comptroller General,
pursuant to § 5.6(b) of the Regulations
of the Secretary of Labor, issued May 9,
1951 (29 CFR, 5.6(b) ).

(3) No advance under the mortgage
shall be eligible for Insurance after no-
tification from the Commissioner that
the general contractor or any subcon-
tractor or any firm, corporation, part-
nership or association in which such
contractor or subcontractor has a sub-
stantial interest was, on the date the
contract or subcontract was executed on
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*the ineligible list established by the
Comptroller General, pursuant to the
provisions of the Secretary of Labor,
issued /lay 9, 1951 (29 CPR 5.6(b)).

(4) No advance under any mortgage
shall be eligible for insurance unless
there is filed with the application for
such advance a certificate or certiflcateo
in the form required by the Commis-
sioner, supported by such other infor-
mation as the Commissioner may pre-
scribe, certifying that the laborers and
mechanics employed in the construction
of the dwelling or dwellings, or housing
project involved have been paid not less
than the wages prevbiling in the locality
in which the work was performed for the
corresponding classes of laborers and
mechanics employed on construction of
a similar character, as determined by
the Secretary of Labor prior to the be-
ginning of construction and after the
date of filing of the application for
insurance.

(5) Compliance with the provisions of
this subsection shall be evidenced at
such time and in such manner as the
Commissioner may prescribe.

(e) Rents and charges. No charge
shall be made by the mortgagor for the
accommodations, facilities or services
offered by the project in excess of those
approved by the Commissioner in writ-
ing prior to the opening of the project
for rental. In approving such charges
and in passing upon applications for,
changes, consideration will be given to
the following and similar factors:

(1) Rental income necessary to main-
tain the economic soundness of the
project.

(2) Rental income necessary to pro-
vide reasonable return on the investment
consistent with providing reasonable
rentals to tenants.

(f) Methods of operation.
(1) fReserved]
(2) The mortgagor shall maintain its

project, the grounds, buildings, and
equipment appurtenant thereto, in good
repair and will promptly complete neces-
sary repairs and maintenance as re-
quired by the Commissioner.

(3) In all projects, except those in-
volving rehabilitation where the mort-
gage does not exceed $200,000, a fund
for replacements shall be established and
maintained with the mortgagee. The
amount and type of such fund and the
conditions under which it shall be ac-
cumulated, replenished, and used, shall
be specified in the charter, trust agree-
ment, or regulatory agreement.

(4) The mortgagor, its property,
equipment, buildings, plans, offices, ap-
paratus, devices, books, contracts, rec-
ords, documents, and papers shall be
subject to inspection and examination
by the Commissioner or his duly author-
ized agent at all reasonable times.

(5) The mortgagor shall execute and
deliver to the Commissioner a certificate
that the books and accounts of the mort-
gagor will be established and maintained
in a manner satisfactory to the Commis-
sioner on the date the certificate is exe-
cuted. Such certificate shall be to the

effect that so long a. the mortgage ki
Insured or held by the Commizioner
the mortgagor's books and accounts will
be kept in accordance with the require-
ments of the Commissioner; will be In
such form as to permit a speedy and ef-
fective audit and as may otherwioe be
prescribed by the Commissloner; will be
maintained for such periods of time a
may be prescribed by the Comminioner,
and will be available to the Commissioner
and to the Comptroller General of the
United States for such examlInatilon and
audits as they may desire to make. The
mortgagor shall file with the Commis-
stoner and the mortgagee the followin'
reports verified by the slmaturo of such
officers of the mortgagor as the Commis-
sioner may designate and In such form as
prescribed by the Commi.sioner:

(1) Monthly occupancy reports, when
required by the Commissioner;

(I1) [Reserved]
(Iil) Complete annual financial re-

ports based upon examinations of the
books and records of the mortgagor, pre-
pared in accordance with the require-
ments of the Commissioner, certified to
by an officer of the mortgagor and, when
required by the Commisstoner, prepared
and certified by a Certified Public Ac-
countant (or other person acceptable to
the Commissioner), such reports to be
submitted within sixty (00) days after
the end of each fiscal year.

(tv) Specific answers to questions
upon which information is deslred from
time to time relative to the actual cost of
construction, the disposition of mortgeria
funds, the operation and condition of the
property and the status of tho Insured
mortgage;

(v) Properly certified copies of min-
utes of meetings of directors, officers,
stockholders, shareholders, or bone-
ficiaries.

(g) Mortgagor's equity investment-
(1) Amount and deposit. Unless it can
be established to the satisfaction of the
Commissioner, prior to the final endorse-
ment of the mortgage for Insurance, that
the mortgagor has an investment In the
project, represented by cash expendi-
tures, in an amount equal to 3 percent
of the total cost of the project as corti-
fled by the mortgagor and approved by
the Commissioner, there shall be de-
posited in a special fund an amount
equal to the difference between such 3
percent and the amount of any such
investment for necessary expenses Inci-
dent to the completion of the project.
Disbursements from any such fund, prior
to three years from the dato of the final
or initial-final endorsement of the
mortgage for Insurance, may be made
only vth the prior written approval of
the Commissioner.

(2) Cutoff date. The provisions of
subparagraph (1) of this p3ragraph shall
be applicable only to those mortgages
which have received final endorsement
on or before November 15, 102.

(h) Advance amortizatthm (1) 1f
prior to the begInning of amortization
net income, as defined by the Commis-
sioner, is received as a result of the rental
of the mortgaged property, such net In-
come, to the extent determined by tho
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Commissioner, shall be applied in one or
more of the following ways:

(i) To advance amortization.
(ii) To offset the cost of approved cap-

ital improvements.
(iii) To be deposited in the reserve

fund for replacement and to be held as a
reserve in addition to the monthly de-
posits required by the regulatory agree-
ment.

(2) The provisions of subparagraph
(1) of this paragraph shall be applicable
to commitments issued on or after De-
cember 3,1963, and to commitments out-
standing on that date where the mort-
gage has not received final endorsement.
The provisions of- subparagraph (1) of
this paragraph shall not be applicable to
a project involving rehabilitation where
the mortgage does not exceed $200.000.
§ 207.20 Occupancy requirements.

(a) Family with children. The mort-
gagor shall certify under oath to the
Commissioner that:

(1) In selecting tenants for the project
covered by the mortgage, the mortgagor
will not discriminate against any family
by reason of the fact that there are
children in the family; and

(2) The mortgagor will not sell the
project while the mortgage insurance is
in effect unless the purchaser also so
certifies.

(b) Transient or hotel Purposes. The
mortgagor shall certify under oath that,
so long as the mortgage is insured by the
Commissioner, the mortgagor will not
rent, permit the rental or permit the
offering for rental of the housing, or any
part thereof, covered by such mortgage
for transient or hotel purposes. For the
purpose of this certificate, the term
rental for transient or hotel purposes
shall mean (1) rental for any period less
than 30 days, or (2) any rental, if the
occupants of the housing accommoda-
tions are provided customary hotel serv-
ices such as room service for food and
beverages, maid service, furnishing and
laundering of linens, and bellboy service.
§ 207.21 Racial discrimination pro-

hibited.
Any contract or subcontract executed

for the performance of construction of
the project shall contain a provision that
there shall be no discrimination against
any employee, or applicant for employ-
ment because of race, color, creed, or
national origin. Where the mortgagor
is the general contractor, the building
loan agreement shall contain the above
provisions.

-ELIGIBLE MORTGAGEES

§ 207.22 Qualification of lenders.
The provisions of §§ 203.1 to 203.4 and

203.6 to 203.9 of this chapter shall govern
the eligibility, qualifications and require-
ments of mortgages under this subpart.

PROPERz REQmIBMENTS

207.23 Eligibility of property.
(a) A mortgage to be eligible for in-

surance shall be on real estate held:

(1) In fee simple; or
(2) On the interest of the lessee under

a lease for not less than ninety-nine
years which is renewable; or

(3) Under a lease having a period of
not less than seventy-five years to run
from the date the mortgage Is executed;
or

(4) Under a lease executed by a gov-
ernmental agency, an Indian or an In-
dian tribe for the maximum term con-
sistent with the legal authority for the
execution of such lease, provided that
the term of any such lease shall run for
a period of not less than fifty years from
the date the mortgage is executed.

(b) The property constituting secu-
rity for the mortgage must be held by
an eligible mortgagor as herein defined
and must at the time the mortgage Is
insured be free and clear of all liens
other than that of such mortgage.
§ 207.24 Development of properly.

(a) At the time the mortgage Is in-
sured the mortgagor shall be obligated to
construct and complete new housing
accommodations on the mortgaged
property, designed principally for resl-
dential use, conforming to standards
satisfactory to the Commissioner, and
consisting of not less than eight rental
dwelling units on one site and may be
detached, semi-detached, or row houses,
or multi-family structures; except that
the Commissioner may insure a mort-
gage on a completed project constructed
pursuant to a Commitment to Insure
upon Completion, or

(b) At the time the mortgage is in-
sured there shall be located on the mort-
gaged property a building or buildings,
which, upon completion of proposed im-
provements, shall constitute a single
project and provide housing accommo-
dations designed principally for residen-
tial use, conforming to standards satis-
factory to the Commissoner, and con-
taining at least eight rental dwelling
units so located in relation to one an-
other as to effect a substantial improve-
ment of housing standards and condi-
tions in the neighborhood; and in either
case such dwelling and other Improve-
ment, if any, must not violate any mate-
rial zoning or deed restrictions applicable
to the project site, and must comply with
all applicable building and other gov-
ernmental regulations; and any project
may include such commercial and com-
munity facilities as the Commissioner
deems adequate to serve the occupants.

ADnmusrz=T Or MOuR0TGAGE AIOUNT
§ 207.25 Certification of cost require-

ments.
(a) Prior to initial endorsement of the

mortgage for insurance, the mortgagor,
the mortgagee, and the Commissioner
shall enter Into an agreement in form
and content satisfactory to tho Commis-
stoner for the purpose of precluding any
excess of mortgage proceeds over ratu-
tory limitations. Under this agreement,
the mortgagor shall disclose its relation-
ship with the builder, including any col-
lateral agreement, and shall agree:

(1) To enter Into a construction con-
tract, the terms of which shall depend
on whether or not there exists an identity
of interest between the mortgagor and
the builder.

(2) To execute a Certificate of Actual
Costs, upon completion of all physical
improvements on the mortgaged prop-
erty.

(3) To apply In reduction of the out-
standing balance of the principal of the
mortgage any excess of mortgage pro-
ceeds over statutory limitations based on
actual cost.

(b) The provisions of paragraph (a)
of this section relating to disclosure and
the requirement for a construction con-
tract shall not apply where the mort-
gagor is the general contractor.
§ 207.26 Form of contract.

The form of contract between the
mortgsagor and builder shall be deter-
mined In accordance with the following:

(a) If It Is established to the satis-
faction of the Commissioner that neither
the mortgagor nor any of the officers,
directors, or stockholders of the mort-
gagor have any interest in the builder or
contractor, there may be used a lump
sum form of contract providing for pay-
ment of a specified amount.

(b) If It is determilied by the Com-
missioner that the mortgagor, its offi-
cars, directors or stockholders have any
interest, financlal or otherwise, in the
builder or contractor, the form'of con-
tract shall provide for payment of the.
actual cost of construction, not to exceed
an upset price and may provide for pay-
ment of a builder's fixed fee In addition
thereto. The builder's fixed fee shall
not exceed a reasonable allowance there-
for as established by the Commissioner,
In accordance with customary practices
In the area.
(c) Where a cost plus form of contract

is used, the mortgagor shal submit along
with Its certification of actual cost a cer-
tification of the general contractor, In a
form prezcribed by the Commissioner, as
to -all actual costs paid for labor, mate-
rials and subcontract work under the
general contract exclusive of the build-
er's fee and any kickbacks, rebates, trade
discounts, or other similar payments to
the general contractor, the mortgagor, or
any of Its officers, directors, stockholders
or partners.
(d) Vhere It Is determined by the

Commikioner that an Identity of interest
exists between the mortgagor or any of
Its officers, directors, stcckholders or
partners and any subcontractor, material
supplier, or equipment lessor, the mort-
gagor may be required by the Commis-
sioner to submit a certification of actual
cost by such subcontractor, material sup-
plier, or equipment lessor, in a form pre-
scribed by the Commissioner, as to all
actual costs paid for labor, materials,
subcontracts and overhead exclusive of
any kickbacks, rebates, trade discounts,
or other similar payments to the general
contractor, the mortgagor, or any of its
offIcers, directors, stockholders or part-
ners. Where the use of a cost plus form
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of contract Is required by the Commis-
sioner and It is determined by the Com-
missioner that an identity of interest
exists between the general contractor
and, any subcontractor, material sup-
plier, or equipment lessor, the mortgagor
may be required by the Commissioner to
submit a certification of actual cost by
such subcontractor, material supplier, or
equipment lessor.
§ 207.27 Certificates of actual cost.

(a) The mortgagor's certificate of ac-
tual cost, in a form prescribed by the
Commissioner, shall be submitted upon
completion of the physical improvements
to the satisfaction of the Commissioner
and prior to final endorsement. The
certificate shall show the actual cost to
the mortgagor, after deduction of any
kickbacks, rebates, trade discounts, or
other similar payments to the mortgagor,
or to any of its officers, directors, stock-
holders, or partners, of:

(1) The construction contract, where
the mortgagor and the general contrac-
tor are separate entities, or the construc-
tion of the project where the mortgagor
is the general contractor and there is
no such contract. In the case of a lump
sum contract, the amount shown in the
certificate shall include all payments un-
der the contract;

(2) In the case of a cost-plus-fixed-fee
contract or where the mortgagor is the
general contractor, the amount shown in
the certificate shall include such allow-
ance of general overhead items as are
acceptable to the Commissioner plus a
reasonable allowance for the builder's
profit as established by the Commis-
sioner;

(3) Architect's fee;
(4) Off-site public utilities and streets

not included In the general contract;
(5) Organizational and legal work;

and
(6) Other items of expense approved

by the Commissioner.
(b) A builder receiving a fixed fee

under a cost plus contract shall certify
In a form prescribed by the Commis-
sioner as to all actual cost paid for labor,
materials, and subcontract work under
the general contract exclusive of the
builder's fixed fee less any kickbacks,
rebates, trade discounts, or other simi-
lar payments to the builder or mortgagor
or any of its officers, directors or stock-
holders.

(c) The mortgagor shall keep and
maintain adequate records of all cost of
any construction or other cost items not
representing work under the general
contract and, in the case of a cost plus
contract, shall require the builder to
keep similar records and, upon request
by the Commissioner, shall make avail-
able for examination such records In-
cluding any collateral agreements.

(d) The Certificate of Actual Cost
shall be verified by an independent Cer-
tified Public Accountant or indepeldent
public accountant in a manner accept-
able to the Commissioner.

§ 207.28 Adjustment resulting from cost
certification,

Upon receipt of the mortgagor's cer-
tification of actual cost there shall be
added to the total amount thereof the
Commissioner's estimate of the fair
market value of any land included in the
mortgage security and owned by the
mortgagor in fee such value being prior
to the construction of the improvements.
In the event the land is held under a
leasehold or other interest less than a
fee, the cost, if any, of acquiring the
leasehold or other interest Is considered
an allowable expense which may be
added to actual cost provided that in no
event such amount is in excess of the
fair market value of such leasehold or
other interest exclusive of proposed Im-
provements. If the principal obligation
of the mortgage exceeds the applicable
statutory percentage of this total
amount, the mortgage shall be reduced
by the amount of such excess prior to
final endorsement for insurance.
§ 207.29 Rehabilitation projects.

In the event the mortgage is to finance
repair or rehabilitation, the mortgagor's
actual cost of such repair or rehabilita-
tion may include the Items of expense
permitted for new construction in ac-
cordance with either paragraph (a) or
paragraph (b) of § 207.27 and the ap-
plicable cost certification procedure
described therein will be required; pro-
vided such mortgage shall be subject to
the following limitations:

(a) Property held in fee. If no part of
the proceeds is to be used to finance
the purchase of the land or structures
involved, the mortgage shall be reduced
to an amount not to exceed 100 percent
of the approved cost of the completed
repair or rehabilitation.

(b) Property subject to existing mort-
gage. If the insured mortgage is to in-
clude the cost of refinancing an existing
mortgage acceptable to the Commission-
er, the amount of the existing mortgage
or 90 percent of the Commissioner's esti-

*mate of the fair market value of land
and existing Improvements prior to re-
pair or rehabilitation, whichever Is the
lesser, shall be added to the actual cost
of the repair or rehabilitation. If the
principal obligation of the insured mort-
gage exceeds the total amount thus ob-
tained, the mortgage shall be reduced by
the amount of such excess, prior to final
endorsement for Insurance.
(c) Property to be acquired. If the

mortgage is to include the cost of land
and improvements, and the purchase
price thereof is to be financed with part
of the mortgage proceeds, the purchase
price, or the Commissioner's estimate of
the fair market value of land and exist-
ing improvements prior to repair or re-
habiltation, whichever is the lesser,
shall be added to the actual cost of the
repair or rehabilitation. If the principal
obligation of the Insured mortgage ex-
ceeds the applicable statutory percent-
age of the total amount thus obtained,

the mortgage shall be reduced by the
amount of such exces, prior to final on-
dorsement for Insurance.
§ 207.30 Requisitcs of agreement and

certification.
(a) Any agreement, undertaking,

statement or certification required by
§ 207.27 shall specifically state that it
has been made, presented, and delivered
for the purpose of influencing an official
action of the Federal Housing Adminit-
tration, and of the Federal Housing
Commissioner, and may be relied upon
by thd Commissioner as a true statement
of the facts contained therein.

(b) Upon the Commizsioner's ap-
proval of the mortgagor's certification a
required by § 207.27 such certification
shall be final and incontestable c::cept for
fraud or material misrepresentation on
the part of the mortgagor.

OTHER ELGIDLE lOrTGAGYM
§ 207.31 EligIbility of miccllrancous

type mortgageo.
(a) A mortgage covering five or more

rental units and which meets the re-
quirements of this subpart, except as
modified by this section shall be eligible
for insurance under this subpart.

(b) The mortgage may be accepted
for insurance if-

(1) Executed in connection with the
sale by the Government, or any agency
or official thereof, of any housng ac-
quired or constructed under Public Law
849, Seventy-sixth Congress, as
amended; Public Law 781, Soventy-sLxth
Congress, as amended; or Public Lawa
9, 73, or 353, Seventy-seventh Congrezo,
as amended (including any additional
property acquired, held, or constrtcted
in connection with such housing or to
serve the inhabitants thereof); or

(2) Executed In connection with tho
sale by the Public Housing Administra-
tion, or by any public housing agency
with the approval of the cald Admin-
tration, of any housing Including vony
additional property acquired, held, or
constructed in connection with such
housing or to serve the Inhablt.ntj
thereof) owned or financially assisted
pursuant to the provisions of Public La'
671, Seventy-sixth Congress; or

(3) Executed In connection with the
sale by the Government, or any.agency
or ofcial thereof, or any of the so-called
Greenbelt towns, or parts thereof, In-
cluding projects, or parts thereof, known
as Greenhills, Ohio; Greenbolt, Mary-
land; and Greendale, Wisconsin, devel-
oped under the Emergency Relief Appro-
priation Act of 1935; or of any of tho
village properties or employee's housing
under the Jurisdiction of the Tennesssc,,eo
Valley Authority; or of any housing un-
der the jurisdiction of the Department
of the Interior located within the town
area of Coulee Dam, Washington, ac-
quired by the United States for the con-
struction, operation, and maintenance
of Grand Coulee Dam and Ito appurte-
nant works or of any permanent houing
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under the jurisdiction of the Depart-
ment of the Interior constructed under
the Boulder Canyon Project Act of De-
cember 21,1928, as amended and supple-
mented, located within the Boulder City
municipal area; or

(4) Executed in connection with the
sale by the Government, or any agency
or officil thereof, of any housing (in-
cluding any property acquired, held, or
constructed in connection therewith or
to serve the Inhabitants thereof) pursu-
'ant to the Atomic Energy Community
Act of 1955, as amended: Provided, That
such insurance shall be issued without
regard to any preferences or priorities
except those prescribed by the National
Housing Act or the Atomic Energy Com-
munity Act of 1955, as amended; or

(5) Executed in connection with the
sale by a State or municipality, or any
agency, instrumentality, or political sub-
division of either, of a project consisting
of any permanent housing (including
any propert acquired, held or con-
structed in connection therewith or to
serve the inhabitants thereof), con-
structed by or on.behalf of such State,
municipality, agency, instrumentality or
political subdivision, for the occupancy
of veterans (as defined in § 203.12) their
families and others: Provided, That in
no case may the principal obligation of
a mortgage referred to in this subpara-
graph exceed 90 percent of the appraised
value of the mortgaged property; or -

(6) Executed in connection with the
first resale, within two years from the
date of its acquisition from the Govern-
ment, of any portion of a project or
property of the'character described in
subparagraphs (1), (2), (3), and (4)
of this paragraph.

(c) For the purposes of this section, an
eligible mortgagor is defined as a person
or legal entity acceptable to the Com-
missioner. Such a mortgagor may, in
the discretion of the Commissioner, be
(1) uncontrolled or (2) controlled in
such degree and manner as the Commis-
sioner may find desirable under the
-circumstances.

§ 207.31a Eligibility of mortgages cov-
ering housing in certain neighbor-
hoods.

(a) A Mortgage financing the repair,
rehabilitation or construction of prop-
erty located in an older declining urban
area shall be eligible for Insurance under
this subpart subject to compliance with
the additional requirements of this
section.

(b) The mortgage shall meet all of the
requirements of this subpart, except such
requirements (other than those relating
to labor standards and prevailing wages)
as are judged to be not applicable on the
basis of the following determinations to
be made by the CommIssIoner;

(1) That the conditions of the area in
which the property is located prevent the
application of certain eligibility require-
ments of this subpart.

(2) That the area is reasonably viable,
and there is a need in the area for ade-
quate housing for families of low and
moderate income.

(3) That the mortgage to be insured Is
an acceptable risk.

(c) Mortgages complying with the re-
quirements of this section shall be in-
sured under this subpart pursuant to
section 223(e) of the National Housing
Act. Such mortgages shall be Insured
under and be the obligation of the Spe-
cial Risk Insurance Fund.
§ 207.32 Eligibility ofrefinncIng trans-

actions.
A mortgage given to refinance an ex-

isting insured mortgage covering five or
more rental units may be insured under
this subpart pursuant to section 223(a)
(7) of the act. The new mortzage shall
be limited in amount and in term as
follows:

(a) Except as provided in paragraph
(l), the principal of the new mortgage
shall not exceed the lowest of these
amounts:

(1) The original principal amount of
the existing insured mortgage.

(2) The unpaid principal amount of
the existing insured mortgage, to which
may be added-

CD The outstanding indebtedness In-
curred in connection with capital im-
provements made to the property which
are acceptable to the ComrnImIoner.

(II) The costs, as determined by the
Commissioner, of capital improvements,
upgrading or additions required to bo
made to the property.

(itI) Loan closing charges.
(3) 90 percent of the Comnissloner's

estimate of the value of the property
after completion of the repairs, Improve-
ments or additions to the property.

(b) Where the mortgage to be refl-
nanced is one of several Insured mort-
gages covering properties which are part
of a single development and the pro-
ceeds of the refinanced mortgage are to
be applied to the delinquent indebtedness
of one or more of the insured mortgages
in such development, the principal
amount of the new mortgage shall not
exceed the original principal amount of
the existing insured mortzage. For pur-
poses of this pamgraph, single develop-
ment shall mean adjacent properties
owned by the same mortgagor or an
affliate mortgagor, as determined by the
Commissioner.

c) The term of the new mortgage
shall not exceed the unexpired term of
the e:isting mortuage, except that it may
have a term of not more than 12 years in
excess of the unexpired term of the exist-
Ing mortgage in any case in which the
Commtltoner determines that the in-
surance of the mortage for eni addi-
tional term will inure to the benefit of
the applicable lasurance fund, taing
into consideration the outstanding insur-
ance liability under the existing Insured
mortgage.
§ 207.33 Eligibility of mortgages onmo-

bile home courts or parks.
(a) All of the provisions of this sub-

part shall apply to Insurance on mobile
home courts or parks, except as provided
in this section. All references in this
subpart to housing for rent or sale shall

mean the rental of spi-ce for the accom-
modation of mobile homes, and such
appurtenocc thereto as may have been
approved by the Commizsioner.

(b) A mortagae on a mobile home
court or park may involve a principal
obllatlon in en amount to boe deter-
mined as follows:

(1) An amount not exceeding the
lesser of $1 million, $2,500 per spact (as
defined by the Commissioner), or 90
percent of the estimated value of the
property after the Improvements are
completed.

(2) In any geoaphical area where
the Commissioner finds; cost levels co
require, the Commisioner may incre-,
by not to ezceed 45 percent the $1 miion
and $2,500 limitations set forth in sub-
paragraph (1).

(3) If the Commi sioner finds thatbe-
cause of hich costs in Alas-h. Gam, or
Hawall It is not feasible to construct
mobile home courts or parks without the
sacrlflce of sound standards of construc-
tion, design, and livability within the
limitations of maximum mortgage
amounts provided in this paragraph, the
principal obligation of mortgages may
be Increased in such amounts as may
be necezsary to compensate for such
costs, but not to exceed in any event the
maximum, including high cost area in-
crc=3 otherwise applicable, by more
than one-half thereof.

(c) A mortgage on a mobile home
court or park is not subject to the pro-
slons of § 207.4, except that the provi-
sions of § 207.4(c) (relating to increased
mortaage amounts for hish cost areas),
§ 207A(e) (relating to a reduction in
mortgnge amount where the mortgage is
on a Ieaehold estate) and the provi-
slons of § 207.4(f) (relating to loans to
cover 2-year operating losses) -hal be
applicable.

(d) A mortgage on a lw--ahold esate
shall be eligible for insurance only If the
real estate s held:

(1) On the interest of the lessea under
a lease for not lezs than 09 years which
isrenew able; or

(2) Under a lease having a pedale of
not less than 50 years to run from. th3
date the mortzage is execute .

(e) MReervedl
() A mortgage on a mobile home

court or park zhall have a term not in
excszs of 20 years from the date of in-
surance, except that such mortgage may
have a longer term, not in excezs of 43
years, if the Commirsoner determines
that the location of the project I- not
inconistent with comprehensive plan-
ning for the area where such plannin-
exists, or can r-sonably be expected to
be consistent with desirable growth pat-
terns in the foreceeable future.

(g) Reserved3
W) At the time a mortgage Is iinuzal

on a mobile home court or pzrk, the
mortzgaor shall have constructed and
completed, or "bndl have' rehabilitate:l-
and completed, pu=.vant to a commit-
ment to inm-e upon completion, or sb,-m
be oblIgated to construct and complete,
or to rehabilitate and complete pursuant;
to a commitment to insure advances,
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such court or park, designed principally
for rental use for mobile homes, and con-
forming to standards, specifications,
plans and requirements satisfactory to
the Commissioner.

(I) The references in §§ 207.25 to
207.29 to "statutory limitation" and
"statutory percentage" shall mean the
ratio of loan to value limitation set forth
in paragraph (b) of this section.
§ 207.34 Reinsurance of Commissioner-

held mortgages.

The Commissioner may insure under
this part, without regard to any limita-
tion upon eligibility contained in this
subpart, any mortgage assigned to him
In connection with payment under a con-
tract of mortgage insurance, or executed
in connection with a sale by him of any
property acquired under any section or
title of the Act.

Tnmu
207.35 Eligibility of tide.
In order for the mortgaged property to

be eligible for insurance, the Commis-
sioner must determine that marketable
title thereto Is vested In the mortgagor aS
of the date the mortgage is filed for rec-
ord. The title evidence will be examined
by the Commissioner and the original
endorsement of the credit instrument
for insurance will be evidence of its
acceptability.
§ 207.36 Title evidence.

(a) Upon insurance of the mortgage,
the mortgagee shall furnish to the Com-
missioner a survey of the mortgaged
property, satisfactory to him, and a policy
of title insurance covering such prop-
erty, as provided in subparagraph (1) of
this paragraph. If, for reasons the Com-
missioner deems satisfactory, title in-
surance cannot be furnished, the mort-
gagee shall furnish such evidence of title
in accordance with subparagraph (2),
(3), or (4) of this paragraph, as the
Commissioner may require. Any survey,
policy of title insurance, or evidence of
title required under this section shall be
furnished without expense to the Com-
missioner. The types of title evidence
are:

(1) A policy of title insurance issued
by a company and in a form satisfactory
to the Commissioner. The policy shall
name as the insureds the mortgagee and
the Secretary of Housing and Urban De-
velopment, as their respective interests
may appear. The policy shall provide
that upon acquisition of title by the
mortgagee or the Secretary, it will be-
come an owner's policy running to the
mortgagee or the Secretary, as the case
may be.

(2) An abstract of title satisfactory
to the Commissioner, prepared by an
abstract company or individual engaged
in the business of preparing abstracts of
title, accompanied by a legal opinion
satisfactory to the Commissioner, as to
the quality of such title, signed by an
attorney at law experienced in the ex-
amination of titles.

(3) A Torrens or similar title certifi-
cate.

(4) Evidence of title conforming to
the standards of a supervising branch
of the Government of the United States
of America, or of any State or Territory
thereof.

(b) The survey required by paragraph
(a) of this section need not be fur-
nished in connection with a project In-
volving rehabilitation where the mort-
gage does not exceed $200,000.

ExTExsIox OF TI=x
§ 207.36a Actions by Commissioner.

Where the mortgagee or lender has
failed to take action within the period
of time required in order to prevent the
expiration of a commitment or in order
to reopen an expired commitment, the
Commissioner may extend such period
and may retroactively reinstate or reopen
such commitment.
§ 207.249 Effect of amendments.

The regulations In this subpart may be
amended by the Commissioner at any
time and from time to time, in whole or
In part, but such amendment shall not
adversely affect the interests of a mort-
gagee or lender under the contract of In-
surance on any mortgage or loan already
insured and shall not adversely affect the
interests of a mortgagee or lender on any
mortgage or loan to be insured on which
the Commissioner has made a commit-
ment to insure.

Subpart B-Contract Rights and
Obligations

§ 207.251 Definitions.
As used in this subpart:
(a) The term "Commissioner" means

the Federal Housing Commissioner.
(b) The term "act" means the Na-

tional Housing Act, as amended.
(c) The term "mortgage" means such

a first lien upon real estate and other
property as Is commonly given to secure
advances on, or the unpaid purchase
price of, real estate under the laws of the
State, district or territory in which the
real estate is located, together with the
credit instrument or Instruments, if any,
secured thereby. In any instance where
an operating loss loan Is involved, the
term shall include both the original
mortgage and the instrument securing
the operating loss loan.
(d) The term "insured mortgage"

means a mortgage which has been In-
sured by the endorsement of the credit
instrument by the Commissioner, or his
duly authorized representative.

(e) The term ."contract of insurance"
means the agreement evidenced by such
endorsement and includes the terms,
conditions and provisions of this part
and of the National Housing Act.

(f) The term "mortgagor" means the
original borrower under a mortgage and
its successors and such of its assigns as
are approved by the Commissioner.

(g) The term "mortgagee" means the
original lender under a mortgage its
successors and such of its assigns as are
approved by the Commissioner, and In-
cludes the holders of the credit Instru-
ments issued under a trust indenture,
mortgage or deed of trust pursuant to

which such holders act by and through
a trustee therein named.

Piumunms
§ 207.252 Firt, second and Ildrd preml-

unis.
The mortgagee, upon the Initial en-

dorsement of the mortgage for insur-
ance, shall pay to the Comnissioner a
first mortgage insurance premium equal
to one-half of oie percent of the original
face amount of the mortgage.

(a) If the date of the first principal
payment Is more than one year follow-
ing the date of such initial Insurance
endorsement, the mortgagee, upon the
anniversary of such insurance date,
shall pay a second premium equal to
one-half of one percent of the original
face amount of the mortgage. On the
date of the first principal payment, the
mortgagee shall pay a third premium
equal to one-half of one percent of the
average outstanding principal obligation
of the mortgage for the following year
which shall be adjusted so as to accord
with such date and so that the aggregate
of the said three premiums shall equal
the sum of (1) one percent of the aver-
age outstanding principal obligation of
the mortgage for the year following
the date of initial insurance endorse-
ment and (2) one-half of one percent
per annum of the average outstanding
'principal obligation of the mortgage for
the period from the first anniversary of
the date of initial insurance endorse-
ment to one year following the date
of the first principal payment.

(b) If the date of the first principal
payment Is one year, or less than one
year following the date of such initial
insurance endorsement, the mortagee,
upon such first principal payment date,
shall pay a second premium equal to
one-half of one percent of the average
outstanding principal obligation of the
mortgage for the following year which
shall be adjusted so as to accord with
such date and so that the agregate of
the said two premiums shall equal the
sum of (1) one percent per annum of
the average outstanding principal obli-
gation of the mortgage for the period
from the date of initial insurance en-
dorsement to the date of first principal
payment and (2) one-half of one percent
of the average outstanding principal ob-
ligation of the mortgage for the year
following the date of the first principal
payment.

(c) Where the credit instrument io
initially and finally endorsed for insur-
ance pursuant to a Commitment to In-
sure Upon Completion, the mortgagee on
the date of the first principal payment
shall pay a second premium equal to one-
half of one percent of the average out-
standing principal obligation of the
mortgage for the year following cuch
first principal payment date which shall
be adjusted so as to accord with such
date and so that the aggregate of the
said two premiums shall equal the sum
of one-half of one percent per annum
of the average outstanding principal
obligation of the mortgage for the period
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from the'date of the insurance endorse-
ment to one year following the date of
the first-principal payment.

(d) Until the mortgage is paid in full,
or until receipt by the Commissioner of
an application for insurance benefits, or
until the contract of insurance is other-
wise terminated with the consent of the
Commissioner, the mortgagee, on each
anniversary of the date of the first prin-
cipal payment, shall pay an annual mort-
gage insurance premium equal to one-
half of one percent of the average
outstanding principal obligation of the
mortgage for the year following the date
on which such premium becomes payable.

(e) The premiums payable on and
after the date of the fIrst principal pay-
ment shall be calculated in accordance
with the amortization provisions with-
out taking into account delinquent pay-
ments or prepayments.

(f) -Premiums shall be payable In cash
or in debentures at par plus accrued in-
terest. All premiums are payable in ad-
vance and no refund can be made of
any portion thereof except as hereinafter
provided in this subpart.
§ 207.252a Premiums- operating loss

loans.

(a) The mortgagee, upon the Insur-
ance endorsement of the increase loan
credit instrument covering the operating
loss loan, shall pay to the Commissioner
a first mortgage insurance premium of
one-half of 1 percent of the original
amount of the loan.

(b) The provisions of paragraphs (d),
(e), and Cf) of § 207.252 shall apply to
operating loss loans.
§ 207.253 Adjusted premium and term!-

nation charges.
(a) All rights under the insurance

contract and all obligations to pay future
insurance premiums shall terminate on
the following conditions:

(1) Payment to the Commissioner of
an adjusted premium or termination
charge computed as follows:

(i) Two percent of the original face
amount of the mortgage when the mort-
gage is prepaid in full or the contract of
insurance is voluntarily terminated with-
in five years from the date of the initial
endorsement for insurance; or

(ii) One percent of the original face
amount of the mortgage when the mort-
gage is prepaid in full or the contract of
insurance is voluntarily terminated after
five years from the date of initial en-
dorsement for insurance; or

(iii) If at the time of prepayment in
-full or voluntary termination a new in-
sured mortgage is placed on the same
property and the new mortgage is less
than the face amount of the original
mortgage, the adjusted premium or ter-
mination charge shall be computed at
the relevant percentage prescribed in
subdivision (D or 0if) of this subpara-
graph of the difference between the face
amount of the new mortgage and the
original mortgage. The provision of this
subdivision (1i) shall also apply to in-

. stances where there are a series of new

individually Insured mortgages placed on
the same property.

(iv) If a new insured mortgage or
mortgages are placed on the came prop-
erty within 1 year from the date of pre-
payment in full or voluntary termination
(or within such further time as the Com-
missioner may approve in writing), the
Commissioner shall refund to the mort,-
gagee for the account of the mortgagor
any overpayment determined by recom-
Puting the adjusted premium or termi-
nation charge using the formula pre-
scribed in subdivision di) of this
subparagraph. The prov!son of this
subdivision (iv) shall alco apply to in-
stances where there are a series of new
individual insured mortgages placed on
the same property.

(2) Notice of the prepayment shall be
given to the Commissioner, on a form
prescribed by the Commissioner, within
30 days from the date of the prepayment.
The adjusted premium shall be remitted
to the Commissioner with the notice of
prepayment. Payment shall be made
either in dash or debenturcs at par plus
accrued interest. The insurance contract
shall terminate effective as of the date
of the prepayment.

(3) Receipt by the Commisioner of a
written request, on a form prescrlbed by
the Commissioner, by the mortgagor and
the mortgagee for such termination, ac-
companied by a submission of the orig-
inal credit instrument for cancellation
of the insurance endorsement and the
remittance of all sums to which the Com-
missioner is entitled. The terminatlon
shall become effective as of the date
these requirements are met.

(b) In no event shall the adjusted
premium charge or termination charge
exceed the aggregate amount of premium
charges which would have been payable
if the mortgage had continued to be In-
sured until maturity.

(c) No adjusted premium charge shall
be due the Commissioner in the follow-
Ing cases:

(1) Where, at the time of such pre-
payment, there is placed on the mort-
gaged property a new insured mortgage
or mortgages for an amount equal to or
greater than the orlgnal principal
amount of the prepaid mortgage; or

(2) Where the final maturity specl-
fled in the mortgage Is accelerated solely
by reason of partial prepayments made
by the mortgagor which do not exceed
in any one calendar year 15 percent of
the original face amount of the mort-
gage; or

(3) Where the final maturity specified
in the mortgage is accelerated rolely by
reason of payments to principal to com-
pensate for damage to the mortgaged
property, including Ios by condemna-
tion or conveyance in lieu of condemna-
tion, or a release of a part of such prop-
erty, if approved by the Comminsioner; or

(4) Where payment in full is made
of a delinquent mortgage:

(1) On which foreclosure proceedings
have been commenced; or

(fli) For the purpose of avoldLng fore-
closure, If the transaction is approved by
the Commissioner; or

(5) Where, at the time of such pre-
payment, there is placed on the prop-
erty a new insured mortgage or mort-
gages less than the original principzl
amount of the prepaid mortgage: P-o-
rided, That the CommL-sioner finds thzt
the collection of such charge vould be
inequitable under the particular clremn-
stances of the transaction.

(6) Where prepayment In full is made
for the purpcze of converting all of the
individual units of a proje t to family
units under section 234 of the Act.

(7) Where the mortgage is paid in full
from the procceds of a dircet loan
granted under a pro=am administered
by the Secretry of Housing and Urban
Davelopment.

(8) Where the mortgage Is p3id in full
by a mortgagor which is a federal, state
or other governmental agency or in-
strumentallty.

(9) Where the mortgage is paid in
fall after July 1, 1962 and the mort-
gagor certifies to the Comrmssioner, in
a manner satisfactory to him, that the
payment was made by or on behalf of a
nonprofit education-l institution whi-ch
intends to use the property for educ-
tional purpoze.

(10) Whee the mortgage has baen In-
sured for 10 or more years and the
Commissioner determines the following:

(1) The mortgaged property has b-an
operated at a deficit over a substantial
perlod and major rehabilitation will help
to remedy this condition.

(I) PEA financing for rehabilitation
Is not feasible.

(11) Financing obtained to prepay tha
insured mortgage .ill also finance the
necessary rehabilitatfon and make the
project competitive with other avaifhble
rentals.
(d) No termination charge rhal be

due the Commissioner where the termi-
nation of Insurance is:

(1) In connection with a delinquent
mortgage on which foreclosure proceed-
ings have been commenced; or

(2) For the purpoZe of avoiding fora-
closure, if the transaction Is approved
by the Commissioner.

(3) Where the voluntary termination
occurs for the purpos3 of converting all
of the individual units of a project to
family units under -ection 234 of the Act

(4) Pursuant to a request for termina-
tion in a case where the mortgagor is a
nonprofit educational Institution which
certifies to the Commissioner, in a
manner satisactory to him, that the
property will be used for educational
purposes.
(e) Upon termination of the mortgage

insurance contract by a payment in full
or by a voluntary termination, the Com-
mIsoner shall refund to the mortgagee
for the account of the mortgagor an
amount equal to the pro ratta portion
of the current annual mortgage insur-
ance premium theretofore p-d, which
is applicable to the portion of the year-
subsequent to (1) the date of the pre-
payment or (2) the effective date of the
voluntary termination of the contract of
In urance.

FEDERAL REGISTER, VOL. 36, NO. 246-WEDNESDAY DECEMBER 22, 1971

24547



RULES AND REGULATIONS

§207.253a Termination of insurance
contract.

(a) Reasons for termination. The
happening of any of the following events
shall constitute hn additional reason for
terminating the contract of insurance
without the payment of any adjusted
premium or termination charge, in cases
where the mortgagee has elected to con-
vey the property to the Commissioner:

(1) The acquisition by the mortgagee
of the mortgaged property without con-
veying it to the Commissioner.

(2) The acquisition of the property at
the foreclosure sale by a party other than
the mortgagee.

(3) The redemption of the property
after foreclosure.

(4) Notice given by the mortgagee
after the foreclosure and during the re-
demption period that it will not tender
the property to the Commissioner.

(b) Notice of termination. No lon-
tract of insurance shall be terminated
until the mortgagee has given written
notice thereof to the Commissioner
within 30 days from the happening of
any one of the events set forth in para-
graph (a) of this section.

(c) Effective termination date. The
Commissioner shall notify the mortgagee
that the contract of insurance has been
terminated and the effective termination
date. The termination shall be effective
as of the date any one of the events set
forth in paragraph (a) of this section
occur.

(d) Effect of termination. U p o n
termination of the contract of insurance,
the obligation to pay any subsequent
MIP shall cease and all rights of the
mortgagor and mortgagee shall be termi-
nated.

INSURANCE ENDORSEMENT
§ 207.254 Insurance endorsement.

(a) Initial endorsement. The Commis-
sioner shall indicate his insurance of
the mortgage by endorsing the original
credit instrument and identifying the
section of the. Act and the regulations
under which the mortgage is insured and
the date of insurance.

(b) Final endorsement. When all ad-
vances of mortgage proceeds have been
made and all the terms and conditions
of the commitment have been complied
with to the satisfaction of the Commis-
sioner, he shall indicate on the original
credit instrument the total of all ad-
vances he has approved for insurance
and again endorse such instrument.

(c) Effect of endorsement. From the
date of initial endorsement, the Commis-
sioner and the mortgagee or lender shall
be bound by the provisions of this sub-
part to the same extent as if they had
executed a contract including the'provi-
sions of this subpart and the applicable
sections of the Act.
RIGHTS AND Dunxs OF MORTGAGEE UNDER

THE CONTRACT OF INSURANCE

§ 207.255 Defaults.
(a) The following shall be considered

a default under the terms of a mortgage
insured under this subpart:

(1) Failure of the mortgagor to make
any payment due under the mortgage;
or

(2) Failure to perform any other cov-
enant under the provisions of the mort-
gage, if the mortgagee, because of such
failure, has accelerated the debt.

(b) In the case of an operating loss
loan, the failure of the mortgagor to
make any payment due under such loan
or under the original mortgage shall be
considered a default under both the loan
and original mortgage.

(c) If such defaults as defined in par-
agraphs (a) and (b) of this section con-
tinue for a period of 30 days the mort-
gagee shall be entitled to receive the
benefits of the insurance hereinafter
provided.

(d) For the purposes of this section
the date of default shall be considered
as: I

(1) The date of the first uncorrected
failure to perform a covenant or obli-
gation; or

(2) The date of the first failure to
make a monthly payment which subse-
quent payments by the mortgagor are
insufficient to cover when applied to the
overdue monthly payments in the order
in which they became due.
§ 207.256 Notice.

(a) If the default as defined in
§ 207.255 is not cured within the 30 day
grace period, the mortagee shall within
30 days thereafter notify the Commis-
sioner in writing of such default.

(b) Notwithstanding the provision of
§ 207.255(b), the mortagee will be re-
quired to give notice in writing to the
Commissioner of the failure of the mort-
gagor to comply with such covenant re-
gardless of the fact the mortgagee may
not have elected to accelerate the debt.
§ 207.256a Reinstatement of defaulted

mortgage.
If after default and prior to thd com-

pletion of foreclosure proceedings the
mortgagor shall cure the default, the in-
surance shall continue as if a default had
not occurred, provided the mortgagee
gives written notice of reinstatement to
the Commissioner.
§207.256b Modification of mortgage

terms.
(a) The mortgagor and the mortgagee

may, with the approval of the Commis-
sioner, enter into an agreement which
extends the time for curing a default un-
der the mortgage or modifies the pay-
ment terms of the mortgage.

(b) The Commissioner's approval of
the type of agreement specified in para-
graph (a) of this section shall not be
given unless the mortgagor agrees in
writing that, during such period as pay-
ments to the mortgagee are less than the
amounts required under the terms of the
original mortgage, it will hold in trust for
disposition as directed by the Commis-
sioner all rents or other funds derived
from the property which are not required
to meet actual and necessary expenses
arising in connection with the operation
of such property, including amortization
charges under the mortgage.

(c) The Commissioner may exempt a
mortgagor from the requirement of para-
graph (b) of this section in any caso
where the Commissioner determines that
such exemption does not jeopardize the
interests of the United States.
§ 207.257 Commissioncer's right to re-

quire acceleration.
Upon receipt of notice of violation of

a covenant, as provided for in § 207.250
(b), or otherwise being apprised thereof,
the Commissioner reserves the right to
require the mortgagee to accelerate pay-
ment of the outstanding principal bal-
ance due in order to protect the interests
of the Federal Housing Commissioner.
§ 207.258 Insurance claim requirements,

(a) Alternative election by mortgagee,
When the mortgagee becomes eligible to
receive mortgage Insurance benefits pur-
suant to § 207.255(c), it shall, within 45
days thereafter, give the Commissioner
written notice of its intention to file an
insurance claim and of its election either
to assign the mortgage to the Commis-
sioner, as provided in paragraph (b) of
this section, or to acquire and convey
title to the Commissioner, as provided In
paragraph (c) of this section.

(b) Assignment of mortgage to Com-
missioner. If the mortgagee elects to as-
sign the mortgage to the Commissioner,
it shall, at any time within 30 days after
the date of the notice of such election,
file its application for Insurance benefits
and assign, in such manner as the Com-
missioner may require, the original credit
and security instruments to the Commis-
sioner. In addition, the following re-
quirements shall be met:

(1) Notice of assignment. On the date
the assignment of the mortgage is filed
for record, the mortgagee shall notify the
Commissioner on a form prescribed by
him of such assignment, and shall also
notify the FHA Assistant Commis-
sioner-Comptroller by telegram of such
recordation.

(2) Warranty of mortgagee. The as-
sigrment shall be made without recourse
or warranty, except that the mortgagee
shall warrant that:

(i) No act or omission of the mort-
gagee has impaired the validity and
priority of the mortgage.

(1) The mortgage is prior to all me-
chanics' and materialmen's liens filed of
record subsequent to the recording of the
mortgage, regardless of whether such
liens attached prior to the recording
date.

(III) The mortgage is prior to all liens
and encumbrances which may have at-,
tached or defects which may have arisen
subsequent to the recording of the mort-
gage, except such liens or other matters
as may be approved by the Commis-
sioner.

(iv) The amount stated in the instru-
ment of assignment is actually duo un-
der the mortgage and there are no offsots
or counterclaims against such amount.

(v) The mortgagee has a good right
to assign the mortgage.
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(3) Items delivered by mortgagee.
The mortgagee shall deliver to the Com-
missioner, within 45 days after the as-
signment is filed for record, the items
enumerated below:

(I) An assignment of all claims of the
mortgagee against the mortgagor or
others arising out of the mortgage trans-
action. f

(ii) All policies of title or other in-
surance or surety bonds or other guar-
anties, and any and all claims thereun-
der, including evidence satisfactory to
the Commissioner that the effective date
of the original title coverage has been
extended to include the assignment of
the mortgage to the Commissioner.

(iii) All records, ledger cards, docu-
ments, books, papers, and accounts relat-
Ing to the mortgage transaction.

(iv) All property of the mortgagor
held by the mortgagee or to which it is
entitled (other than the cash items which
are to be retained by the mortgagee)
pursuant to subparagraph (4) of this
paragraph.

v) Any additional information or
data which the Commissioner may
require.

(4) Disposition of cash items. The
following cash items shal. either be re-
tamed by the mortgagee or delivered to
the Commissioner in accordance with
instructions to be issued by the Commis-
sioner at the time the insurance claim is
flld:

(i) Any balance of the mortgage loan
not advanced to the mortgagor.

(ii) Any cash held by the mortgagee
or its agents or to which It is entitled, in-
eluding deposits made for the account of
the mortgagor, and which have not been
applied in reduction of the principal of
the mortgage indebtedness.

Ciii) All funds held by the -mortgagee
for the account of the mortgagor received
pursuant to any other agreement.

(iv) The amount of any undrawn bal-
ance under a letter of credit used in lieu
of a cash deposit.

(c) Conveyance of title to Commis-
Soiner. If the mortgagee elects to
acquire and convey title to the Commis-
sioner, the following requirements shall
be met:

(1) Alternative actions by mortgagee.
At any time-within a period of 30 days
after the date of the notice of such elec-
tion, the mortgagee shall take one of the
alternative actions In subparagraph (2)
or (3) of this paragraph.

(2) Foreclosure of mortgage. The
mortgagee may elect to commence fore-
closure proceedings. If the laws of the
State where the property is located do
not permit institution of foreclosure
within such 30-day period, foreclosure
,hall be commenced not less than 30 days
after such action can be taken. Under
such proceedings, the mortgagee shall
take one of the following actions:

Ci) Obtain possession of the mortgaged
property and the income therefrom
through the voluntary surrender thereof
by the mortgagor.

0li) Institute and prosecute with rea-
sonable diligence, .proceedings for the
appointment of a receiver to manage the

mortgaged property and collect income
therefrom.

(liI) Proceed to exercise such other
rights and remedies as may be available
to it for the protection and preservation
of the mortgaged property and to obtain
the income therefrom under the mort-
gage and the law of the particular
jurisdiction.

(iv) With the prior approval of the
Commissioner. exercise the power of sale
under a deed of trust.

(3) Acquisition of title and Possession.
The mortgagee, with the approval of the
Commissioner, may elect to acquire pos-
session of, and title to, the mortgaged
property by means other than foreclo-
sure. With the prior approval of the
Commissioner, title may be transferred
directly to the Commissioner.

(4) Notice of foreclo=ure. The mort-
gagee shall give written notice to the
Commissioner within 30 days after the
Institution of foreclosure proceedings
and shall exercise reasonable diligence In
prosecuting such proceedings to comple-
tion. Any developments which might
delay the consummation of such pro-
ceedings shall be promptly reported to
the Commissioner.

(5) Transfer by mortgagee. After ac-
quiring title to and possession of the
property, the mortgagee shall (within
30 days of such acquisition) transfer title
and possession of the property to the
Commissioner. The transfer shall be
made in such manner as the Commis-
sioner may require. On the date the deed
is filed for record, the mortgagee shall
notify the Commisoner on a form pre-
scribed by him-of the filing of such
conveyance, and shall also notify the
FHA Assistant Commlssioner-Comptrol-
ler by telegram of such recordation.

(6) Filing of deed and application.
The mortgagee shall file its application
for insurance benefits at the time of
filing for record of the deed conveying
the property to the Commlissoner.

(7) Deed covenants and documents.
The deed conveying the property to the
Commissioner shall contain covenants
satisfactory to the Commissioner. The
original deed shall be forwarded to the
Commissioner as soon as received from
the recording authority. The following
documents shall be forwarded with the
deed:

(I) A bill of sale covering any personal
property to which the mortgagee is en-
titled by reason of the mortgage trans-
action or by the acceptance of a deed
in lieu of foreclosure.(i) An assignment of all claims or the
mortgagee against the mortgagor or
others arising out of the mortgage trans-
action and out of the foreclosure pro-
ceedings or other means by which the
property was acquired.

(iII) An assignment of any claims on
account of title insurance and fire or
other hazard insurance, except claims
which have been released with the prior
approval of the Commissioner.

(8) Title evidence. Evidence of title,
satisfactory to the Commissioner and
meeting the requirements of § 207.258a
shall be furnished to the Commissioner
(without expense to him) within 45 days
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of the filing for record of the deed con-
veying the property to him.

(9) Disposition of cash items. The
provisions of paragraph (b) (4) of this
section, relating to the retention or de-
livery of cash items, shall be applicable
to cases involving the conveyance of
property to the Commissioner.
§ 2 07.250a Title requirements.

(a) Form of title evidence. The title
evidence submitted with a conveyance
of the property to the Commissioner shall
be In the form of an owner's policy of title
Insurance, except that, If an abstract and
attorney's opinion were accepted by the
Commissioner at the time of insurance,
the title evidence may be in such form.
The title evidence shall be effective on or
after the date of the recording of the
conveyance to the Commsioner.

(b) Content of title evidence. To be
satisfactory to the Commissioner, the
title evidence covering the property con-
veyed to him rball show the same title
vested In the Commizzsoner as was vested
In the mortgagor as of the date of the
mortgage was filed for record, with the
exception of such llens or other matters
affecting the title as may be approved
by the Commissioner.
§ 207.259 Insurance Lenefits.

(a) Method of payment. Upon either
an assignment of the mortgage to the
Commissioner or a conveyance of the
property to him in accdrdance with the
requirements of § 207.258, payment of
insurance claim shall be made in cash.
in debentures, or in a combination of
both. as determined by the Commissioner
at the time of payment, except that
where the mortgage is insured pursuant
to section 223(e) of the National Housing
Act such claim shall be paid in cash
from the Special Risk Insurance Fund,
unless the mortgagee files a written re-
quest with the application for payment In
debentures. If such a request is made, the
claim shall be paid by issulng debentures
and by paying any balance In cash.

(b) Amount of Payment; assignment
of mortgage. If the mortgage Is as-
signed to the Commissioner, the insur-
ance benefits shall be paid in an amount
determined as follows:

(1) By adding to the unpaid principal
amount of the mortgage, computed as
of the date of default, the following
Items:

(U) The amount of all payments made
by the mortgagee for taxes, special
aszessments and water rates which are
liens prior to the mortgage; for insur-
ance on the property; and for any mort-
gage Insurance premiums paid after de-
fault.

(if) An allowance for reasonable pay-
ments made by the mortgagee, with the
approval of the Commissioner, for the
completion and preservation of the
property.

(IlI) An amount equivalent to the
debenture Interest which would have
been earned on the portion of the Insur-
ance benefit. paid in cash, as of the date
such cash payment is made, except that
when the mortgagee fails to meet any
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one of the applicable requirements of
§§ 207.256 and 207.258 within the speci-
fied time and in a manner satisfactory
to the Commissioner (or within such
further time as the Commissioner may
approve in writing), the interest allow-
ance in such cash payment shall be com-
puted only to the date on which the
particular required action should have
been taken or to which it was extended.

(2) By deducting from the total of the
Items computed under subparagraph (1)
of this paragraph, the following items:

(i) Any amount received by the mort-
gagee on account of the mortgag& after
the date of default.

(If) Any net income received by the
mortgagee from the property covered by
the mortgage after the date of default.

(lit) The sum of the cash items re-
tained by the mortgagee pursuant to
§ 207.258(b) (4), except the balance of
the mortgage loan not advanced to the
mortgagor.

(iv) An amount equivalent to 1 per-
cent of the mortgage funds advanced to
the mortgagor and not repaid as of the
date of default, except that all or part
of the 1 percent may be waived by the
Commissioner If, at his request and In
lieu of foreclosure, the mortgage is as-
signed to the Secretary.

(a) Amount of Payment; conveyance
of property. If the property is con-
veyed to the Commissioner, the insur-
ance benefits shall be paid in an amount
determined in accordance with para-
graph (b) of this section, except that
the item set forth in paragraph (b) (2)
(iv) shall not be deducted.

(d) Issuance of certificate of claim.
In addition to the Insurance benefits
paid under paragraph (b) or (c) of this
section, a certificate of claim shall be
Issued to the mortgagee.

(1) In the case of an assignment of
the mortgage, the certificate shall be
for an amount which the Commissioner
determines to be sufficient, when added
to the amount of the insurance benefits,
to equal the -amount the mortgagee
would have received if, on the date of
assignment to the Commissioner, the
mortgagor had paid In full all obliga-
tions under the mortgage. Where a
conveyance Is involved, there shall also
be included in the certificate an allow-
ance In a reasonable amount for any
necessary expenses incurred by the
mortgagee In connection with the fore-
closure proceedings or the acquisition of
the mortgaged property otherwise and
in .connection with the conveyance of
the property to the Commissioner.

(2) The certificate of claim shall pro-
vide for an uncompounded annual in-
terest increment of 3 percent to begin
as of the date of either assignment or
conveyance.

(e) Issuance- of debentures. Where
debentures are issued, they shall meet
the following requirements:

(1) Be issued as of the date of default.
(2) Be registered as to principal and

interest.
(3) At the option of the Commissioner

and with the approval of the Secretary
of the Treasury, be redeemable at par

plus accrued interest on any semiannual
interest payment date on 3 months' no-
tice of redemption given in such manner
as the Commissioner shall prescribe.
The debenture interest on the debentures
called for redemption shall cease on the
semiannual interest payment date desig-
nated in the call notice. The Commis-
sioner may Include with the notice of
redemption an offer to purchase the
debentures at par plus accrued interest
at any time during the period between
the notice of redemption and the re-
demption date. If the debentures are
purchased by the Commissioner after
such call and prior to the named redemp-
tion date, the debenture interest shall
cease on the date of purchase.

(4) Mature 20 years from the date
thereof. -

(5) Be issued in multiples of $50, and
any differences not in excess of $50 be-
tween the amount of insurance benefits
to which the mortgagee is entitled here-
under and the aggregate face amount of
the debentures issued, shall be paid in
cash by the Commissioner to the mort-
gagee.

(6) Bear interest from the date of is-
sue, payable semiannually on the first day
of Jahluary and the first day of July of
each year at the rate in effect, as of the
date the commitment was issued, or as
of the date of initial insurance endorse-
ment of the mortgage, whichker rate is
the higher. The following interest rates
are effective for the dates listed:

Effective rate (percent) On or after- Prior to-

i-------------------- _ Jan. 1,1967 Jlcn. 1,1053
-Jan. 1,1963 July 1,1269

6% -- July 1,1099 Jan. 1,1970
-y J San. 1,1970 July 1,1970

-o ........................ July 1,1970 Jan. 1,1971
-an. I,1o71 July 1, 1971
-s uly 1,1071 ..........

(7) Debentures representing the por-
tion of the claim applicable to an operat-
ing loss loan shall bear interest at the
rate in effect as of the date the commit-
ment to insure such loan was issued, or
as of the date of endorsement for insur-
ance of such loan, whichever rate is the
higher, although debentures represent-
ing the portion of the claim applicable
to the original mortgage may bear in-
terest at a different rate.
5 207.259a Waiver of title objection;

mortgages formerly Commissioner-
held.

If the Commissioner sells a mortgage
and such mortgage is later reassigned to
him in exchange for debentures or the
property covered by such mortgage is
later conveyed to him in exchange for
debentures, the Commissioner will not
object to title by reason of any lien or
other adverse interest that was senior to
the mortgage on the date of the orig-
inal sale of such mortgage by the
Commissioner.
§ 207.260 Protection of mortgage secu-

rity.
(a) Annual inspection of property by

mortgagee. As long as the mortgage is

insured by the Comnlssoner, the mort-
gagee shall ascertain the general phyMI-
cal condition of the mortgaged property
in each calendar year commencing with
the calendar year following completion
of the project. The mortgagee shall fur-
nish the Commissioner and the mort-
gagor with a copy of its inspection re-
port, which shall contain the mortgagco's
recommendations for any neceary
action.

(b) Damage to propcrty by unreason-
able use, abuse, or neglect. If a claim for
mortgage insurance benefits is filed, the
Commissioner will accept an assignment
of the mortgage or conveyance of the
prdperty even though the bulldings or
Improvements thereon have been sub-
jected to permanent or substantial danm-
age through unreasonable use, abu.e or
neglect. The mortgagee shall not be hold
responsible for such damage and deduc-
tions therefor will not be made from
mortgage Insurance benefits.

(c) Insurance of property against fire
and other hazards. The mortgaged prop-
erty shall be Insured against fire and
other hazards as provided in the mort-
gage. The mortgagee shall obtain such
coverage in the event the mortgagor falls
to do so. If the mortgagee falls to pay any
premiums necessary to keep the mort-
gaged premises so insured, the contract
of mortgage insurance may be termi-
nated at the election of the Commis-
sioner.

(d) Effect of failure to vrovide insur-
ance; canceZlation of insurance. If the
mortgage Is assigned to the Commis-
sioner or the property Is conveyed to the
Commissioner and at the time of such
assignment or conveyance the property
has been damaged by fire or other haz-
ards and loss has been sustained because
of failure to keep the property insured
as provided in the mortgage, the amoumt
of such loss may be deducted from the
insurance benefits paid by the Commis-
sioner, unless the following conditiona
are met:

(1) The property shall have been cov-
ered by insurance against fire and other
hazards at the time the mortgage was
insured.

(2) Such insirance shall have been
later canceled or renewal shall have been
refused by the insuring company.

(3) The mortgagee shall have noti-
fied the Commissioner within 30 days (or
within such further time as the Com-
missioner may approve) of the cancel-
lation of the insurance or of the reftmal
of the Insuring company to renew the
insurance. Such notification shall have
been accompanied by a certification that
the mortgagee's diligent efforts to ob.
tain insurance coverage against fire and
other hazards at reasonably competitive
rates were unsuccessful and that it
would continue its efforts to obtain ado-
quate insurance coverage at competitive
rates.

(e) Application of insurance proceeds.
(1) In the event a loss has occurred to
the mortgaged property under any policy
of fire or other hazard insurance and the
mortgagee 'has received the proceeds
therefrom, It shall not excrcise iti option
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under the mortgage to use the proceeds
of such insurance for the repairing, re-
placing, or rebuilding of the premises, or
apply them to the mortgage indebted-
ness, or make other disposition of such
proceeds, without the prior written ap-
proval of the Commissioner.

(2) If the proceeds are applied to the
mortgage with such prior written ap-
proval and result in the payment in full
of the entire mortgage indebtedness, the
contract of mortgage insurance made
with the Commissioner shall thereupon
terminate.

(3) If the Commissioner shall fail to
give his approval to the use or applica-
tion of such funds for either of said pur-
poses within 30 days after written request
by the mortgagee, the mortgagee may
use or apply such funds for any of the
purposes specified in the mortgage with-
out the approval of the Commissioner.

ASSIGNMENTS -

§ 207.261 Assignment of insured mort-
, gages.

(a) In general An approved mort-
gagee may assign, transfer or pledge an
insured mortgage or a partial interest
in an insured mortgage by way of a par-
ticipation or other arrangement, in ac-
cordance with the terms and conditions
prescribed in this section.

(b) Bonds. Bonds or other obligations
issued in connection with an insured
mortgage executed in the form of an in-
denture of trust may be transferred as
provided in the trust indenture and the
provisions of paragraph (g) of this sec-
tion shall not be applicable to these
transfers.

(c) Transfers Prior to full disburse-
ment. Transfers or pledges of the in-
sured loan may be made prior to full
disbursement only with the prior written
approval of the Commissioner.

(d) Transfers after full disbursement.
Transfers after full disbursement may
be made only to a transferee approved by
the Commissioner. Upon assumption by
the transferee of all obligations under
the contract of mortgage insurance, the
transferor shall be released from its ob-
ligations under such contract. The
transfer shall be-reported to the Commis-
sioner on a form satisfactory to the
Commissioner.

(e) Transfer of Partial interest under
participation agreement. A partial in-
terest in an insured moftgage may be-
transferred without obtaining the ap-
proval of the Commissioner under a par-
ticipation agreement or arrangement if
the following conditions are met:

(1) The insured mortgage shall be
held by an approved mortgagee subject
to the inspection and supervision of a
governmental agency authorized by law
to make periodic examination of its
books and accounts, and which shall for
the purposes of this section be herein-
after referred to as the "principal"
mortgagee;

(2) The "principal" mortgagee shall
at all times etaln at least a ten percent
beneficial interest in the insured mort-
gage up to the time of final endorsement,

and at least a five percent beneficlal in-
terest thereafter;

. (3) A participation or partial interest
In an insured mortgage shall be Issued
to and held only by a holder meeting one
of the following qualifications:

(i) A mortgagee approved by the
Commissioner;

(1) A pension or retirement fund or
a profit-sharing plan maintained and
administered by a corporation or by a
governmental agency or by a trustee or
trustees, which the "principal" mort-
gagee determines has lawful authority to
acquire a partial interest in an insured
mortgage under the conditions set forth
in this paragraph;

(iIl) A charitable or nonprofit organi-
zation.

(4) The participation agreement or
arrangement, in addition to other provi-
sions as may be agreed upon betw.en the
participants, shall provide that the
"principal" mortgagee shall remain the
mortgagee of record under the contract
of mortgage insurance; and tLat the
Commissioner shall have no obligation to
recognize or deal with any other party
except the mortgagee of record with re-
spect to the rights, benefits and obliga-
tions of the mortgagee under the con-
tract of insurance.

(f) Notice not required. No notice of
any sale or transfer of a participating or
partial interest shall be required, unless
the insured mortgage is transferred in Its
entirety to a new "principal" mortgagee
on the public records.

(g) Unauthiorzef transfer, pledge or
assignment. The contract of insurance
may, at the option of the Commissioner
and under such conditions as he may
prescribe, be terminated in the event of
a transfer, pledge or assignment of an
insured mortgage or of a partial or par-
ticipating interest therein, which does
not meet the requirements contained in
this section.

EXT sIoN op Tn=
§ 207.261a Actions to le taken by mort-

gagce.
With respect to any action required of

the mortgagee within a period of time
prescribed by this subpart, the Commis-
sloner may extend such period.

RiGTs ni Housmoa Fuu
§ 207.262 No vested right in fund.

Neither the mortgagee nor the mort-
gagor shall have any vested or other
right in the General Insurance Fund.

A DrII m TS

§ 207.499 Effect of amendments,
The regulations in this subpart may be

amended by the Commissioner at any
time and from time to time, in whole or
in part, but such amendment shall not
adversely affect the interests of a mort-
gagee or lender under the contract of
insurance on any mortgage or loan al-
ready insured and shall not adversely
affect the interests of a mortgagee or
lender on any mortgage or loan to be
insured on which the Commissioner has
.made a commitment to insure.

PART 209-INDIVIDUAL HOMES;
WAR HOUSING MORTGAGE IN-
SURANCE [SEC. 6031

Subpzr A-Rearvedl

Subpart B--Conra Rishis and
ObltgaI~cnz

203.M51 Incorporation by reference.
203.25 Duo dato of initial LUP.
203.2C0 Adjustment of Initial IP.
203.-265 Amount of annual MIP.
203.270 Pro rata adju.tmnt of P upon

prepayment.
203.275 Payment of delinquent Interest.
203.220. Spcclal forbearnca relief-ae-mer-

zhlp of ton unit project.
20.283 auranca benefl--conveyed prop-

ertica--forecczurc czzt.
203.23 D Ibcatura Intcrezt rate.
203.233 Maturity of debenturen.
203.300 Applicability to outotanding mort-

gages and commitmentz.
Aurmozrr: Tho provrsionz of this Part

203 lted under C. 507, 55 Stat. 61; 12
U.S.O. 1742; Interpret or apply cec. C03, 55
Stat. G6 as amended; 12 U.S.C. 1733.

Subpart A-[Reserved]

Subpart B--Contract Rights and
Obligations

§209,231 Incorporation by reference.
(a) All of the provisions of Subpart B,

Part 203 of this chapter covering mort-
gages insured under section 203 of the
National Housing Act apply to mortgages
covering individual homes in connection
with war housing insurance undek sec-
tion 603 of the National Housing Act,
except:
Sc.
203.250
203.20
203.2G9
203.275
203.278
203 18
203.402

203A05
203.40O
203.420

203.421

203.422

203.423
203.424

203.425
2M3.498

203.439

Duo date of Initial MIP.
Adjustment of Initial ZM. .

Pro rata payment of Initial liSP.
Amount of annual MI.
Due date of annual ?hf1.
Pro rata payment of annual ?I.
Items Included In payment-con-

veyed properties.
Debenture interest rate
Maturity of debentures.
Nature of Mutual Mortgage Insur-

ance Pund.
Allocation of Mutual Mortgage In-

suranca Fund income or low.
P~ght and liability under Mutual

Mortgage Insuranca Fund.
Distributon of distributive shares.
Maximum amount of dL1albutve

shares.
Flnalty of determination.
Applicability to outrtanding mort-

gages and commltmenta.
Effective date.

(b) For the purpozes of this subpart,
all references in Part 203 of this chapter
to section 203 of the act shall be con-
strued to refer to section 603 of the act,
and all references to the Mutual Mort-
gage Insurance Fund shall be construed
to refer to the General Insurance Fund.
§ 209.255 Due date of inrtiI"MIP.

The initial = shall be paid on the
date on which the insurance becomes-
effective by endorsement.
§ 209.260 Adjustment of initial 3I1P.

Regardles of whether the period
covered by the MW is more or le.s than
1 year, a payment shall be made to the
Commn.fioner on account of the Initial
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MIP which payment shall be in an
amount equal to one-half percent of
the average outstanding principal ob-
ligation for the first year of amortiza-
tion under the mortgage. If such pay-
ment is less than the minimum premium
or more than the maximum premium
prescribed by the act, the Initial MIP
shall be in such minimum amount and
the amount of the second premium shall
be adjusted accordingly. If such pay-
ment is within the limitations prescribed
by the act, no adjustment shall be made
and the amount of the payment shall
be retained by the Commissloner as the
Initial Bgj.
§ 209.265 Amount of annual MIP.

After payment of the initial MIP and
until the mortgage Is paid in full or
until an application for insurance bene-
fits Is received by the Commissioner or
until the contract is otherwise ter-
minated with the consent of the Com-
missioner, the mortgagee shall continue
to pay annual AIP to the Commissioner.
Annual MIP shall be paid on the an-
niversary date of the beginning of
amortization. It shall be paid in an
amount equal to one-half percent of the
average outstanding principal obligation
for the 12-month period following the
date on which the premium becomes
payable.
§ 209.270 Pro rata adjustment of MIP

upon prepayment.
Upon prepayment of the mortgage

in full prior to maturity, the Pommis-
stoner shall refund to the mortgagee
for the account of the mortgagor an
amount equal to the pro rata portion of
the current llfP theretofore paid which
Is applicable to the portion of the year
subsequent to such payment, computed
from the first day of the month follow-
Ing the month in which such prepay-
ment occurs. No such refund shall be
made in any case where the prepay-
ment occurs in the twelfth month of
the premium year.
§ 209.275 Payment of delinquent inter-

eat.
The mortgagee may, with the written

consent of the Commissioner, apply
partial payments to delinquent Interest
to the exclusion of prior delinquent
principal payments at a rate not in ex-
cess of the interest rate applicable to
debentures to which the mortgagee may
be entitled. Where the partial pay-
ments are so applied, the date of de-
fault shall be 30 days after the due
date of the earliest monthly payment
any part of which remains unpaid.
§ 209.280 Special forbearance relief-

ov.nership of ten unit project.
The Commissioner may consent to the

mortgagee entering into a written agree-
ment with the mortgagor providing for
a postponement for a period not to ex-
ceed 1 year of that part of the monthly
payment which represents amortization
of principal where the mortgagor is the
owner of a group-of properties consist-
Ing of a project of not less than 10
rental units. Such agreement shall ob-
ligate the mortgagor to deposit with

the mortgagee the entire net income
from all of the properties comprising
the project, under arrangements satls-
factory to the Commissioner. The
agreement-shall also obligate, the mort-
gagor to resume monthly payments after
the effective period of the agreement in
such amounts as will completely am-
ortize the mortgage indebtedness with-
in the original maturity. The agree-
ment shall in no way affect the amount
of the annual MIP which shall continue
to be calculated in accordance with the
original amortization provisions.
§ 209.285 Insurance benefits-conveyed

properties-forecIosure costs.

All of the provisions of § 203,402 of
this cha!fter shall govern the computa-
tion of the items included in Insurance
benefits for conveyed properties, ex-
cept that in lieu of the allowance in
paragraph (f) of § 203.402 of this chap-
ter for foreclosure costs or for the costs
of acquiring the property otherwise,
there shall be included on account of
such costs, in those cas involving mort-
gages on which the unpaid principal ob-
ligation at the time of the Institution of
foreclosure exceeds 80 percent of the ap-
praised value of the property as of the
date the mortgage was accepted for in-
surance, and amount not in excess of the
greater of the following:

(a) Two percent of the unpaid prin-
cipal of the mortgage as of the date of
the Institution of foreclosure proceed-
ings, but not in excess of $75; or

(b) Two-thirds of the foreclosure
costs or the costs of acqulilng the prop-
erty otherwise.
§ 209.290 Debenture interest rate.

Debentures shall bear interest at the
rate of 2Y percent per annum in the
case of mortgages endorsed for insurance
prior to July 8, 1953, and at the rate of
2/ percent per annum in the case of
mortgages endorsed for Insurance on or
after July 8, 1953, and at the rate of 21J
percent per annum if issued in exchange
for property accepted for Insurance pur-
uant to commitments issued by the

Commissioner on or after May 29, 1954,
payable semiannually on the first day of
January and the first day of July of each
year.
§ 209.295 Maturity of debentures.

Debentures shall mature as follows:
(a) Where the mortgage was insured

pursuant to a commitment issued on or
before Mlay 25, 1942, the debentures shall
mature 3 years after the first day of July
following the maturity date of the
mortgage.

(b) Where the mortgage was insured
pursuant to a commitment issued subse-
quent to May 25, 1942, the debentures
shall mature 10 years after the date of
fssue.
§ 209.300 Applicability to outstanding

mortgages and commitments.
The regulations in this part are effec-

tive as to all mortgages on which a com-
mitment to insure under section 603 of
the act is Isued to an approved mort-
gagee on or after July 15, 1943. When

ever a mortgagee so deires, the provi-
sion of this part shall become a part
of any contract of insurance heretofore
made. The regultions in this part are
also effective vs to all mortgagea on
which a commitment to inzuro under
section 603 of the act pursuant to the
provisions of section 610 of such act Io
Issued to an approved mortgagee on or
after August 19, 1947.

PART 210-MULTIFAMILY PROJECTS;
WAR HOUSING MORTGAGE IN-
SURANCE [SEC. 6081

Subpart A-osorvodl

Subpart B-Contract Rlightr and ObIllgollons

210.251 Incorporation by reference.
210.253 Adjusted premium and termination

cbargo rato.
210.260 Adjusted premium and termination

charge not due.
210.265 Debenture interest rate end term,
210.275 Applicability to outstanding mort-

gagcs and coromitmenti.
A=Ho rr: The provisions of thin Part 010

laued under seo. 607,5 Stat. 01, w- amended,
sec. 611, 62 Stat. 1271, as amended; 12 U.S.O.
1742, 1746.

Subpart A-[Roservod]

Subpart B-Contract Rights and
Obligations

§ 210.251 Incorporation by referefice.
(a) All of the provisions of Subpart B,

Part 207 of this chapter covering mort-
gages Insured under section 207 of the
National Housina Act apply to war hous-
Ing multifamily project mort.age In-
sured under section 608 of the National
Housing Act except the following pro-
visions:
Sec.
207.253 Adjusted premium end termination

charges.
207.259 Inouranco bonofito.
207.20 ricative date.

(b) For the purpse of this part all
references In Subpart B, Part 207 of this
chapter to section 207 of the Act shall
be construed to refer to section 608 of
the Act.
§ 210.253 Adjusted prenitim and tcr-

mination charge rate.
All of the provilsons of 0 207.203 of

this chapter relating tb adjusted premi-
um and termination charges apply to
mortgages Insured under this part, e-
cept that the adjusted premium charge
shall be at the rate of 1 percent of the
original face amount of the mortgage
regardless of when payment occurs,
§ 210.260 Adjustcd premium and ter.

mination charge not due.
In addition to the caezs listed in
207.253 (c) and (d) of this chapter

wherein no adjusted premium or ter-
mination charge Is due, no such chargo
shall be due where the mortgagor io a
nonprofit mortgagor and the mortgage
Interest rate was below the maximum
permissible rate at the time the loan wan
endorsed for insurance, if the transac-
tion is approved by the Commissioner.
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§ 210.265 Debenture interest rate and
term.

All of the provlsiQns of J 207.259 of
this chapter covering payment of Insur-
ance benefits shall be applicable to mort-
gages insured under this part, except the
debentures shall have the following
characteristics:

(a) They shall be dated as of one
month after the date of default pre-
scribed in 1 207.255.

(b) They shall mature 10 years from
the date of issue.

(c) They shall bear interest at the
rates determined as follows:

(1) 2%2 percent, if the mortgage was
endorsed for insurance prior to July 8,
1953.

(2) 2% percent, If the mortgage was
endorsed for insurance after July 7, 1953;
except that the rate shall be 2Y percent
if the mortgage was endorsed for Insur-
ance pursuant to a commitment issued
afterMay28,1954
§ 210.275 Applicability to outstanding

mortgages and commitments.
The regulations in this part shall be

effective as to all mortgages with respect
to which a commitment to Insure under
section 608 of the act Is issued on or
after August 15, 194-6. The regulations
in t4is part are also effective as to all
mortgages on which a commitment to
Insure under section 608 -of the act, pur-
suant to the provisions of section 610 of
such act, is issued on or after August 19,
1947.

PART 21 1-SINGLE FAMILY PROJECT
LOANS; WAR HOUSING MORT-
GAGE INSURANCE [SEC. 6111

Subpart A-tReservedl

Subpart B--Contract Rights and Obilgatfons

Sec.
211.251 Incorporation by reference.
211.255 Due date of initial MIP.
211.260 Adjustment of initial ?lIP.
211.265 Amount of annual AiP.
211.270 Pro rata adjustment of 11P upon

prepayment.
211.275 Insuranee benefits-conveyed prop-

ertles.-oreclosure costs.
211.280 Debenture Interest rate.
211.285 Mfaturity of debentures.
211.290 Applicabllity to outstanding mort-

gages and commitments.
Avraosr-r: The provisions of this Part 211

issued under sec. 6M7. 55 Stat. 61, as amended;
sec. 611, 62 Stat. 1271, 2s amended; 12 U.S.C.
172, 1746.

Subpart A-Reserved]

-Subpart B-Contract Rights and
Obligations

§ 211.251 Incorporationbyreference.

(a) All of the provisions of Subpart B,
Part 203 of this chapter covering mort-
gages insured under section 203 of the
National Housing Act apply to mortgages
covering individual homes released from
project mortgages In connection with
large scale rental and sales war housing
insurance under section 611 of the Na-
tional Housing Act, except the fol-
lowing:

Sec.
203.266
203.268
203.269
20375
203.276
203.270
203.402

203.405
203.406
203.420

203.421

203.422

203.423
203.424

203.425
203.490

203.499

Due date of initial lIW.
Adjustment of Initial lrP.
Pro ratapaymant of Initlal 7UP.
Amount of annual IP.
Due date of annual lP.
Pro ratapsymentof annual lOP.
Items included In payment-con-

veyed properties.
Debenture lnterc:t rate.
Mlaturlty of debenturcs.
Nature of Mfutual ortgo Insur-

ance -d
Allocation f Mutual mtgage In-

msrance Fund income or locz.
Right and liability under Mutual

Mortgage Insurance Fund.
DLrlbution of distributive harcs.
lcalum amount of dLtributive

charem.
linality of determination.
Applicability to outctanding mort-

gages and commitments.
Effective date.

(b) For the purposes of this subpart,
all references In Part 203 of this chapter
to section 203 of the act shrll be con-
strued to refer to section 611 of the act,
and all references to the Mutual Mort-
gage Insurance Fund shall be construed
to refer to the General Insurance Fund.
§ 211-255 Due date of initial MP.

The initil MIP shall be paid on the
date on which the Insurance becomes
effective by endorsement.
§ 211.260 Adjustment of iniial DuP.

Regardless of whether the period cov-
ered by the M?, is more or less than 1
year, a payment shall be made to the
Commissioner qn gccount of the initial
MP which payment shall be in an

amount equal to one-half percent of the
average outstanding principal obliga-
tion for the first year of amortlzatl
under the mortzage. If such payment
is less than the minimum premium or
more than the maximum premium pre-
scribed by the act, the Initial IP shall
be in such minimum amount and the
amount of the second permium shall be
adjusted accordingly. If such payment
is within the limitations prescribed by
the act, no adjustment shall be made
and the amount of the payment Dhall be
retained by the Commissioner as the
initial AUP.
§ 211.265 Amount of annual 1UP.

After-payment of the initial LOP
and until the mortgage is paid in full
or until the contract Is othervse terml-
benefits Is recelved by the Commissioner
or until an application for Insurance
benefits is received by the Commlissoner
or until the contract is otherwise termi-
nated with the consent of the Commis-
sioner, the niort.agee shall continue to
pay annual LOP to the Commissioner.
Annual I sboll be paid on the anni-
versary date of the beginning of amorti-
zation. It shall be paid In an amount
equal to one-half percent of the average
outstanding principal obligation for the
12-month period following the date on
which the premium become. payable.
§ 211.270 Pro ata adjustment of AIP

upon prepayment.
Upon prepayment of the mortgage in

full prior to maturity, the Commissioner

shall refund to the mortgagee for the
account of the mortgagor an amount
equal to the pro rata portion of the cur-
rent LUP therefor paid which is appli-
cable to the portion of the year subse-
quent to such p3ynMnt, computed from
the first day of the month following the
month In rhich such prepayment occurs.
No such refund shall be made In any case
whera the prepayment occurs In the
twelfth month of the premium year.
§ 211.275 Insurance benefits-conveyed

propertics--foreclosur cost-.
All the proviions of § 203.402 of this

chapter chall govern the computation of
the items included in insurance benefits
for conveyed properties, except that in
lieu of the vlIowance in paragraph (D
of § 203.402 of this chapter for foreclo-
sure costs or for the cozts of acquiring the
property othervise, there shall be in-
eluded on account of such costs, In those
cases involving mortgages on vhich the
unpaid principal obligation at the time
of the Institution of foreclosure exceeds
80 percent of the apprased value of the
property as of the date the mortgage
was accepted for Insurance, an amount
not in excezs of the greater of the
following:

(a) Two percent of the unpaid princi-
pal of the mortgage as of the date of the
Institution of foreclosure proceedings,
but not in exces of $75; or

(b) two-thlrds of the foreclosure
casts or the cost, - of acquiring the prop-
erty otherwise.
§ 211.210 Debenture interest rate.

ebentures shall bear interest at the
rate of 21 percent per annum in the
case of mortgages endorsed for Insurance
prior to July 8, 1933, and at the rate of
23 percent per annum in the case of
mortgages endorzzd for insurance on or
after July 8, 1953, and at the rate of 21
percent per annum if i ssed in exchange
for property accepted for insurance pur-
Msant to commitments issued by the
Commissioner on or after May 29, 1954,
payable semiannually on the first day of
January and the first day of July of
each year.
§ 211.235 raturitof debentures.

Dfbentures shall mature 10 years from
the date of Issue.
§ 211.290 Applicability to outstanding

mortgages and commitments.
The re-'ulations in this part shall be

effective as to all mortgages vwth respect
to which a commitment to Insure nder
section 611 of the act Is I-med on or after
the date of this part.
PART -213-COOPERATIVE HOUSING

MORTGAGE INSURANCE
Subpart A--Sflo7Bhry Pcqurcmonhr--roc-f:s

Eec.
213.1 Deflnltion3.

Arsucarxo:-rAri Cozn=.nsr
213.2 rlllng of applicatin =1 L izuzna

of commitment.
213.3 Fces requiredA by Cozmfraioner.
213.4 Maximum fees and charge by

mortgagee.
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See.
213.5 Commissioner's estimate of replace-

ment cost and appraised value.
ELIGISLE MORTGAGES AND LoANs

213.0 Mortgage and loan requirements.
213.7 , Maximum insurable amounts.
213.8 Amortization period.
213.9 Payment requirements.
213.10 Maximum interest rate.
213.11 Mortgage to cover the entire prop-

erty.
213.12 Covenant against liens.
213.13 Covenant for fire Insurance.
213.14 Accumulation of accruals.
213.15 Application of payments.
213.16 Mortgagor's certificate or nondis-

crimination and mortgage cove-
nant regarding use of property.

213.17 Mortgage release provisions.
213.18 Prepayment privilege; prepayment

and late charges.
213.19 Issuance of bonds secured by trust

indenture.

ELIaraLi MORTcAGORS

213.20 Eligibility of mortgagrs.

SUPERVISION OF MORTARoS.
21321 Lens.
213.22 Obligations of mortgagor.
213.23 Regulation and restriction of mort-

gagors.
213.24 Issuance of stock.
213.25 Patronage refunds.
213.25 Working capital.
213.27 Assurances of completion.
213.28 Labor standards and prevailing

wage requirements.
213.29 Rents and charges.
213.30 Methods of operation.
213.31 Exceptions and special provisions.
213.32 Certificate of mortgagor regarding

use of property for transient or
hotel purposes.

A STusZrsrT or MoareonT AmounT

213.33 Certification of cost requirements.
213.34 Form 6f contract.
213.35 Certificates of actual cost.
213.36 Adjustment resulting from cost

certification.
213.37 Rehabilitation projects.
213.38 Requisites of agreement and cer-

tification.

ELIrGm.n MORTGAGEES AZD LONDES

213.39 Qualifications.

PROPERTY RzsursnsxssZrr

213.40 Eligibility of property.
213.42 Minimum number of units.

TiTL

213.43 Eligibility of title.
213.44 Title evidence.

OTHE EIGIBLE snMoaTGaGEs

213.45 Eligibility of miscellaneous type
mortgages.

213.45a Eligibility of mortgages covering
housing in certain neighbor-
hoods.

See.
213.255 Premiums where first principal

payment one year or less after
initial endorsement.

213.256 Premiums; insurance upon comple-
tion.

213.257 Premiums; purchasing coopera-
tives; Existing Construction;
supplementary loans to purchase
existing community faclty.

213.258 Subsequent annual premiums.
213.259 Computation of subsequent an-

nual premiums.
213.260 Allowable methods of premium

payment.
213.261 Termination of mortgage insur-

nce-prepayment in full and
voluntary termination-invetor
project.

213.262 Termination of mortgage Inur-
ance-prepayment in full-man-
agement, purchasing coopera-
tive, sales and existing construe-
tion project mortgages.

231.263 Termination of mortgage inur-
ance-voluntary termination-
management, purchasing co-
operative, sales and existing
construction project mortgages.

213.264 Termination of Insurance--prepay-
ment in full and voluntary ter-
mination-supplementary loans.

213.265 Refunds upon prepayment in full
or voluntary termination.

213.266 Initial insurance endorsement.
213.265a Insurance fund obligations.
213.267 Effect of insurance endorsement.
213.268 Final insurance endorsement.
213.269 Endorsement of supplementary

loans.
213.270 Supplementary loans; election of

action; claims; debentures.

COOPERATrVz MANAGEL EM HOUssnO INsun-
ANcn aM DrSTsinurr Sim=n

213.275 Nature of the Cooperative Man-
agement Housing Insuranca
Fund.

213.276 Allocation of Cooperative Man-
agement Housing Insurance
Fund income or losses.

213-277 Right and liability under the Co-
operative Management Housing
Insurance Fund.

213.278 Distribution of distributive share.
213.279 Maximum amount of distributive

share.
213.280 Finality of determination.
Subpart C-Elgibillity Rcquiromont -- ndivldual

Properties Released From Project Mortgago

I)Ds'rsroNs

213.501 Definitions.

AprrOVAL Ow MORTGa0ES

213.502 Qualification of lenders.

APPLXcATION =D Co rnsrr

213.503
213.504
213.505
213.508

Ex=ssoN ow Tir AND PsoTEcToN ow WOea 213.506a
ns PnocESs

213.46 Actions by Commissioner.
213.249 Effect of amendments. 213.507

Subpart B-Conract Rights and Obligations-- 218.508
Projects213.509Prolects

213.251 Incorporation by reference.
213.252 Definitions. 213.510

213.253 Premium upon Initial endorsement. 213.511
213.254 Premiums where first principal 213.512

payment more than one year 213.513
after initial endorsement.

Submission of application.
Form of application.,
Approval and commitment.
Builder's warranty.
Certificate of nondiscrimination by

seller.

EIGeBLE MonTGAGES

Form, lien.
Releases from project mortgag.
Maximum amount of mortgage and

mortgagoer's minimum nvest-
ment.

Mortgage maturity.,
Maximum interest rate.
Amortization provisions.
Payment of insurance premiums or

charges; prepayment premiums.

See.
213.514 Payments to includo other charges.
213.515 Payments, how appUed.
213.516 Lato charge.
213.517 Payments upon execution of mert-

gage.
213.18 Maximum charges, fees or dis-

counts.

EWossr MOnTOA0ras

213.520 Mortgage lien.
213.521 Relationship of incomo to mort-

gage payments.
213.522 Credit standing.
213.523 Certificate of nondiscrimination by

mortgagor.
213.524 Limitation on eligibility.

ELOI- PROPMTnnS

213.525 Nature of title to realty.
213.526 Dwelling unit located on property.

OpuE-Eim ADVAcr-c

213.530 Eligibility of open-end advancei,
213.550 Eligibility of mortgages covering

housing in certain neighbor-
hoods.

213.749 Effect of amondments.

Subpart D--Conlract Rights and Obligatlons--
Individual Preporties Released From Projct
PMortgago

213.751 Incorporation by referonco.

AuT'HOrTno: The provisions of this Part 210
Issued under sec. 211, 52 Stat. 23, as amended,
sec. 213, 64 Stat. 54, as amonded; 12 U. .C.
1715b, 1715e.

Subpart A-Eligibility Roquiro-
ments-Prolocts

Dmrnn'TxoI 5

9 213.1 DefinItions.
As used in this subpart, the following

terms will have the meaning Indicated.
(a) "Commissioner" means the Fed-

eral Housing Commissioner or his au-
thorized representatives.

(b) "Act" means the National Houing
Act, as amended.

(c) "Private Mortgagor" means a pri-
vate corporation or trust, formed or cre-
ated with the approval of the Commis-
sioner, or, in the case of an Investor
Project, any mortgagor approved by the
Commissioner, which Is regulated or re-
stricted by the Commissioner as to rents,
sales, charges, capital structure, rate of
return, and methods of operation.

(d) "Public Mortgagor" means a
corporation or trust approved by the
Commissioner which Is also a Federal
or State instrumentality, a municipal
corporate instrumentality of one or more
States, or a limited dividend or redevel-
opment or housing corporation formed
under and restricted by Federal or State
laws or regulations of a State banking
or insurance department as to rents
charges, capital structure, rate of return,
or methods of operation.

(e) "Purchasing Cooperative" means
the mortgagor of a Management Project
which has purchased the project from
the mort-agor of an Investor Project,

(f) "Management Project" means a
project owned by a mortgagor nonprofit
cooperative ownership housing corpora-
tion or trust which restricts permanent
occupancy of the project to the members
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of the corporation or to the beneficiaries
of the trust.

(g) "Bales Project" means a project
owned by a mortgagor nonprofit housing
corporation or trust which is organized
for the purpose of construction of homes
for members of the corporation or for
beneficiaries of the trust.

(1) "Investor Project" means a proj-
ect owned by a mortgagor which intends
to sell the project to the mortgagor of a
Management Proj ect.

(i) "Existing Construction" means a
project or projects constructed prior to
the filing of-an application for mortgage
insurance under section 213(i) of the
Act which is to be owned and operated
by a Consumer Cooperative as a Man-
agement Project.

(j) "Consumer Cooperative" means:
(1) A nonprofit-cooperative owner-

ship housing corporation or trust which
is the owner of an Existing Construction
subject to an outstanding indebtedness
and is approved by the Commissioner for
refinancing the indebtedness with in-
sured mortgage; or

(2) A nonprofit cooperative owner-
ship housing corporation or trust or-
ganized for the purpose of purchasing
an Existing Construction, the members
and organizers of which do not have an
identity of interest with the seller of the

'Existing Constructibn except where the
Commissioner has approved such in-
terest as being consistent with the ob-
jectives of the cooperative.

(3) A -nonprofit cooperative housing
corporation or trust initiated and organ-
ized by bona fide members or stockhold-
ers who are the ultimate consumers, or
by a consumer group or sponsor, the
members and organizers of which do not
have an Identity of interest with the
builder or landowner and which con-
ducts all transactions between it and the
builder and the landowner on an arms-
length basis.

(k "Approved percentage" means 90
percent in the case of in Investor Proj-
ect, and a7 percent In the case of a
Management, Sales or Existing Con-
struction Project.

(1) "Borrower" means the mortgagor
of a management project which receives
and becomes primarily obligated for the
payment of a supplementary loan, and
such project shall be one of the following
types:

(1) A project covered by a mortgage
Insured under section 213 of the Act.

(2) A project purchased from the fed-
eral government which is covered by an
uninsured mortgage representing a part
of the purchase price.

(m) "Supplementary Loan" means an
advance of funds or credit evidenced by
a note pursuant to Section 213(j) of the
Act.

(n) "7ender" means a financial Insti-
tution meeting the requirements of
-§ 203.51 through 203.54 of this chapter.

APLICATIOu A=D CosrInrimu

§ 213.2 Filing of application and issu.
ance of commitment.

(a) Ap.plication. An application for
the issuance of either a conditional or

firm commitment for Insurance of a
mortgage on a project shall be submitted
by an approved mortgagee and by the
sponsors of such project throuch the
local FHA office on an approved PHA
form. No application shall be considered
unless accompanied by the exhibits
called for by the form.
(b) Conditional commitment. The I-

suance of a conditional commitment
indicates completion of the Commis-
sioner,'s preliminary anlyds of the proj-
ect and constitutes an agreement by the
Commissioner, subject to specified terms
and conditions, to accept an application
for a firm commitment.
(c) Firm commitment. Tne Issuance

of a firm commitment indicates the
Commissioner's approval of the applica-
tion for insurance and sets forth the
terms and conditions upon which the
mortgage will be insured. The firm com-
mitment may provide for the insurance
of advances of mortgage money made
during construction or may provide for
the insurance of the mortgage after
completion of the Improvements.
(d) Term of commitment. (1) A con-

ditional commitment shall be effective
for whatever term Is specified in the text
of the commitment.

(2) A firm commitment to Insure ad-
vances shall be effective for a period of
not more than 180 days from the date
of issuance.

(3) A firm commitment to Insure
upon completion shall be effective for a
designated term within which the mort-
gagor is required to begin construction,
and If construction is begun as required,
the commitment shall be effective for
such additional period, ezUstited by the
Commissioner, as will allow for comple-
tion of construction.
(4) The term of either a conditional

or firm commitment may be extended in
such manner as the Commissioner may
prescribe.
§ 213.3 Fees required by Commissioner.
(a) Application for conditional com-

mitment. An application fee of $1.50 per
thousand dollars of the amount of the
mortgage applied for shall accompany
the application for a conditional com-
mitment.

(b) Applicuion for firm commitment.
An application for a firm commitment
shall be accompanied by the payment of
an application fee of $1.50 per thousand
dollars of the amount of the mortgage
applied for, if such fee has not been
previously submitted. A commitment fee,
in an amount, which when added to the
application fee, will aggregate $3 per
thousand dollars of the mortgage applied
for, shall also be submitted with the ap-
plication for a firm commitment. The
payment of a commitment fee shall not
be required in connection with an In-
sured mortgage involving the sale by the
government of housing or property ac-
quired, held or constructed pursuant to
the Atomic Energy Community Act of
1955, as provided In § 213.45(b) (4).

(c) Fees on increases- ) Increase
in firm commitment prior to endorse-
ment. An application, filed prior to

Initial endorzement (or prior to endorse-
ment in a c"'e involrin insurance upon
completion), for an increase in the
amount of an outs-tanding firm commit-
ment shall be eccompanied -by a
combined additional application and
commitment fee. This combined addi-
tional fee shall be In an amount which
will afgrecate 3 per thousand dollrs
of the amount of the requested incre~e-
If an Inspection fee was required in the
original commitment, an additional in-
spection fee shall be paid in an amount
computed at the same dollar rate Fer
thousand dollars of the amount of in-
creze in c mitmcnt as was used fcr
the inzp:ction fee required in the ori:i-
nal commitment. Wher insurance of
advances Is involved, the additional in-
spzction fee shall be paid at the time
of Initial endor-ement. When insurance
upon completion is involved, the addi-
tional inspection fee shall be paid prior
to the date construction Is begun or if
construction has beun, it _sall be paid
with the application for increase.

(2) Increase in mortrage between mi-
tial and lina! endorzement. Upon an
application, filed between initial and
final endorsement, for an increase in
the amount of the mortgage, either by
endor--ment or by substitution of a ns
mortgage, a combined additional appli-
cation and commitment fee shal accam-
p ny the application. This combined
additional fee shall be in an amount
which will aggre ate $3 per thouzand
dollars of the amount of the Increase
requested. If an inspection fee was re-
quired In the original commitment, an
additional inspection fee !hall accom-
pany the application in an amount not
to exceed $5 per thousand dollars of
the amount of the Increase requested.

(3) Loan to cover operating losses. In
connection with a loan to cover operating
lo=3 occurring, during the first 2 years
following completion of the project, a
combined application and commitment
fee of $3 per thousand dolla of the
amount of the loan applied for shall be
submitted with the application for the
commitmentL No Inspection fee rbh"11 be
required.

(d) Reapcenlng of exrPired commit-f
mcnts. An expired conditional or firm
commitment may be reopened if a re-
quest for reopeing i- received by the
Commissioner within 99 days of the
expiration of the commitment. The re-
opening request shall be accompanied
by a fee of 50 cents per thousand dollas
of the amount of the expired commit-
meat. If the reopening request is not
received by the Commissioner within
the required 90-day period, a ne appli-
cation, accompanied by the required ap-
plication and commitment fee, must be
submitted.

(e) Inspection fee. The frm commit-
ment may provide for the payment of
an Inspection fee in an amount not to
exceed $5 per thousand dollars of the
commitment. If an Inspection fee is re-
quired, It shall be paid as follows:

(1) If the case Involves the insurance
of advances, It shall be paid at the time
of initial endorsement
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(2) If the case involves insurance upon
completion, it shall be paid prior to the
date construction is begun.

(f) Transfer fee. Upon application
for approval of a case Involving the
transfer of physical assets or involving
the substitution of mortgagors, a trans-
fer fee of 50 cents per thousand dollars
shall be paid on the original face amount
of the mortgage.

(g) Refund of fees. If the amount of
the commitment issued or increase in
mortgage granted is less than the
amount applied for, the Commissioner
shall refund the excess amount of the
application and commitment fees sub-
mitted by the applicant. If an applica-
tion is rejected before it is assigned for
processing, or in such other instances
as the Commissioner may determine, the
entire application and commitment fees
or any portion thereof may be returned
to the applicant. Commitment, inspec-
tion, and reopening fees may be re-
funded, in whole or in part, if it is
determined by the Commissioner that
there is a lack of need for the housing or
that the construction or financing of the
project has been prevented because of
condemnation proceedings or other legal
action taken by a governmental body or
public agency, or in such other instances
as the Commissioner may determine. A
transfer fee may be refunded only in
such instances as the Commissioner may
determine.
§ 213.4 Dfaximum fees and charges by

mortgagee.
The mortgagee may collect from the

mortgagor the amount of the fees pro-
vided for in this subpart. The mortgagee
may also collect from the mortgagor an
Initial service charge in an amount not
to exceed 2 percent of the original prin-
cipal amount of the mortgage, to reim-
burse the mortgagee for the cost of clos-
ing the transaction. Any additional
charges or fees collected from the mort-
gagor shall be subject to prior approval
of the Commissioner.
§ 213.5 Commissioner's estimate of re-

placement cost and appraised value.
As a condition precedent to insurance

of a mortgage on a Sales Project or an
Existing Construction Project, evidence
must be produced showing that, prior to
any sale of the dwellings in the project
and stock of the mortgagor corporation,
a written statement acceptable to the
Commissioner setting forth the amount
of the Commissioner's estimate of the
replacement cost (appraised value in the
case of a mortgage on an Existing Con-
struction Project) of the property has
been delivered by the seller, builder,
sponsor, or such other person as may be
required by the Commissioner, to the
purchasers of the dwellings, and sub-
scribers for such stock.

ELIGIBLE MORTGAGES AND LOsIs
§ 213.6 Mortgage and loan requirements.

(a) Mortgage form. The mortgage
shall be:

(1) Executed on a form approved by
the Commissioner for use In the jurisdic-

tion in which the property covered by
the mortgage is situated, which form
shall not be changed without the prior
written approval of the Commissioner.

(2) Executed by a mortgagor with the
qualifications as provided in this subpart.

(3) A first lien on property that con-
forms with the property standards pre-
scribed by the Commissioner.

(b) Disbursement of the mortgage.
The mortgagee shall be obligated, as a
part of the mortgage transaction, to dis-
burse the principal amount of the mort-
gage, to, or for the account of the mort-
gagor or to his creditors for his account
and with his consent.

(c) Management of property. The
mortgage shall provide that the mort-
gagor will not arrange for management
of the property except in a manner and
under an agreement approved by the
mortgagee and the Commissioner In
writing.

(d) Operating loss loans and supple-
mentary loans. The lender shall obtain
and present for insurance a note in a
form acceptable to the Commissioner
which is valid and enforceable against
the borrower. In addition to the custo-
mary provisions the note shall contain
the following:

(1) An acceleration clause, which at
the option of the holder, operates to
make the entire amount of the note due
and payable in the event any installment
of interest and principal is not paid
within 30 days after it becomes due.

(2) On the reverse side, an endorse-
ment panel in the form set forth in
§§ 213.266 and 213.268.
§ 213.7 Mximum insurable amounts.

(a) Management Project. The mort-
gage covering a Management Project
shall not exceed the lesser of the follow-
ing:

(1) $20,000,000 If executed by aPrivate
Mortgagor;

(2) $25,000,000 if executed by a Pub-
lic Mortgagor;

(3) 97 percent of the Commissioner's
estimate of the replacement cost of the
project;,

(4) For such part of the property or
project attributable to dwelling use (ex-
cluding exterior land improvements as
defined by the Commissioner) an
amount per family unit, depending on
the number of bedrooms, which may be:

(i) $9,900 without a bedroom.
(it) $13,750 with one bedroom.
(ii) $16,500 with two bedrooms.
(iv) $20,350 with three bedrooms.
(v) $23,100 with four or more bed-

rooms.
(b) Investor Project. The mortgage

covering an Investor Project shall not
exceed that prescribed for a Manage-
ment Project, except that the percentage
of replacement cost referred to shall not
exceed 90 percent.

(c) S a l e s Project. The mortgage
covering a Sales Project shall not exceed
the lesser of the following:

(1) $12,500,000; or
(2) A sum equal to the aggregate

total of the maximum allowable mort-
gage amounts, if separate mortgages

each meeting the requirements of ceo-
tion 203(b)(2) of the Act relating to
occupant mortgagors, were placed upon
each of the single-family units com-
prising the project.

(d) Increased mortgage amounts-
higlh cost areas. (1) In any geographi-
cal area where the Commissioner finds
cost levels so require, the Commissioner
may increase, by not to exceed 45 per-
cent, the dollar amount limitations set
forth in paragraphs (a) (4), (o) (2) and
(g) of this section.

(2) If the Commissioner finds that
because of high costs in Alaska, Guam,
or Hawaii It Is not feasible to construct
dwellings without-the sacrifice of sound
standards of construction, design, and
livability within the limitations of maxi-
mum mortgage amounts provided in this
section, the principal obligation of mort-
gages may be increased in such amounts
as the Commissioner finds may be neces-
sary to compensate for such costs, but
not to exceed, in any event, the maxi-
mum, Including high cost area increases,
If any, otherwise applicable by more than
one-half thereof.

(e) Adjusted mortgage amount-re-
habilitation projects. A mortgage hav-
ing a principal amount computed In
compliance with the applicable provi-
sions of this section, and which Involves
a project to be repaired or rehabilitated,
shall be subject to the following addi-
tional limitations:

(1) Property held in fee. If the mort-
gagor is the fee simple owner of the
project, the maximum mortgage amount
shall not exceed 100 percent of the Com-
missioner's estimate of the cost of the
proposed repairs or rehabilitation; or

(2) Property subject to existing mort-
gage. If the mortgagor owns the project
subject to an outstanding Indebtednevs,
which is to be refinanced with part of the
Insured mortgage, the maximum mort-
gage amount shall not exceed:

(t) The Commissioner's estimate of
the cost of the repair or rehabilitation;
plus

(it) Such portion of the outstanding
indebtedness as does not exceed the ap-
proved percentage of the Commissioner'a
estimate of the fair market value of such
land and improvements prior to the re-
pair or rehabilitation; or

(3) Property to be acquired. If the
project Is to be acquired by the mort-
gagor and the purchase price Is to be
financed vth a part of the Insured mort-
gage, the maximum mortgage amount
shall not exceed the approved percent-
age of:

(I) The Commissioner's estimate of
the cost of the repair or rehabilitation;
and

(it) The actual purchase price of the
land and Improvements, but not in ex-
cess of the Commissioner's estimate of
the fair market value of such land and
improvements prior to the repair or
rehabilitation.

(f) Reduced mortgage amount-leasc-
holds. In the event the mortgage is on a
leasehold estate rather than on a fee
simple holding, the value or replacement
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cost of the property on which the mort-
gage is based is the value or replacement
cost of the- property in fee simple re-
duced by an amount equal to the capi-
talized value of the ground rent.

(g) Increased mortgage amount-ele-
vator type structures. (1) $11,550 per
family unit without a bedroom. ,

(2) $16,500 per family unit with one
bedroom.

(3) $19,800 per family unit with two
-bedrooms.

(4) $24,750 per family unit with three
bedrooms.

(5) $28,050 per family unit with four
or more bedrooms.

(h) Existing Construction. A mort-
gage covering Existing Construction
shall involve a principal obligation not
in excess of the approved percentage of
the Commisioner's appraised value for
continued use as a cooperative, includ-
ing therein such Commissioner required
or approved repairs, improvements, al-
terations and additions, if any, as do
not constitute rehabilitation of the proj-
ect as determined by the Commissioner;
provided, the insured mortgage shall be
subject to the following further limita-
tions:

(1) If the insured mortgage is to in-
clude the cost of refinancing an existing
mortgage or mortgages acceptable to the
Commissioner. the amount of the in-
sured mortgage shall not exceed qn
amount equal to the outstanding balance
of the existing mortgage or the total of
the outstanding balances of the existing
mortgages, plus the contract cost of
such Commissioner required or approved
repairs, improvements, alterations and
additions, If any. If the principal obll-
gation of the mortgage exceeds this
amount, the mortgage shall be reduced
by the amount of such excess prior to
final endorsement;

(2) If the Existing Construction proj-
ect is to be acquired, the mortgage shall
not exceed the purchase price and costs
related thereto as approved by the Com-
missioner plus the contract cost of such
Commissioner required or approved re-
pairs, improvements, alterations and ad-
ditions, if any. If the principal obliga-
tion of the mortgage exceeds this
amount, the mortgage shall be reduced
by the amount of such excess prior to
final endorsement.

(i) Commercial and community facil-
ities. (1) A Management or an Investor
Project iay include such commercial
and community facilities as the Com-
missioner deems adequate to serve the
occupants.

(2) A Sales Project may include such
community facilities as the Commission-
er deems adequate to serve the occu-
pants.

(3) The maximum mortgage amount
for mortgages issued under this parbimay
be increased by such amount as the
Commissioner deems appropriate to pro-
vide for the inclusion of commercial or
community facilities except that a mort-
gage on a Sales Project shall not be in-
creased to provide for commercial facil-
ities. The total mortgage amount shall
not exceed the ratios of loan to replace-

ment cost or value sppcified in this scec-
tion because of the inclusion of commer-
cial or community facilities.

() Mortgagor's minimum invest-
ment-Sales Projects. At the time a
mortgage executed by a mortgagor of a
Sales Project is insured, the mortgagor
shall have paid on account of the project
in cash or its equivalent an amount, if
any, approved and determined by the
Commisloner to be the required mini-
mum investment. At the time a mort-
gage is executed each member or stock-
holder shall have paid the amount re-
quired by § 213.509(b). With respect to
applications received on or after July 5,
1961, the required minimum investment
shall be at least 3 percent of the Com-
misloner's estimate of cost of acquisition
or such larger amount as the Commis-
sioner may determine.

k) Loans to cover 2-year operating
loss-l) Operating loss determination.
When the Commissioner determines that
an operating loss has occurred during
the first 2 years following completion
of the project, he may, in his discretion,
accept for insurance under this part a
loan to cover such loss. For the pur-
poses of this section, an operating loss
shall occur when the Commissioner de-
termines that thb total of the taxes, In-
terest on the mortgage debt, mortgage
insurance premiums, hazard Insurance
premiums, and the expense of mainte-
nance and operation of the project (ex-
cluding depreciation) exceeds the project
income.

(2)Security instrument. The loan.
shall be secured by an instrument In a
form approved by the Commislooner for
use in the jurisdiction in which the proJ-
ectislocated.

(3) Maximum interest rate. The loan
may bear interest at such rate as may
be agreed upon by the mortgagee and
the mortgagor, but in no case shall such
rate exceed the rate in effect under
§ 213.10 on the date the commitment Is
Issued. Interest shall be payable in
monthly installments on the principal
then outstanding.

(4) Maturity. The loan shall be limit-
ed to a term not exceeding the unex-
pired term of the original mortgage.
(1) Supplementahj loans. The supple-

mentary loan shall not exceed an amount
which, when added to the total unpaid
balance of all outstanding mortgage In-
debtedness on the property plus loans
insured by the Commissioner on the
property, creates a total outstanding In-
debtedness equal to the original princi-
pal obligation of the mortgage, except as
folloWs: .1

(1) If improvements or additional
community facilities are involved, the
outstanding indebtedness may be In-
creased by an amount which the Com-
missioner estimates to be equal to 07 per-
cent of the value of such Improvements
or additional facilities. The loan for im-
provements or additional community fa-
cilities shall not exceed the lesser of the
estimated cost or actual cost, as deter-
mined by the Commissioner. The out-
standing indebtedness thereby created
may exceed the original principal obli-

gation of the mortgage f It does not ex-
ceed the applicable limits prescribed in
paragraphs (a) through (g) of this sec-
tion.

(2) If the financing of cooperativa
purchase3 and rezales of memberships
are involved, the loan shall not exceed
an amount, approved by the Commis-
sloner as needed for such purposes.

(m) Reduction of supplementary loan.
If the supplementary loan exceeds the
prescribed maximum amount, the loan
shall be reduced by the amount of such
excess prior to final endorsement.
§ 213.8 Amortization period.

(a) The mortgage or supplementary
loan shall have a maturity and shall con-
tain amortization provisions satisfactory
to the Commissioner.

(b) Mortgage maturity shall not
exceed 40 years from the date of the
beginning of amortization of the mort-
gage. In the case of a sales project
mortgage maturity shall not exceed 35
years from the date of the beginning of
amortization of the mortgage.

(c) Except as provided in paragraph
(d) of this section, supplementary loan
maturity shall not exceed the remaining
term of the mortgage covering the men-
agement project.

(d) In the case of a project covered by
an uninsured mortgage dated more than
20 years prior to the date of the com-
mitment to insure a supplementary loan,
the supplementary loan may have a
maturity date up to 10 years in exces of
the remaining term of the uninsured
mortgage, but not more than 40 ynmars
from the commencement of amortization
of such uninsured mortgage, if such loan
is made to finance project repairs or
improvements of such magnitude that
the Commissioner deems them to be a
major rehabilitation or modernizatlon of
the proJect.
§ 213.9 Payment requirements.

(a) Method of payment. The mort-
gage shall provide for monthly payments
on the first day of each month on ac-
count of interest and principal and shall
provide for payments in accordance with
an amortization plan as agreed upon by
the mortgagor, the mortgagee and the
Commissioner.

(b) Date of first payment to HrncipaL
The Commissioner shall estimate the
time necessary to complete the project
and shall establish the date of the first
payment to principal so that the lapse
of time between completion of the proj-
ect and commencement of amortization
will not be longer than necessary to ob-
taln sustaining occupancy.
§ 213.10 Mlalxmum interest rate.

(a) The mortgage or a supplementary
loan shall bear Interest at the rate agreed
upon by the mortgagee and the mort-
gagor, or the lender and the borrower,
which rate shall not exceed 7 percent,
except that where a letter inviting sub-
mision of an application for commit-
ment w= issued by the Secretary before
February 18, 1971, or an application for
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commitment was received by the Secre-
tary before February 18, 1971, the mort-
gage may bear interest at the maximum
rate in effect at the time of issuance of
the letter or receipt of the application.

(b) Interest shall be payable in
monthly installments on the principal
amount of the mortgage or supplemen-
tary loan outstanding on the due date of
each installment.
§ 213.11 BMortgage to cover the entire

property.

The mortgage shall cover the entire
property included in the housing project.
§ 213.12 Covenant against liens.

The mortgage shall contain a covenant
against the creation by the mortgagor of
liens against the property superior or
inferior to the lien of the mortgage
e-xcept for such inferior lien as may be
required in connection with the insur-
ance of an operating loss loan or a sup-
plementary loan.

213.13 Covenant for fire insurance.
The mortgage shall contain a cove-

nant acceptable to the Commissioner
binding the mortgagor to keep the prop-
erty Insured by a standard policy or poli-
cies against fire and such other hazards
as the Commissioner, upon the insurance
of the mortgage, may stipulate, in an
amount which will comply with the co-
insurance clause applicable to the loca-
tion and character of the property, but
not less than 80 percent of the actual
cash value of the insurable improvements-
and equipment of the project. The in-.
Itial coverage shall be in an amount es-
timated by the Commissioner at the time
of completion of the entire project or
units thereof. The policies evidencing
such insurance shall have attached
thereto a standard mortgagee clause
making loss payable to the mortgagee
and the Commissioner, as interests may
appear.

§ 213.14 Accumulation of accruals.
(a) The mortgage shall provide for

payments by the mortgagor to the mort-
gagee on each interest payment date of
an amount sufcient to accumulate in the
hands of the mortgagee one payment
period prior to its due date, the next an-
nual mortgage insurance premium pay-
able by the mortgagee to the Commis-
sioner. Such payments shall continue
only so long as the contract of Insur-
ance shall remain In effect

(b) The mortgage shall provide for
such equal monthly payments by the
mortgagor to the mortgagee as will
amortize the ground rents, if any, and
the estimated amount of all taxes, water
rates and special assessments, if any,
and fire and other hazard insurance
premiums, within a period ending one
month prior to the dates on which the
same become delinquent. The mortgage
shall further provide that such pay-
ments shal be held by the mortgagee,
for the purpose of paying such ground
rents, taxes, water rates and assessments,
and Insurance premiums, before the
same become delinquent. The mortgage

RULES AND REGULATIONS

must also make provision for adjust- the lien thereof so long as the mortgago
ments, in case the estimated amount of insurance is in force.
such taxes, water rates and assessments, § 213.18 Prepaymnnt prlvilcgo; pro-
and insurance premiums shall prove to
be more, or less, than the actual amount payment nd late charges.
thereof so paid by the mortgagor. (a) Prepayment privilege. The mort-

213.15 Application of payments. gage shall contain a provision permitting
the mortgagor to prepay the mortgage In

(a) The mortgage shall provide that whole or in part upon rny interest pay-
all monthly payments to be made by the ment-date after giving to the mort-gageo
mortgagor to the mortgagee shall be 30 days' notice in writing in advance of
added together and the aggregate its intention to so prepay.
amount thereof shall be paid by the (b) Prepayment charge. The mort-
mortgagor upon each monthly payment gagee may include a provision for such
date in a single payment. The mort- additional prepayment charge = may be
gagee shall apply the same to the fol- agreed upon between the mortgagor and
lowing items In the order set forth: , mortgagee, except that no such charge

(1) Premium charges under the con- shall be made for a prepayment which
tract of insurance; dos not exceed 15 percent of the original

(2) Ground rents, taxes, special as- principal amount of the mortgage In any
sessments and fire and other hazard in- one calendar year or which results from:
surance premiums; (1) A payment requirement of the

(3) Interest on the mortgage; Commissioner;
(4) Amortization of the principal of (2) Release of individual propert-ies

the mortgage, in accordance with the provisions of a
(b) Any deficiency in the amount of mortgage in a Sales Project;

any such aggregate monthly payment (3) Sale of an Investor Project within
shall constitute an event of default. The 2 years after Its completion to a Pur-
mortgage shall further provide for a chasing Cooperative unless the Commis-
grace period of 30 days, within which stoner shall require the payment of such
time the default must be made good. additional charge.

§ 213.16 Mortgagor's certificate of non (c) Late charge. The mortgage may
discrimination and mortgage cove- provide for the collection by the mort-
nant regarding use of property. gagee of a "late charge," not to exceed

2 cents for each dollar of each payment
(a) The mortgagor shall certify to the to interest and/or principal more than

Commissioner as to each of the following 15 days In arrears, to cover the extra ox-
points: pease involved in handling delinquent

(1) That neither it nor anyone au- payments. Late charges shall be cepa-
thorized to act for it, will refuse to sell or rately charged to and collected from
rent, after the making of a bona fide the mortgagor and shall not be deducted
offer, or refuse to negotiate for the sale from any aggregate monthly payment.
or rental of, or otherwise make unavail-
able or deny the dwelling or property § 213.19 Issuance of bonds secu red by
covered by the mortgage to any person trust indenture.
because of race, color, religion, or na- In the event that bonds or other obll-
tional origin. gations are to be issued as a. parmt of the

(2) That any restrictive covenant on Insured mortgage transaction, the form
such property relating tq race, color, of bonds and the form of trust Indenture
religion, or national origin is recognized shall be subject to the approval of the
as being illegal and void and is hereby Commissioner, and shall be subject to
specifically disclaimed, the following conditions:

(3) That civil action for preventative (a) The Trustee named in such trust
relief may be brought by the Attorney indenture shall be a banking Institution
General in any appropriate U.S, District or trust company (authorized to act In a
Court against any person responsible for fiduciary capacity and which is a mort-
a violation of this certification. gagee approved by the Commissioner);

(b) The mortgage shall contain a and
covenant prohibiting the use of the (b) The Trustee shall be the holder of
property covered thereby for any pur- record of the insured mortgage (repro-
pose other than that for which it was sented by the trust indenture) and shall
intended at the date the mortgage was be authorized to act on behalf of the
executed. holders of such bonds or other obliga-

tions in all matters concerning the mort-
213.17 lortgage release provisions. gage insurance contract; and
A mortgage executed by a mortgagor (c) The holders of the bonds shall

of a Sales Type Project shall provide that look solely to the Trustee for the benefito
at any time after the completion of the of the contract of mortgage Insurance
construction of the project, the prop- and the trust indenture shall expressly

authorize the Commissioner to make
erty underlying such mortgage may be payment of any claim under such con-
released in whole or in part upon pay- tract to the Trustee, without liability or
ment of the unpaid balance of the accountability to the bondholders to see
blanket mortgage allocable to the prop- to the application of the mortgage insur-
erty released. Where the mortgage ance contract benefits; and
does not contain release provisions, no (d) The bonds or other obligations
property shall, except with the consent shall be issued only to holders meeting
of the Commissioner, be released from the following qualifications:
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(1) A mortgagee approved by the
Commissioner:

(2) A pension or retirement fund or a
profit-sharing plan maintained and ad-
ministered by a corporation or by a
governmental agency or by a trustee
or trustees, which has lawful authority
to acquire the bonds or other obliga-
tions; or

(3) A charitable or nonprofit organi-
zation.

ELIGIBLE MORTGAGORS

§-213.20 Eligibility of monrtgagors.
(a) In order to be eligible under this

part, an applicant shall be a Private or
Public Mortgagor of:

(1) A Management Project;
(2) A Sales Project;
(3) An Investor Project; or
(4) An Existing Construction Project.
(b) A Public Mortgagor may be an

eligible mortgagor without regulation or
restriction by the Commissioner as to
rents, sales, charges, capital structure,
rate.of return, and methods of operation.

SUP R=a vsOO MORTGAGORS
§ 213.21 Liens.

If a Public Mortgagor, or the Alaska
Housing Authority, or the Government
of Guam or Hawaii, or any agency or
instrumntality thereof is the mort-
gagor, liens inferior to the lien of the
insured mortgage may be allowed against
properties of such mortgagors. The

- mortgagor in such case shall have, initial
funds which may be considered in lieu
of the equity required of other mort-
gagors and such funds, which may be in
the form of Government grants, loans, or
subsidies, or in other form, if sufcient
in amount, will be considered satisfac-
tory provided they do not create a lien
against the property prior to that of the
insured mortgage.
§ 213.22 Obligations of mortgagor.

In all other cases a mortgagor must
certify at final endorsement of the loan
for insurance that the property covered
by the mortgage is free and clear of all
liens other than such mortgage, and that
there are not outstanding any other un-
paid obligations, except such obligations
as have been approved by the Commis-
siqner as to terms, form, and amount.
§ 213.23 Regulation and restriction of

mortgagors.

(a) Preferred stock or regulatoryj
agreement. The regulation or restric-
tion of Private Mortgagors will be pro-
vided for in the certificate of incorpo-
ration or other instrument under which
the mortgagor is created, hereinafter re-
ferred to as the "charter," and will be
made effective though a regulatory
agreement, or the issuance of preferred
stock (or membership) which will en-
able the Commissioner to exercise
majority voting rights in the event of
violation of a provision of the charter or
(except as to the mortgagor of an In-
vestor Project) at any time during the
period between initial and final endorse-
ment for mortgage insurance by the
Commissioner whether or not such'vio-

latIon has occurred. Such stock rhall be
issued In a manner prescribed by the
Commissioner in consideration of the
payment by the Commissioner of not
exceeding In the aggregate $100.

(b) Rights of the Commissioner. By
the exerclse of the preferred stock voting
rights, the Commissioner may remove
the existing directors of the mortgagor
corporation and elect new directors to
serve in their place. Directors ro elected
by the Commissioner, in the event of a
violation, shall serve only for a period
coexistent with the duration of such vio-
lation or until the Commisesoiner Is as-
sured In a manner satisfactory to him

.against future violations of a similar
nature. Upon the termination of the
contract of insurance or any succeeding
contract or agreement covering the mort-
gage obligation, all regulation and re-
striction of the mortgagor shall termi-
nate and the shares of special stock or
other evidence of beneficial interest shall
be surrendered by the Commissioner
upon reimbursement of his payment
therefor.

(c) Supplementaril loans. Prior to the
insurance of a supplementary loan. the
mortgagor of a management project
shall amend its certificate of incorpora-
tion or regulatory agreement in such
manner as the Commissioner may re-
quire.
§ 213.24 Issuance of stoch.

Shares of capital stock, either with
or without par value, or certificates of
membership, or such evidences of inter-
est in the case of a trust, may be Issued
if approved by the Commissioner. Such
stock or Interest, together with paid-in
surplus, If any, shall represent the
capital investment.
§ 213.25 Patronage refunds.

Surplus funds, after meeting reerves
and after meeting all obligations of the
mortgagor, may be distributed to the
members in the form of reduced carrylng
charges or reduced sales prices of the
dwelling accommodations, or patronage
refunds.
§ 213.26 Working capital.

(a) The amount ,of working capital,
If any, required by the Commissioner to
be deposited by the mortgagor with the
mortgagee or in a depository satisfactory
to the mortgagee and under its control,
shall not exceed 2 percent of the original
amount of the mortgage. DIsburzement
from such deposit shall be made only In
a manner prescribed by the Commis-
sioner.

(b) The mortgagee may accept, in lieu
of a cash deposit required by paragraph
(a) of this section, an unconditional Ir-
revocable letter of credit Issued to the
mortgagee by a ban1ig institution. In
the event a demand under the letter of
credit is not immediately met, the mot-

. gagee shall forthwith provide cash equiv-
alent to the undrawn balance thereunder.
§ 213.27 Assurankces of completion.

* (a) Prior to Initial endorsement, the
. mortgagor shall deposit with the mort-

gagee cash deemed by the Commissoner
to be sufficient, when added to the pro-
ceeds of the insured mortgage, to as-
sure completion of the project and to
pay the initial rervice charge, the carry-
Ing charges, and the legal and organiza-
tion expenses incident to the construc-
tion of the project. Such funds shall
be held by the mortgagee in a special
account or by an acceptable depository
desgnated by the mortgagee under en
appropriate agreement approved by the
Commissoner requiring all such funds
to be disbursed for worn and material on
the physical improvements, and for
other charges and expenses to be paid
when due, prior to the advance of any
mortgage money.

(b) All fees and charges to be paid
by the mortgagor in connection with fi-
nancing which are in excess of the Initial
service charge and which have been ap-
proved by the Commisoner, shall be
deposited with the mortgage In cash,
prior to Initial endorsement, unless other
arrangements acceptable to the Com-

mkL'oner are made.
(c) The Commissioner shall require

assurance of completion of offsite public
utilities and streats in all cases, except
where a municipality or other public
body hns by agreement (acceptable to
the Commis ioner) agreed to install such
utilities and streets without cost to the
mortgagor. Where such assurance is re-
quired, it shall be either in the form of
a cash escrow deposit or the retention
of a specified amount of mortgage pro-
ceeds by the mortgagee. If a cash escrow
is u~ed, it sbal be deposited with the
mortgagee or with an acceptable trustee
or esrow agent designated by the mort-
gagee. If mortgage proceeds are used, the
mortgagee shall retain under terms ap-
proved by the Commissioner, rather than
disburse at the Initial closing of the
mortgage. a portion of the mortgage pro-
ceeds allocated to land in the project
analysis. As additional assurance, th
Commissioner may also require a surety
company bond or bonds.

(d) Prior to the initial endorsement
of the mortgage for insurance, the mort-
gagor and the mortgagee shall execute
a building loan agreement, approved by
the Comm'ioner, setting forth the
terms and conditions under which pro.-
re:s payments may be advanced during
construction. To be covered by mortgage
insurance, each progress payment shall
be approved by the Commissioner.
- (e) The mortgagor shall furnish as-
surance of completion of the project, in
the form of a personal indemnity agree-
ment, a surety company bond or bands,
a cash Lecrow deposit, a letter of credit,
or an agreement controlling the dis-
bursement of construction funds coupled
with a guaranty of performance of the
construction contract, as required by the
Commissioner. The personal Indemnity
agreement and the bonds shall be on
forms approved by the Commissioner.
The surety company executing a bond
must be satisfactory to the Commis-
sioner. Where a cash escrow deposit is
used, It shall be established under an
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agreement with the mortgagee or with
a depository satisfactory to the mort-
gagee and the Commissioner and shall
involve cash, or securities of, or fully
guaranteed as to principal and interest
by, the United States of America. Where
an agreement controlling the disburse-
ment of construction funds coupled with
a guaranty of performance of the con-
struction contract is used, the agreement
shall contain terms satisfactory to the
Commis sioner. The types of assurance to
be furnished are as follows:

(1) Where the estimated cost of con-
struction or rehabilitation is $500,000 or
less, assurance will be accepted in the
form of a personal indemnity agreement
executed by the principal officers, direc-
tors, stockholders, or partners or indi-
viduals operating as the general
contractor.

(2) Where the estimated cost of con-
struction or rehabilitation is more than
$500,000 or where such cost is less than
$500,000 and a personal indemnity agree-
ment is not executed, assurance shall be
by a surety company bond or bonds, a
cash escrow deposit, a letter of credit,
or an agreement controlling the dis-.
bursement of construction funds coupled
with a guaranty of performance of
the construction contract, the amount
of which shall be prescribed by the
Commissioner.

(f) (1) For a supplementary loan in-
volving improvements, repairs or the fi-
nancing of community facilities, the
Commissioner may require such assur-
ance of completion as he deems neces-
sary.

(2) A supplementary loan may be re-
quired to be secured in a manner satis-
factory to the Commissioner. The secu-
rity may take the form of collateral
security, a modification of existing in-
struments and title evidence or such
other form as may be prescribed by the
Conmmissioner.

(g) The mortgagee maw accept, in lieu
of a cash deposit required by paragraphs
(b), (c) and (e) of this section, an un-
conditional irrevocable letter of credit
issued to the mortgagee by a banking in-
stitution. In the event a demand under
the letter of credit is not immediately
met, the mortgagee shall forthwith pro-
vide cash equivalent to the undrawn bal-
ance thereunder.
§ 213.28 Labor standards and prevailing

wage requirements.

(a) Any contract, subcontract, or
building loan agreement executed for
the performance of construction of the
proJect shall comply with all applicable
labor standards and provisions of the
regulations of the Secretary of Labor
issued May 9, 1951, 29 C0D 5.1-5.12 (16
F.R. 4430).

(b) No construction contract shall be
entered into with a general contractor
or any subcontractor if such contractor
or any such subcontractor or any firm,
corporation, partnership or association
in which such contractor or subcontrac-
tor has a substantial interest is included
on the ineligible list of contractors
or subcontractors established and main-

tained by the Comptroller General, pur-
suant to § 5.6(b) of the regulations of
the Secretary of Labor, issued May 9,
1951 (29 CFR 5.6(b)).

(c) No advance under the mortgage
shall be eligible for insurance after notifi-
cation from the Commissioner that the
general contractor or any subcontractor
or any firm, corporation, partnership
or association in which such contractor
or subcontractor has a substantial inter-
est was, on the date the contract or sub-
contract was executed on the ineligible
lis established by the Comptroller Gen-
eral. pursuant to the provisions of the
Secretary of Labor, issued May 9, 1951
(29 CFR 5.6(b) ).

(d) No advance under any mortgage
shall be eligible for insurance unless
there Is filed with the application for
such advance a certificate or certificates
in the form required by the Commis-
sioner, supported by. such other Infor-
mation as the Commissioner may pre-
scribe, certifying that the laborers and
mechanics employed in the construction
of the dwelling or dwellings or housing
project involved have been paid not less
than the wages prevailing in the local-
ity in which the work was performed for
the corresponding classes of laborers and
mechanics employed on construction of
a similar character, as determined by the
Secretary of Labor prior to the begin-
ning of construction and after the date
of filing of the application for insur-
ance.

(e) Any contract or subcontract exe-
cuted for the performance of construo-
tion of the project shall contain a
provision that there shall be no dis-
crimination against any employee, or
applicant for employment because of
race, color, creed, or national origin.
Where the mortgagor is the general con-
tractor, the building loan agreement
shall contain the above provisions.

(f) Compliance with the provisions of
this section shall be evidenced at such
time and in such manner as the Commis-
sioner may prescribe.
§ 213.29 Rents and charges.

The mortgagor shall not permit occu-
pancy except in accordance with the
scheduled of charges and under an Occu-
pancy Agreement or lease approved by
the Comnmissioner.
§ 213.30 Methods of operation.

(a) Except with the prior written ap-
proval of the Commissioner, no compen-
sation shall be paid by the corporation
to its officers or directors, as such, nor
to any person or corporation for super-
visory or managerial services. No com-
pensation shall be paid by the corpora-
tion to any employee in excess of an
amount agreed upon by the Commis-
sioner and specified in the charter. No
officer, director, stockholder, agent, or
employee of the corporation shall In any
manner become indebted to the corpora-
tion, except on account of approved oc-
cupancy charges.

(b) The corporation shall maintain
Its project, the grounds, buildings, and
equipment appurtenant thereto, in good

repair and in such condition vs will pro-
serve the health and safety of Its occu-
pants.
(c) In all projects, except thoo In-

volving rehabilitation where the mort-
gage does not exceed $200,000, a fund
for replacements shall be established and
maintained with the mortgagee so long
as the mortgage Insurance Is in force.
The amount and type of such fund and
the conditions under which It shall be
aumulated, replenished, and used,
shall be specified in the charter.
(d) A -General Operating Reserve

shall also be established and maintained
so long as the mortgage insurance I- In
force, in a manner and for the purposeo
specified In the charter.

(e) The corporation shall not, with-
out prior approval of the Commis-
stoner, incur liabilities (other than the
insured mortgage) in exces of an
amount to be specified in the charter.
(f) The corporation, Ito property

equipment, buildings, plans, offices, up-
paratus, devices, bools, contracts, rec-
ords, documents, and papero chall be
subject to inspection and examination
by the Commissioner or his duly au-
thorized agent at all re.onable times.

(g) The mortgagor shall execute and
deliver to the CommissIoner a certificate
that the books and accounts of the cor-
poration will be established and main-
tained in a manner satisfactory to the
Commissioner on the date the certifi-
cate Is executed. Such certificate shall
be to the effect that so long as the mort-
gage Is Insured by the Commissioner, the
mortgagor's books and accounts will be
kept n accordance with the require-
ments oX the Commissioner, will be in
such form as to permit a speedy and
effective audit, and, as may otherwI-o
be prescribed by the Commissloner, will
be maintained for such periods of time
as may be prescribed by the Commis-
stoner and will be available to the Com-
missioner and to the Comptroller Gen-
eral of the United States for such
examination and audits as they may
desire to make. The corporation shall
file with the Commksioner and mort-
gagee the following reports verified by
the signature of such officers of the
corporation as the Commissioner may
designate and in such form as presorlbed
by the Commissioner:

(1) Monthly or quarterly operating
reports as and when required by the
Commissioner;

(2) A semi-annual financial sotte-
ment within sLxty (60) days after the
semi-annual period when required by
the Commissioner;

(3) Annual reports prepared by a cer-
tified public accountant or an independ-
ent public accountant, within sixty (60)
days after the end of each fiscal year;

(4) Specific answers to questiono
upon which information Is desired from
time to time relative to the operation and
condition of the property and the status
of the insured mortgage;

(5) Copies of minutes of stockholders'
meetings certified to by the Secretary of
the corporation, within thirty (30) days
after such meetings and, when requested
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by the Commissioner, copies of minutes
of directors' meetings.

(h) Where the mortgagor obtains a
supplementary loan topurchase andre-
sell memberships, downpayments made
by purchasers of memberships shall not
be less than the downpayments requested
in the original sales of memberships.
§ 213.31 Exceptions and special provi-

sions.

(a) A Public Mortgagor shall not be
subject to regulation and restriction by
the Commissioner with respect to mat-
ters set forth in § § 213.24, 213.25, 213.29,
and 213.30.

(b) If the mortgage is to be insured
after completion of the Improvements,
the mortgagor shall not be subject to the
requirement of § 213.27.

(c) In addition to the provisions of
this part, the mortgagor of an Investor
Project shall be subject to the provisions
of § 207.19(b), (Rate of return), 207.19
(e), (Rent and charges), and 9 20726,
(Form of contract), of this chapter.
Such mortgagor shall not be subject to
the provisions of 9§ 213.25, 213.30(d),
and 213.34.

(d) If the mortgage to be insured cov-
ers Existing Construction, H 213.33,
213.34, 213.35, 213.36, and 213.38 shall
not be applicable.

(e) The provisions of § 213.27 shall
apply-to the mortgage covering Existing
Construction only where Commissioner
required or approved repairs, Improve-
ments, alterations, and additions are in-
volved and insured advances are t9 be
made. In such cases, assurance of com-
pletion of the project shall be deemed
to refer to assurance of completion of
such repairs, improvements, alterations,
and additions.

(f) The provisions of _§ 213.28 shall
apply to the mortgage covering Existing
Construction only to the extent that
Commissioner required or approved Te-
pairs. improvements, alterations, and
additions are involved and reference
therein relating to contracts, subcon-
tracts, and the construction of the
project shall be deemed to refer to the
construction of such repairs, improve-
ments, alterations, and additions.

(g) The provisions of § 213.28 shall
not apply to a mortgage covering Exist-
ing Construction which covering Exist-
ing Construition which does not involve
Commissioner required or approved re-
pairs, Improvements, alterations, and
additions, except that as to such Existing
Construction where the construction of
the project or projects was commenced
after September 23, 1959, Inspection by
the Commissioner and compliance with
the provisions of section 212 of the Act
relating to prevailing wage requirements
shall be a prerequisite of mortgage in-
surance.

(h) The provisions of § 213.28 shall
not apply to a supplementary loan cov-
ering the purchase of an existing com-
munity facility.(i) Part 213 sections and portions of
sections applicable to supplementary
loans are: H9 213.1(a), (b), (f), (1), (m),
and (n); 213.2; 213.3; 213.4; 213.6(d);

213.7 (1) and (m); 213.8; 213.9(a);
213.10; 213.18 (a), (b)(1). and (c);
213.27(e); 211.28 (a) through (f); and
213.39.

In the foregoing provisions, unless
otherwise Indicated:

(1) "mortgage" shall mean "supple-
mentary loan."

(2) "mortgagee" shall mean "lender."
(3) "mortgagor" shall mean "bor-

rower."
(4) "project" shall mean "Improve-

nients, repairs, or community facilities."
§213.32 Certificate of mortgagor re-

garding use of property for transient
or hotel purposes.

The mortgagor shall certify under
oath that, so long as the mortgage is
insured, the mortgagor will not rent, per-
mit the rental, or permit the offering for
rental, of the housing, or any part
thereof, covered by such mortgage for
transient or hotel purpoes. For the
purpose of this certificate, rental for
transient or hotel purposes shall mean
(a) rental for any period less than 30
days, or (b) any rental, If the occupants
of the housing accommodations are pro-
vided customary hotel services such as
roon service for food and beverares,
maid service, furnishing and laundering
of linen, and bellboy service.

AnosurNm or MonacAGn A7.roU
213.33 Certification of cost require-

ments.
(a) Prior to Initial endorsement of

the mortgage for Insurance, the mort-
gagor, the mortgagee, and the Commis-
stoner shall enter Into an agreement in
form and content satisfactory to the
Commissioner for the purpose of pre-
cluding any excess of mortgage proceeds
over statutory limitations. Under this
agreement, the mortgagor shall disclose
its relationship with the builder, includ-
ing any collateral agreement, and shall
agree:

(1) To enter Into a construction con-
tract, the terms of which shall depend
on whether or not there exists an Iden-
tity of interest between the mortgagor
3nd the builder.

(2) To execute a Certificate of Actual
Costs, upon completion of all physical
improvements on the mortgaged prop-
erty.

(3) To apply In reduction of the out-
standing balance of the principal of the
mortgage any excess of mortguage pro-
ceeds over statutory limitations based
on actual cost.

(b) The provisions of pamagraph (a)
of this section relating to disclosure and
the requirement for a construction con-
tract shall not apply where the mort-
gagor is the general contractor.
§ 213.34 Form of contract.

The form of contract between tho
mortgagor of a Management TyFp Proj-
ect and builder shall be determined in
accordance with the following:

(a) Non-identity of interest. If It is
found by the Commissioner that: (1) no
identity of Interest exists between the
mortgagor or any of its officers, direc-

toa or st ocholders and the general con-
tractor, and (2) a cost pluz form of con-
tract Is not required in the interests of
the Commissioner; there may be used a
lump sum form of contract.

(b) Identity of irterest. If the Com-
miAioner does not make the findings de-
scribed in paragraph (a) of this section,
the form of contract shall provide for
payment of the actual cost of construc-
tion, not to exceed an upset price and
may provide for payment of a specified
builder's fee In addition thereto. The
builder's fee shall not exceed a reason-
able allowance therefor d0establlshed by
the Commlzsoner, In accordance with
customary practices In the area.

(c) Identity of fnterest-subcontrac-
tor. If It is found by the Commissioner
that an Identity of Interest exists between
the mortgagor or any of Its officers, di-
rectors or stockholders and any subcon-
tractor or material supplier, the mort-
-gagor and the general contractor must
certify in a form prescribed by the Com-
missoner prior to final endorsement of
the mortgage for Insurance that the
amounts paid to such subcontractor or
materialsupplier were not more than the
rate prevailing In the locality for similar
type labor and materials.
§ 213.35 Certificates of actual cost

(a) The mortgagor's certificate of ac-
tual cost, in a form prescribed by the
CommisLoner, shall be submitted upon
completion of the physical improvements
to the satisfaction of the Commissioner
and prior to final endorsement. The
certificate shall show the actual cost to
the mortgagor, after deduction of any
kickbacks, rebates, trade discounts, or
other similar payments to the mortgagor.
or to any of Its officers, directors, stozk-
holders, or prtners, of:

(1) The construction contract, where
the mortgagor and the general contrac-
tor are parate entities, or the con-
struction of the project where the mort-
gagor Is the general contractor and there
Is no such contract. In the case of a
lump sum contract, the amount shown
in the -certiflcate shall include all pay-
ments under the contract;

(2) In the case of a cost pluz-fixed
fee contract or where the mortgagor I3
the general contractor, the amount
shown in the certificate shall include
such allowance of general overhsad
Items as are acceptable to the Commis-
sioner plus r rasonable allowance for
the builder's profit as established by the
Commissioner.

(3) Architect's fee;
(4) Off-site public utilities and street,

not included in r-e general contract;
(5) OrganidzAtonal and legal work;

and
(6) Other Items; of expense approved

by the Commissioner.
(b) (1) Where a cost plus form of con-

tract is ued, the mortgagor shall submJt
alona with Its c=rtification of actual cost
a certification of the general contractor,
n a form prescribed by the Commis-
stoner, as to all actual costs paid for
labor, materials and subcontract work
under the general contract exclusive of
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the builder's fee and any kickbacks, re-
bates, trade discounts, or other similar.
payments to the general contractor, the
mortgagor, or any. of its officers, direc-
tors, stockholders or partners.

(2) Where it. is determined by the
Commissioner that an identity of interest
exists between the mortgagor or any of
its officers, directors, stockholders or
partners and any subcontractor, material
supplier, or equipment lessor, the mort-
gagor may be required by the Commis-
stoner to submit a certification of actual
cost by such subcontractor, material
supplier, or equipment lessor, in a form
prescribed by the Commissioner, as to all
actual costs paid -for labor, materials,
subcontracts and overhead exclusive of
any kickbacks, rebates, trade discounts,
or other similar payments to the general
contractor, the mortgagor or any of its
officers, directors, stockholders or part-
ners. Where the use of a cost plus form
of contract is required by the Commis-
sioner, and it is determined by the Com-
missioner that an identity of interest
exists between the general contractor
and any subcontractor, material sup-
plier, or equipment lessor, the mortgagor
may be required by the Commissioner to
submit a certification of actual cost by
such subcontractor, material supplier, or
equipment lessor.

(c) The mortgagor shall keep and
maintain adequate records of all cost of
any construction or other cost items not
representing work under the general
contract and, in the case of a cost plus
contract, shall require the builder to keep
similar records and, upon request by the
Commissioner. shall make available for
examination such records including any
collateral agreements.

(d) The certificate of actual cost shall
be verified by an independent Certified
Public Accountant or independent public
accountant in a manner acceptable to
the Commissioner.
§ 213.36 Adjustment resulting from

cost certification.
Upon receipt of the mortgagor's cer-

tification of actual cost there shall be
added to the total anount thereof the
Commissioner's estimate of the fair mar-
ket value of any land included in the
mortgage security and owned by the
mortgagor in fee, such value being prior
to the construction of the improvements.
In the event the land is held under a
leasehold or other interest less than a
fee, the cost, if any, of acquiring the
leasehold or other interest is considered
an allowable expense which may be
added to actual cost, provided that in no
event such amount is in excess of the
fair market value of such leasehold or
other interest exclusive of proposed im-
provements. If the principal obligation
of the mortgage exceeds the approved
percentage of this total amount, the
mortgage shall be reduced by the
amount of such excess prior to final
endorsement for insurance.
§ 213.37 Rehabilitation projects.

In the event the mortgage is to finance
repair or rehabilitation the mortgagor's
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actual cost of such repair or rehabilita-
-tion may include the items of expense
permitted for new construction In ac-
cordance with either paragraph (a) or
paragraph (b) of § 213.35 and the ap-
plicable cost certification procedure de-
scribed therein will be required; provided
such mortgage shall be subject to the
following limitations:

(a) Property held in fee. If no part
of the proceeds will be used to finance
the purchase of the land or structures
involved the mortgage shall be reduced
to an amount not to exceed 100 percent
of the approved cost of the completed
repairs or rehabilitation.

(b) Property subject to existing mort-
gage. If the insured mortgage is to in-
clude the cost of refinancing an existing
mortgage acceptable to the Commis-
sioner, the amount of the existing mort-
gage or the approved percentage of the
Commissioner's estimate of the fair mar-
ket value, of land and existing improve-
ments prior to repair or rehabilitation,
whichever is the lesser, shall be added to
the actual cost of the repair or reha-
bilitation. If the principal obligation of
the Insured mortgage exceeds the total
amount thus obtained, the mortgage
shall be reduced by the amount of such
excess, prior to final endorsement for
insurance.

(e) Property to be acquired. If the
mortgage Is to include the" cost of land
and improvements, 'and the purchase
price thereof is to be financed with part
of the mortgage proceeds, the purchase
price, or the Commissioner's estimate of
the fair market value, of land and exist-
ing improvements prior to repair or re-
habilitation, whichever is the lesser,
shall be added to the actual cost of the
repair or rehabilitation. If the princi-
pal obligation of the insured mortgage
exceeds the approved percentage of this
qanount, the mortgage shall be reduced
by the amount of such excess, prior to
final endorsement for insurance.
F 213.38 Requisites of agreement and

certification.
(a) Any agreement, undertaking,

statement or certification required by
§ 213.35 shall specifically state that it
has been made, presented, and delivered
for the purpose of influencing an official
action of the Federal Housing Adminis-
tration, and of the Federal Housing
Commissioner, and may be relied upon
by the Commissioner as a true statement
of the facts contained therein.

(b) Upon the Commissioner's ap-
-proval of the mortgagor's certification as
required by § 213.35 such certification
shall be final and incontestable except
for fraud or material misrepresentation
on the part of the mortgagor.

ELIGIBLE MORTGAGEES AND-LENDERS
§ 213.39 Qualifications.

The provisions of §§ 203.1 to 203.4,
203.6 to 203.9, and 203.51 through 203.54
of this chapter shall apply and govern
the eligibility, qualifications and require-
ments of mortgagees and lenders under
this subpart.

PROPrRTY RnQUMrMa:TSx
§ 213.40 Eligibility of property.

(a) A mortgage to be elgiblo for in-
surance shall be on real estate held:

(1) In fee simple; or
(2) On the Interest of the lessee under

a lease for not less than ninety-nine years
which Is renewable; or

(3) Under a lease having a period of
not less than seventy-five years to run
from the date the mortgage h. executed,
or

(4) Under a lease executed by a gov-
ernment agency, an Indian or an Indian
tribe for the maximum term consistent
with the legal authority for the execu-
tion of such lease, provided that the term
of any such lease shall run for a period
of not less than fifty years from the date
the mortgage is executed.

(b) The property constituting security
for the mortgage shall be held by an eli-
gible mortgagor as herein defined and
shall at the time the mortgage is Insured
be free and clear of all liens other than
that of such mortgage except as other-
wise provided In this subpart,
§ 213.42 "llinimum number of unitg.

The project shall consist of not less
than five dwelling units which may be
detached, semidetached, or row houe,
or multifamily structures. n the ce
of a Sales Project, such. units shall be
single-family dwellings.

Tin7u
§ 213.43 Eligibility of title.

In order for the mortgaged property to
be eligible for insurance, the Commis-
stoner must determine that marketable
title thereto is vested in the mortgagor
as of the date the mortgage Is filed for
record. The title evidence will be exam-
ined by the Commissioner and the orig-
inal endorsement of the credit instru-
ment for insurance will be evidence of Its
acceptability.
§ 213.44 Title evidence.

(a) Upon insurance of the mortgage,
themortgagee shall furnish to the Com-
missioner a survey of the mortgaged
property, satisfactory to him, and a pol-
icy of title insurance covering such
property, as provided in subparagraph
(1) of this paragraph. If, for reasoi
the Commissioner deems satisfactory,
title Insurance cannot be furnished, the
mortgagee shall furnish such evidence
of title in accordance with subparagraph
(2), (3), or (4) of this paragraph, as the
Commissioner may require. Any survey,
policy of title insurance, or evidence of
title required under this section shall be
furnished without expense to the Com-
missioner. The types of title evidence.
are:
(1) A policy of title insurance Is-ued

by a company and in a form satisfactory
to the Commissioner. The policy shall
name as the insureds the mortgagee and
the Secretary of Housing and Urban De-
velopment, as their respective interests
may appear. The policy shall provide
that upon acquisition of title by the
mortgagee or the Secretary, it will be-
come an owner's policy running to the
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mortgagee or the Secretary, as the case
maybe.

(2) An abstract of title satisfactory
to the Commissioner, prepared by an
abstract company, or individual engaged
in the business of preparing abstracts
of title, accompanied-by a legal opinion
sati factory to the Commissioner, as to
the quality of such title, signed by an
attorney at law experienced in the ex-
amination of titles.

(3) A Torrens or similar title certifi-
cate.

(4) Evidence of title -conforming to
the standards of a supervising branch
of the Government of the United States
of America, or of any State or Territory
thereof.

(b) The survey required by paragraph
(a) of this section need not be furnished
In connection with a project Involving
rehabilitation where the mortgage does
not exceed $200,000.

OT R ELIGIBLE MORTGAGES
§213.45 Eligibility of miscellaneous

type mortgages.

(a) A mortgage executed by a mort-
gagor of a Management Type project
covering five or more units and which
meets the requirements of this part, ex-
cept as-modified by this section shall be
eligible for insurance-under this part.
(b) The mortgage may be accepted for

insurance If-
(1) Executed in connection with the

sale by the Government, or any agency
or offical thereof, of any housing ac-
quired or constructed under Public Law
849, Seventy-sixth C o n gr e ss, as
amended; Public Law 781, Seventy-sIxth
Congress, as amended; or Public Laws 9,
73, or 353, Seventy-seventh Congress, as
amended (including any additional prop-
erty acquired, held, or constructed in
connection with such housing or to serve
the Inhabitants thereof); or

(2) Executed in connection with the
sale by the Public Housing Administra-
tion, or by any public housing agency
with the approval of the said Adminis-
tration, of any housing (including any
additional property acquired, held, or
constructed In connection with such
housing or to serve the Inhabitants
thereof) owned or financially assisted
pursuant to the provisions of Public Law
671, Seventy-sixth Congress; or

(3) Executed In connection with the
sale by the Government, or any agency
or official thereof, or any of the so-called
Greenbelt towns, or parts thereof, In-
cluding projects, or parts thereof, kmown
as Greenhills, Ohio; Greenbelt, Miary-
land; and Greendale, Wisconsin, devel-
oped under the Emergency Relief Ap-
propriation Act of 1935; or of any of the
village properties or employee's housing
under the jurisdiction of the Tennessee
Valley Auth6rity; or of any housingunder the Jurisdiction of the Department

of the Interior located within the town
area of Coulee Dam, Washington, ac-
quired by the United States for the con-
struaction, operation, and maintenance
of Grand Coulee Dam and its appurte-
nant works or of any permanent housing
under the jurisdiction of the Department

of the Interior constructed under the
Boulder Canyon Project Act of Decem-
ber 21, 1928, as amended and supple-
mented, located within the Boulder City
municipal area; or

(4) Executed in connection with the
sale by the Government, or any agency
or official thereof, of any housing (in-
eluding any property acquired, held, or
constructed in connection therwith or
to serve the inhabitants thereof) pur-
suant to the Atomic Energy Community
Act of 1955, as amended: Provided, That
such insurance shal be Issued without
regard to any preferences or proritie3
except those prescribed by the National
Housing Act or the Atomic Energy Com-
munity Act of 1955, as amended; or

(5) Executed In connection with the
ale by a State or municipality, or an

agency, instrumentality, or political sub-
division of either, of a project consisting
of any permanent housing (including any
property acquired, held or constructed
in connection therewith or to serve the
inhabitants thereof), constructed by or
on behalf of such Stat, municipality,
agency, Instrumentality or political sub-
division, for the occupancy of veterans
(as defined in § 203.12 of thin chapter)
their fainlles and others: ProrVdcLc, That
in no case may the principal obligation
of a mortgage referred to In this sub-
paragraph exceed 90 percent of the ap-
praised value of the mortgaged property;
or

(6) Executed In connection with the
first resale, within two years from the
date of its acquisition from the Goverm-
meat, of any portion of a project or prop-
erty of the character described in cub-
paragraphs (1), (2), (3), and (4) of this
paragraph.

(c) [Reserved]
(d) A mortgage given to refina ce an

existing mortgage Insured under the act
may be insured under this subpart pur-
suant to section 223(a) (7) of the nact
The new mortgage sha be limited In
amount and in term as follows:

(1) The principal of the newmortgage
shall not exceed the lowest of these
amounts:

(I) The original principal amount of
the existing insured mortaage.

(if) The unpaid principal amount of
the existing insured mortgsae, to which
may be added-

(a) The outstanding Indebtedne:s in-
curred in connection with capital Im-
provements made to the property which
are acceptable to the Commfoner.

(b) The costs, as determined by the
Commissioner, of capital Improvements,
upgrading or additions required to be
made to the property.

(c) Loan closing charues.
(i) 90 percent of the Commissioner's

estimate of the value of the property
after completion of the repairs, improve-
ments or additions to the property.

(2) The term of the new mortgage
shall not exceed the unexpired term of
the existing mortgage, except that It
may have a term of not more than 12
years in excess of the unexpired term of
the existing mortgage in any case in

which the Commlssoner datermines that
the Insurance of the mortgage for an
additional term will Inure to the benefit
of the applicable insurance fund, taking
into consideration the outstanding in-
surance liability under the existing in-
sured mortgage.
(e) The Comms-.oner may Inuzre

under this part, without rezard to ay
limitation upon eligbility contained In
this subpart, any mortgage assigned to
him in connection with payment under
a; contract of mortgage Insurance, or
executed In connection with a sale by
him of any property acquired under any
section or title of the Act.
§ 213.45a Eligibillit of mortgages cov-

ering housing in ccmin neighbor-
hoods.

(a) A mortgage finandng the repair,
rehabilitation, construction, or purc"1a
of property lomted in an older declining
urban ama shall be elilb!e for insurance
under this cubpart subJect to compliance
with the additional requirements of this
section.

(b) The mortgage shall meet all of the
requircments of this subpart, except such
requirements (other than tho-e relating
to labor standards and prevaling wages)
as are judged to be not applicable on the
b.a"'s of the following determinations to
be made by the Commissioner:

(1) That the conditions of the area In
which the property is located prevent the
application of certain eligibilityrequire-
ments of this subpart.

(2) That the area Is reasonably viable,
and there is a need In the area for ade-
quate housing for families of lower
income.

(3) 'hnat the mortgage to be insured is
an acceptable r:1_.
(c) Mortgages complying with the re-

quiraments of this section shall be In-
szred under this subpart pursuant to sec-
tion 223 (e) of the National Housing Act.
Such mortgage3 shall be Insured under
and be the obligation of the Special Risk
Insurance Fund.
E=xrsrori oF T=u =.m Pnoxio.O oF

Wo nr Ploczss
§ 213.46 Actions by Commissloner.

Where the mortgagee or lender has
failed to take action within the period
of time required in order to prevent the
expiration of a commitment or In order
to reopen an expired commitment, the
Comm-oner may extend such pericd
and may retroactively reinstate or re-
open such commitment.

213.249 Ef'ect of amendmens.
The regulations in this subpart m-y be

amended by the Comml-ioner at any
time and from time to time, in whole or
in part, but such amendment shall not
adversely atlect the Interests of a mort-
gagee or lender under the contract of In-
surance on any mortgage or loan already
Insured and shall not adversely affect the
interests of a mortgagee or lender on any
mortgage or loan to be Insured on which
the CommLssoner has made a commit-
ment to insure.
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Subpart B-Contract Rights and Ob-
ligations-Projects

§ 213.251 Incorporation by reference.
(a) All of the provisions of Subpart

B, Part 207 of this chapter covering
mortgages insured under section 207 of
the National Housing Act, apply with
full force and effect to mortgages in-
sured under section 213 of the National
Housing Act, except the following pro-
visions:
Sec.
207.251 Definitions.
207.252 First. second and third premiums.
207.253 Adjusted premium charge.
207.254 Form of endorsement.

(b) For the purposes of this subpart,
all references in Part 207 of this chapter
to section 207 of the National Housing
Act shall be deemed to refer to section
213 of the act, and all references in Part
207 of this chapter to the General Insur-
ance Fund shall be deemed to refer to
the Cooperative. Management Housing
Insurance Fund in cases involving mort-
gages which are the obligation of the Co-
operative Management Housing Insur-
ance Fund.

(c) The provisions of §§ 207.255,
207.256, 207.257, 207.261, 207.262 and
207.263 of this chapter shall apply to
supplementary loans insured under sec-
tion 213(j) of the Act. In connection
with the foregoing provisions the terms
"mortgagor", "mortgagee", "mortgage"
shall be construed to mean "borrower",
"lender", and "supplementary loan, in-
cluding required security instrument".
(d) Where the provisions of this sub-

part are applicable to supplementary
loans, the terms "mortgagor", "mort-
gagee", "mortgage", shall be construed to
mean "borrower", "lender", and "supple-
mentary loan, including required security
Instrument".

(e) Where the provisions of this sub-
part are applicable tO operating loss
loans, the terms "mortgagor," "mortga-
gee" and "mortgage" shall be construed
to mean "borrower," "lender" and "op-
erating loss loan, including required se-
curity instrument," respectively.
§ 213.252 Definitions.

The definitions contained in § 213.1
shall apply to this subpart and in addi-
tion the following terms shall have the
meaning indicated.

(a) "Contract of Insurance" means
the agreement evidenced by endorsement
of the credit instrument by the Commis-
sioner or his duly authorized representa-
tive and includes the terms, conditions
and provisions of this subpart and of the
National Housing Act.

(b) "Insured mortgage" means a
mortgage which has been insured by the
endorsement of the credit instrument by
the Commissioner.

(c) "Mortgage" means such a first lien
upon real estate and other property as
is commonly given to secure advances on,
or the unpaid purchase price of, real
estate under the laws of the State, dis-
trict or territory in which-the real estate
is located, together with the credit in-

strument or instruments, if any, secured
thereby. In any instance where an op-
erating loss loan -s involved, the term
shall include both the original mortgage
and the instrument securing the operat-
ing loss loan.

(d) "Mortgagee" means the original
lender under a mortgage, Its successors
and such of its assigns as are approved
by the Commissioner, and includes the
holders of the credit instruments issued
under g6 trust indenture, mortgage or
deed of trust pursuant to which such
holders act by and through a trustee
therein named.

(e) "Mortgagor" means the original
borrower under a mortgage and lts'suc-
cessors and such of its assigns are are
approved by the Commissioner.

(f) "Project Mortgage" means a
blanket mortgage insured under section
213 of the Act, covering a group of not
less than five single-family dwellings.
§ 213.253 Premiums upon initial en-

dorsement.
(a) Management and Sales Types and

Investor Sponsored Projects. The mort-
gagee, upon the initial endorsement of
the mortgage for insurance, shall pay to
the Commissioner a first mortgage In-
surance premium equal to one-half of
one percent of the original face amount
of the mortgage.

(b) Purchasing cooperatives. The
provisions of paragraph (a) of this sec-
tion do not apply to the mortgage of a
purchasing nonprofit cooperative hous-
ing corporation or trust where such
mortgage is endorsed for insurance pur-
suant to the sale of an Investor Spon-
sored Project to such purchasing
nonprofit cooperative housing corpora
tion or trust.

(c) Existing Construction. The pro-
visions of paragraph (a) shall apply to
a mortgage covering Existing Construc-
tion which involves insurance of ad-
vances for Commissioner approved or
required repairs, improvements, altera-
tions and additions.

(d) Operating loss loans and supple-
mentary loans. The provision! of para-
graph (a) of this section shall apply to
any operating loss loan and to any sup-
plementary loan, except a supplementary
loan to finance the acquisition of an
existing community facility.
§ 213.254 Premiums where first princi-

pal payment more than one year
after initial endorsement.

(a) Management and Sales Types and
Investor Sponsored Projects. (1) If the
date of the first principal payment is
more than one year following the date
of such initial Insurance endorsement,
the mortgagee, upon the anniversary of
such insurance date, shall pay a second
premium equal to one-half of one percent
of the original face amount of the mort-
gage. On the date of the first principal
payment, the mortgagee shall pay a third
premium equal to one-half of one per-
cent of the average outstanding principal
obligation of the mortgage for the fol-
lowing year which shall be adjusted so
as to accord with such date and so that

the aggregate of the first, second and
third premiums shall equal the sum of (1)
one percent of the average outstanding
principal obligation of the mortgage for
the year following the date of Initial
insurance endorsement, and (it) one-half
of one percent per annum of the average
outstanding principal obligation of the
mortgage for the period from the flnt
anniversary of the date of Initial In-
surance endorsement to one year follow-
ing the date of the first principal
payment.

(2) If the date of the first principal
payment of a mortgage is more than one
year following the date of the initial in-
surance endorsement and the mortgage
is paid in full prior to the date of such
first principal payment, the flirt and
second premiums collected shall be ad-
Justed so that the aggregate of the two
premiums shall equal the sum of (i) one
percent of the average outstanding prin-
cipal obligation of the mortgage for the
year .following the date of the initial
insurance endorsement, and (li) one-half
of one percent per annum of the average
outstanding principal obligation of the
mortgage for the period from the first
anniversary of the date of Initial en-
dorsement to the date the mortgage was
paid in full.

(b) Purchasing cooperatives. The
provisions of paragraph (a) of this scc-
tion do not apply to the mortgage of a
purchasing nonprofit cooperative hous-
ing corporation or trust where ouch
mortgage Is endorsed for Insurance pur-
suant to the sale of an Investor Spon.
sored Project to such purchasing
nonprofit cooperative housing corpora-
tion or trust.

(c) Existing Construction. The pro-
visions of paragraph (a) shall apply to
a mortgage covering Existing Construc-
tion which involves insurance of ad-
vances for Commissioner approved or re-
quired repairs, Improvements, alterations
and additions.

(d) Supplementary loan; insurance o1
advances. The provisions of paragraph
(a) shall apply to any supplementary
loan Involving insurance of advances,
§ 213.255 Premium whero first princi-

pal payment one year or ,Ie after
initial endoroement.

(a) Management and Sales Types and
Investor Sponsored Projects. (1) If the
date of the first principal payment Is
one year, or less than one year following
the date of such initial insurance en-
dorsement, the mortgagee, upon such
first principal Payment date, shall pay a
second premium equal to one-half of ono
percent of the average outstandlnrg prin-
cipal obligation of the mortfage for the
following year which shall be adJusted
so as to accord with such date and so
that the aggregate of the first and cecond
premiums shall equal the sum of (1) one
percent per annum of the average out.
standing principal obligation of tho
mortgage for the period from the data of
initial Insurance endorsement to the dato
of first principal payment, and (11) one-
half of one percent of the avera go
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outstanding principal obligation of the
mortgage for the year following the date
of the first principal payment.

(2) If the date of the first principal
payment of a mortgage is one year or
less than one year following the date of
the initial insurance endorsement and
the mortgage Is paid in full prior to the
date of such first principal payment, the
first and only premium collected qhn"
be adjusted so that the total premium
shall equal one percent per annum of
the average outstanding principal ob-
ligation of the mortgage for the period
from the date of initial insurance en-
dorsement to the date the mortgage was
paid in full.

(b) Purchasing cooperatives. The
provisions of paragraph (a) of this sec-
tion do not apply to the mortgage of a
purchasing nonprofit cooperative hous-
ing corporation or trust where such
mortgage is endorsed for insurance pur-
suant to the. sale of an Investor Spon-
sored Project to such purchasing non-
profit cooperative housing corporation
or trust.

(c) Existing Construction. The provi-
sions of paragraph (a) shall apply to a
mortgage covering Existing Construction
which Involves insurance of advances for
Commissioner approved or required re-
pairs, improvements, alterations and
additions.

(d) Supplementary loan; insurance of
advances. The provisions of paragraph
(a) shall apply to a supplementary loan
involving insurance of advances.
§ 213.256 Premiums; insurance upon

completion.
(a), Management and Sales Tgpes

and inwestor Sponsored Profects.
(1) Where the mortgage is initially and
finally endorsed for insurance pursuant
to a Commitment to Insure Upon Com-
pletion, the mortgagee on the date of the
first principal payment shall pay a sec-
ond premium equal to one-half of one
percent of the average outstanding
principal obligation of the mortgage for
the. year following such first principal
payment date which shall be adjusted
so as to accord with such date and so
that the aggregate of the first and sec-
ond premiums shall equal the sum of
one-half of one percent per annum of

-the average outstanding principal obli-
gation of the mortgage for the period
from the date of the insurance endorse-
ment to one year following the date of
the first principal payment.

(2) -Where the mortgage is initially
and finally endorsed for insurance pur-
suant to a Commitment to Insure Upon
Completion and is paid in full prior to
the date of the first principal payment,
the firs=t and only premium collected
shall be adjusted so that the total pre-
mium shall equal one-half of one percent
per annum of the average outstanding
principal obligation of the mortgage for
the period from the date of the insur-
ance endorsement to the date the mort-
gage was paid in full.

(b) Purchasing cooperatives. The
provisions of paragraph (a) of this sec-
tion do not apply to the mortgage of a

purchasing nonprofit cooperative hous-
ing corporation or trust where such
mortgage is endored for Insurance pur-
suant to the sale of an Investor Spon-
sored Project to such purchasing non-
profit cooperative housing corporation
or trust.

(c) Existing Construction. The pro-
visions of paragraph (a) shall apply to
Existing Construction not involving In-
surance of advances but involved Com-
missioner approved or required repairs,
improvements, alterations and additions.

(d) Supplementary loan; Commit-
ment to Insure Upon Completion. The
provisions of paragraphs (a) and (b)
shall apply to a supplementary loan en-
dorsed for insurance pursuant to a Cam-
mitment to Insure Upon Completion.
§213.257 Premiums; purchasing co-

operatives; Existing Construction;
supplementary loans to purchase ex-
isting community facility.

(a) Where a mortgage is endorsed for
insurance pursuant to the sale of an In-
vestor Sponsor Project or covers Existing
Construction not involving Commissioner
approved or required repairs, Improve-
ments, alterations and additions, the
mortgagee, on the date of the insurance
endorsement, shall pay a first premium
equal to one-half of one percent of the
principal obligation of the mortgage for
the period from the date of the insurance
endorsement to one year following the
date of the frst principal payment. On
the anniversary of the first principal pay-
ment, this first premium shall be ad-
Justed to equal one-half of one percent
of the average outstanding principal obli-
gation of the mortgage for the period
from the date of the insurance endorse-
ment to one year following the date of
the first principal payment.

(b) The premium provisions of para-
graph (a) shall apply to a supplementary
loan to purchase an existing community
facility.
§213.258 Subsequent annual preni

uMn.
(a) Until the mortgage is paid In full

or until receipt by the Commissioner of
an application for insurance benefits, or
until the contract of insurance is other-
wise terminated with the consent of the
Commissioner, the mortgagee, on- each
anniversary of the date of the first prin-
cipal payment, shall pay an annual mort-
gage insurance premium equal to one-
half of one percent of the average
outstanding principal obligation of the
mortgage for the year following the date
on which such premium becomes payable.

(b) The provisions of paragraph (a)
of this section shall apply to operating
loss loans and to supplementary loans.
§213.259 Computation of subsequent

annual premiums.
The premiums payable on and after

the date of the first principal payment
shall be calculated in accordance with
the amortization provisions without tak-
ng into account delinquent payments or
prepayments.

§ 213.260 Allownble methods of premi-
Tim payment.

Premiums shall be payable In cash or
in debentures at par plus accrued inter-
est. All premiums are payable In ad-
vance and no refund can be made of any
portion thereof except as hereinafter
provided in this part.
§ 213.261 Terminntion of mortgage in-

aurance--prepayment in full and
voluntary termination-investor
project.

All of the provisions of § 207.253 of
this chapter shall apply to investor proj-
ect mortgages, except that no adjusted
premium charge shall ba due the Com-
mlssoner where the Investor project
mortgage is paid in full prior to maturity
as a resulWt of a sale of the investor proj-
ect to a purchasing cooperative.
§ 213.262 Termination of mortgage in-

surance-prepayment in fu---man-
agcmcnt, purchasing cooperative,
sales and existing construction proj-
ect mortgages.

The contract of mortgage insurance
shall be terminated if the principal of a
management, purchasing cooperative,
sales or existing construction project
mortgage is paid in full prior to ma-
turity. The termination shall become
effective as of the date of such prepay-
ment upon compliance with the follow-
ing requirement:

(a) Adlust1 4 premium charge. (1)
Where the prepayment In full occurs
before the tenth anniversary of the date
the mortgage was first endorsed for in-
surance, the mortgagee shall pay the
Commissioner an adjusted premium
charge computed as follows:

(U) Two percent of the original face
amount of the mortgage where the mort-
gage Is prepaid in full prior to maturity
and within five years from the date of
the initial endorsement for insurance.

(it) One percent of the original face
amount of the mortgage where the mort-
gage is prepaid in full prior to maturity
and after five years from the date of the
initial endorsement for insurance.

(ill) If at the time of prepayment in
full a new insured mortgage is placed on
the same property and the new mortgage
is lecs than the face amount of the
original mortgage, the adjusted premium
shall be computed at the relevant per-
centage prescribed in subdivision (1) or
(it) of this subparagraph of the differ-
ence between the face amount of the
new mortgage and the original mortgage.
The provision of this subdivision (il)
shall alko apply to instances where there
are a series of new individually insured
mortgages placed on the same property.

(iv) If new insured mortgages are
placed on the same property within 1
year from the date of prepayment in full,
the Commlsloner shall refund to' the
mortgagee for the account of the mort-
gagor any overpayment determined by
recomputing the adjusted premium
using the formula prescribed In subdivi-
sion (l1) of this subparagraph. The pro-
vision of this subdivision (iv) shall also
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apply to instances where there are a
series of new Individually insured mort-
gages placed on the same property.

(a) The insured mortgage is paid in
full with or from the proceeds of a new
insured mortgage, or mortgages having
an aggregate amount less than the orig-
Inal principal amount of the mortgage
on the same property; or

(b) The Cdmmissioner has accepted
an adjusted premium charge under an
agreement providing that if new insured
mortgages are placed on part or all of
the property, within a period of time not
to exceed one year from the date of pre-
payment, the adjusted premium charge
previously collected will be refunded in
whole or in part. In the event of the ac-
ceptance of such agreement the refund,
if any, shall be computed only after the
termination of the agreement or after the
sale of all property or properties, which-
ever occurs first, and no refund shall be
made prior to such computation.

(2) The adjusted premium charge
shall not exceed the aggregate amount of
mortgage insurance premium which
would have been payable if the mortgage
had continued to be insured until the
tenth anniversary of .the date the mort-
gage was first endorsed for insurance.

(3) The adjusted premium shall be
remitted to the Commissioner with the
notice or prepayment. Payment shall be
made either in cash or debentures at
par plus accrued interested.

(b) Exceptions to adjusted premium
charge. No adjusted premium charge
shall be due the Commissioner in any of
the following cases:

(1) Where the mortgage is paid in full
with or from the proceeds of a new in-
sured mortgage or mortages having an
aggregate amount equal to or greater
than the original principal amount of
the prepaid mortgage.

(2) Where the final maturity specified
in the mortgage is accelerated solely by
reason of partial prepayments made by
the mortgagor which do not exceed in
any one calendar year fifteen percent of
the original face amount of the mort-
gage.

(3) Where the final maturity specified
in the mortgage is accelerated solely by
reason of payments to principal to com-
pensate for damage to the mortgaged
property.

(4) Where the final maturity specified
In the mortgage is accelerated solely by
reason of payments to principal to com-
pensate for the release of a part of the
insured property, if the transaction is
approved by the Commissioner.

(5) Where payment in full is made
on a delinquent mortgage on which
foreclosure proceedings have been com-
menced, if the transaction is approved
by the Commissioner.

(6) Where payment in full is made on
a delinquent mortgage for the purpose of
avoiding foreclosure, If the transaction is
approved by the Commissioner.

(7) Where at the time of prepayment
in full there is placed on the property a
new Insured mortgage or mortgages in an
amount or amounts less than the original
principal amount of the mortgage, if

the Commissioner finds that the collec-
tion of such charge would be inequitable
under the particular circumstances of
the transaction.

(8) Where prepayment in full is made
on or after April 20, 1962 and following
the tenth anniversary of the date the
mortgage was first endorsed for insur-
ance.

(9) Where a sales project mortgage is
paid in full in connection with the re-
lease of the individual dwelling units
from the project mortgage and Insured
mortgages are placed on all of the re-
leased dwelling units.

(10) Where the mortgage is paid in
full by a mortgagor which is a federal,
state or other governmental agency or
instrumentality.

(11) Where the mortgage is paid in
full after July 1, 1962 and the mort-
gagor certifies to the Commissioner, in
a manner satisfactory to him, that the
payment was made by or on behalf of a
nonprofit educational institution which
intends to use the property for educa-
tional purposes.

(12) Where the mortgage has been in-
sured for 10 or more years and the Com-
missioner determines the following:

(i) The mortgaged property has been
operated at a deficit over a substantial
period and major rehabilitation will help
to remedy this condition.

(ii) MA financing for rehabilitation
is not feasible.

(lii) Financing obtained to prepay the
insured mortgage will also finance the
necessary rehabilitation and make the
project competitive with other available
rentals.

(c) Notice of Prepayment. Written
notice shall be given by the mortgagee
to the Commissioner, on a form pre-
scribed by the Commissioner, within 30
days after prepayment in full of the
mortgage.
§ 213.263 Termination of mortgage in-

surance-voluntary termination-
management, purchasing coopera.
tive, sales, and existing construction
project mortgages.

(a) Voluntary termination. The con-
tract of insurance shall be voluntarily
terminated upon receipt by the Commis-
sioner of a request, on a form prescribed
by the Commissioner, by the mortgagor
and the mortgagee of any management
purchasing cooperative, sales or existing
construction project mortgage, accom-
panied by a submission of the original
credit Instrument for cancellation of the
insurance endorsement and the remit-
tance of all sums to which the Com-
missioner is entitled. "The termination
shall become effective as of the date
these requirements are met.

(b) Termination charge. (1) Where
the Commissioner receives a request for
voluntary termination of the mortgage
insurance before the tenth anniversary
of the date the mortgage -as first en-
dorsed for insurance, the mortgagee
shall pay the Commissioher a termina-
tion charge computed as follows:

(i) Two percent of the original face
amount of the mortgage where the mort-

gage insurance Is terminated prior to
the maturity of the mort-age and within
five years from the date of the initial
endorsement for insurance.

(l) One pereent of the original face
amount of the mortgage where the mort-
gage insurance is terminated prior to
the maturity of the mortgage and Ater
five years from the date of the Initial
endorsement for insurance.

(ill) If at the time of voluntary tor-
mination a new insured mortgage In
placed on the same property and the new
mortgage is less than the face amount of
the original mortgage, the termination
charge shall be computed at the relevant
percentage prescribed In subdivision (i)
or (iI) of this subparagraph of the differ-
ence between the face amount of the
new mortgage and the ori-inal mortgage.
The provision of this subdivision (iII)
shall also apply to instances where there
are a series of new individually Insured
mortgages placed on the same property.

(iv) If new insured mortgages are
placed on the same property within I
year from the voluntary termination
date, the Commissioner shall refund to
the mortgagee for the account of the
mortgagor any overpayment determined
by recomputing the termination charge
using the formula prescribed in subdi-
vision (ill) of this subparagraph. The
provision of this subdivision (iv) shall
also apply to instances where there are a
series of new individually Insured mort-
gages placed on the same property.

(2) The termination charge shall not
exceed the aggregate amount of mort-
gage insurance premium which would
have been payable if the mortgage had
continued to be insured until the tenth
anniversaxy of the date the mortgage
was first endorsed for Insurance.

(c) Exceptions to terminaion charge.
The mortgage Inaurance contract may
be voluntarily terminated without pay-
ment of a termination charge If:

(1) The mortgage Is delinquent and
termination of insurance Is for the pur-
pose of avoiding foreclosure If the trans-
action is approved by the Commissloner.

(2) Foreclosure proceedLngs have been
Instituted.

(3) The request for voluntary termi-
nation of the mortgage Inourance Is re-
ceived by the Commissioner on or after
the tenth anniverzary of the date the
mortgage was first endorsed for insur-
ance.

(4) Where the voluntary termination
occurs in connection with the releace of
the individual dwelling units from the
project mortgage and insured mortgages
are placed on all of the released dwelling
units.
§ 213.264 Termination of inurance-

prepayment in full and voluntary
termination-supplementary loam.'

(a) Prepayment in full. The contract
of insurance shall be terminated If a
supplementary loan Is paid in full prior
to Its maturity. Notice of the prepay-
ment shall be given to the CommLloner,
on a form prescribed by the Commi-
sioner, within 30 days from the date of
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the prepayment. The insurance termi-
nation- shall become effective as of the
date of the prepayment. No adjusted
premium charge shall be due the Com-
missioner in connection with such pre-
payment.

(b) Volu ntaryJ termination. The con-
tract of insurance shall be voluntarily
terminated upon receipt by the Commis-
sioner of a written request, on a form
prescribed by the Commissioner, by the
lender and the borrower for such termi-
nation, accompanied by a submission of
the original credit instrument for can-
cellation of the insurance endorsement
and the remittance of all sums to which
the Commissioner is entitled. The termi-
nation shall become effective as of the
date these requirements are met. No
termination charge shall be due the
Commissioner in connection with such
termination.

§ 213.265 Refunds upon prepayment in
full or voluntary termination.

(a) Upon termination of the mortgage
or supplementary loan insurance con-
tract by a payment in full or by a volun-
tary termination, the Commissioner shall
refund to the mortgagee or lender for the
account of the mortgagor or borrower an
amount equal to the pro rata portion of
the current annual mortgage or supple-
mentary loan insurance premium there-
tofore paid, which is applicable to the
portion of the year subsequent to (1) the
date of the prepayment or (2) the effec-
tive date of the voluntary termination of
the contract of insurance.

(b) Where a mortgage covering an
Investor Sponsored project is modified
and consolidated with the mortgage of a
purchasing nonprofit cooperative hous-
ing corporation or trust, it shall be
deemed to be paid in full for purposes
of this subpart as of the date of such
modification and consolidation.

§ 213.266 Initial insurance endorse.
ment.

The Commissioner shall indicate his
insurance of the mortgage or supple-
mentary loan by endorsing the original
credit instrument and identifying the
section of the Act and the regulations
under which the mortgage or supple-
mentary loan is insured and the date of
insurance.

§ 213.266a Insurance fund obligations.

A mortgage endorsed for insurance
under section 213 of the act shall be the
obligation either of the Cooperative
Management Housing Insurance Fund
or of the General Insurance Fund. The
determination of the applicable fund
shall be governed by the following:

(a) A mortgage insured under section
213(a) (1) of the act or under section
213(a) (3) if the project has been ac-
quired by a cooperative corporation or
under section 213 (1) or (j) shall be the
obligation of the Cooperative Manage-
ment Housing Insurance Fund, where it
has been insured pursuant to a commit-
ment issued on or after August 10, 1965,
or insured pursuant to a commitment
issued prior to such date, and transferred

to the Cooperative Management Housing
Insurance Fund.

(b) A mortgage insured under section
213 (a) (2) of the act or under section
213(a) (3) where the project has not been
acquired by a cooperative corporation
shall be the obligation of the General
Insurance Fund. A mortgage Insured
prior to August 10, 1965, or Insud pur-
suant to a commitment Issued prior to
such date, where the project has not
been transferred to the Cooperative
Management Housing Insurance Fumd,
shall also be the obligation of the Gen-
eral Insurance Fund.
§ 213.267 Effect of insurance endorse-

ment.
From the date of initial endorsement,

the Commissioner and the mortgagee or
lender shall be bound by the provisions
of this subpart to the same extent as if
they had executed a contract Including
the provisions of this subpart and the
applicable sections of the Act.
§ 213.268 Final insurance endorsement.

When all advances of mortgage or
loan proceeds have been made and all
the terms and conditions of the commit-
ment have been complied with to the
satisfaction of the Commissioner, he
shall indicate on the original credit In-
strument the total of all advances he
has approved for insurance and again
endorse such Instrument.
§ 213.269 Endorsement of supplemen-

tary loans.
The provisions of §§ 213.266, 213.267.

and 213.268 shall apply to supplementary
loans.
§ 213.270 Supplementary loans; elec-

tion of action; claims; debentures.
(a) Election of action. Where a real

estate mortgage, deed of trust, condi-
tional sales contract, chattel mortgage,
lien, judgment, or any other security
device has been used to secure the pay-
ment of a loan made under the provi-
sions of this section, the lender may not,
except with the approval of the Com-
missioner, both proceed against such
security and also make claim under Its
contract of insurance, but shall elect
which method It desires to pursue.

(b) Maximum claim period. Notice
of intention to file claim on a form pre-
scribed by the Commissioner shall be
filed within 45 days after the lender
becomes eligible for the benefits of the
loan insurance, or within such later time
as may be agreed upon by the Commis-
sioner In writing.

(c) Items to be filed on submitting
claim. Within 30 days after the fing
of the notice of intention to file claim,
or within such further period as may
be agreed upon by the Commissioner In
writing, the lender shall Me with the
Commissioner:

(1) The fiscal data pertaining to the
loan transaction;

(2) Receipts covering all disburse-
ments as required by the fiscal data
form;

(3) The original note and any security
Instrument or instruments which shall
be a"signed to the Commissioner with-
out recourse or warranty, except that the
lender must warrant that no act or omis-
sion of the lender has impaired the
validity and priority of such security
Instrument or Instruments, that the se-
curity instrument or Instruments are
prior to all mechanics' and material-
men's liens filed of record subsequent to
the recordina of such security instru-
ment or Instruments regardless of
whether such liens attached prior to such
recording date, and prior to all liens and
encumbrances which may have attached
or defects which may have arisen sub-
sequent to the recording of such security
Instrument or instruments, except such
liens or other matters as may be ap-
proved by the Commisslioner that the
amount stated in the instrument of as-
signment Is actually due and owing
under the security Instrument or nsri-
ments. that there are no offsets or
counterclaims thereto, and that the
lender has a good right to asgri such
note and security Instrument or instru-
ments;

(4) All hazard insurance policies held
on property serving as security for the
loan or other evidence of insurance
coverage acceptable- to the Commis-
sioner. together with a copy of the
lender's notification to the carrier au-
thorizing the amendment of the loss
payable clause substituting the Com-
mis-oner as the holder of the security
Instrument;

(5) The assignment to the Commis-
sioner of all rights and interests arising
under the note and security Instrument
or instruments so in default, and all
claims of the lender against the bor-
rower or others arising out of the loan
transaction;

(6) All policies of title or other in-
surance or surety bonds, or other guar-
antee3 and any and all claims there-
under; Including evidence satisfactory
to the Commissioner that the original
title coverage has been extended to In-
clude the assignment of the note and
the security Instrument or instruments
to the Commissloner;

(7) Any balance of the loan not ad-
vanced to the borrower;

(8) Any cash or property held by the
lender or Its agents or to which it is
entitled; including deposits made for
the account of the borrower and which
have not been applied In reduction of
the principal obligation under the note
and security Instrument or instruments;

(9) All records, ledger cards, docu-
ments, bools, papers and accounts relat-
ing to the loan transaction;

(10) Any additional information or
data which the Commissioner may
require.

(d) Claim computation. Upon an ac-
ceptable assignment of the note and
security Instrument, the Commissioner
shall Pay the claim of the lender in cash,
In debentures or In a combination of
both, as determined by the Commisloner
at the time of payment, The payment
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shall be in an amount equal to the un-
paid principal balance of the supplemen-
tary loan plus:

(1) Any accrued interest due on the
supplementary loan as of the date of ex-
ecution of its assignment to the Com-
missioner;

(2) Any advance made previously
under the provisions of the loan instru-
ment and approved by the Commis-
sioner;

(3) Reimbursement for such reason-
able collection costs, court costs, and
attorney's fees as may be approved by
the Commissioner;

(4) An amount equivalent to the
debenture interest -which would have
been earned on the portion of the insur-
ance benefits paid in cash, as of the date
such cash payment is made, except that
when the lender fails to meet any one
of the applicable requirements of para-
graphs (b) and (c) of this section within
the specified time and in a manner sat-
isfactory to the Commissioner (or within
such further time as the Commissioner
may approve in writing), the interest al-
lowance in such cash payment shall be
computed only to the date on which the
particular required action should have
been taken or to which it was extended.

(e) Debenture interest. The deben-
tures shall bear interest as provided in
§ 207.259(e) (6) of this chapter.

(f) Maturity of debentures. Deben-
tures shall mature 20 years from the
date of issue.

(g) Registration of debentures. De-
bentures shall be registered as to princi-
pal and interest.

(h) Denomination of debentures. De-
bentures shall be Issued in multiples of
$50 and any difference not in excess of
$50 between the amount of debentures
to which the lender is otherwise entitled
hereunder and the aggregate face value
of the debentures issued shall be paid
in cash by the Commissioner to the
lender.

(1) Redemption of debentures. De-
bentures shall, at the option of the Com-
missioner and with the approval of the
Secretary of the Treasury, be redeemable
at par plus accrued interest on any semi-
annual interest payment date on 3
months' notice of redemption given in
such manner as the Commissioner shall
prescribe. The debenture interest on
the debentures called for redemption
shall cease on the semiannual interest
payment date designated in the call
notice. The Commissioner may include
with the notice of redemption an offer
to purchase the debentures at par plus
accrued interest at any time during the
period between the notice of redemption
and the redemption date. If the deben-
tures are purchased by the Commissioner
after such call and prior to the named
redemption date, the debenture interest
shall cease on the date of purchase.

(j) Issue date of debentures. The de-
bentures shall be issued as of the date of
the execution of the assignment of the
supplementary loan in accordance with
the requirements of paragraph (e) (3)
of this section.

RULES AND REGULATIONS

COOPERATIMV MaAGE'MNT HousniG T-
SuRANCD AND DiSTRIBUTIV SHAREs

§213.275 rature of the Cooperative
Mianagement Housing Insurance
Fund.

The Cooperative Management Hous-
ing Insurance Fund shall consist of the
General Surplus Account and the Par-
ticipating Reserve Account.
§ 213.276 Allocation of Cooperative

Management Housing Insurance
Fund income or losses.

For any semiannual period in which
Cooperative Management Housing In-
surance Fund operations shall result in
a net income, or loss, the Commissioner
shall allocate such net income or such
loss to the General Surplus Account, to
the Participating Reserve Account, or to
both, as he may determine to be in ac-
cordance with sound actuarial and ac-
-counting practice. In determining net
income or loss, the Commissioner shall
take into consideration all income re-
ceived from fees, premiums, and earn-
ings on investments of the Fund, operat-
Ing expenses, and provision for losses of
the Fund.
§ 213.277 Right and liability under the

Cooperative Management Housing
Insurance Fund.

No mortgagor or mortgagee shall have
any vested rlight in a credit balance in
either the General Surplus Account or
the Participating Reserve Account. No
mortgagor or mortgagee shall be sub-
ject to any liability arising under the
mutuality of the Cooperative Manage-
ment Housing Insurance Fund.
§ 213.278 Distribution of distributive

share.
When the contract of insurance is

terminated by reason of payment In full
of the mortgage or by voluntary termi-
nation approved by the Commissioner,
and at such time or times prior to such
termination as the Commissioner may
approve, the Commissioner may distrib-
ute, to a mortgagor under a mortgage
that is the obligation of the Cooperative
Management Housing Insurance Fund a
share of the Participating Reserve Ac-
count in such manner and amount as he
shall determine to be equitable and In
accordance with sound actuarial and ac-
counting practice.
§ 213.279 rlaxlnum amount of distrib-utive share.

In no event shall a distributive share
of the Participating Reserve Account ex-
ceed the aggregate paid scheduled an-
nual premiums of the mortgagor paid to

-the year of termination of the Insurance
or to the year of payment of the share,
if paid prior to termination.
§ 213.280 Finality of determination.

The determination of the Commis-
sioner as to the amount to be paid to any
mortgagor from the Cooperative Vran-
agement Housing Insurance Fund shall
be final and conclusive.

Subpart C-ligibiliy Roquiromon-
Individual Properties Released From
Project iorigago

§ 213.501 Definition.
(a) The term "project mortgage"

means a blanket mortgage Insured under
section 213 of the Act, covering a group
of not less than five .ingle-family
dwellings.

(b) The terms "mortgage" and "hI-
dividual mortgage" means a mortgago
covering an individual single-family
dwelling which has been relemed from
the project mortgage.

() The definitions contained in
§ 213.1 of this subchapter shall apply
to this subpart.

APPROvAL Or' MORTGA=Ers
§ 213.502 Qualification of lendera.

The provisions of §§ 203.1 to 203.4 and
203.6 to 203.9 of this chapter shall gov-
ern the eligibility, qualifloations and re-
quirements of mortgages under this
subpart.

APPLICATIOn AND COsrPTnrunu
§ 213.503 Submislion of application.

Any approved mortgagee may submit
an application for Insurance of a mort-
gage under this subpart.
§ 213.504 Form of application.

The application must be made upon a
standard form prescribed by the Com-
missioner.
§ 213.505 Approval and comnitment.

Upon approval of an application, ac-
ceptance of the mortgage for insurance
will be evidenced by the Issuance of a
commitment setting forth, upon a form
prescribed by the Commimloner, the
terms and conditions upon which the
mortgage will be insured,
§ 213.506 Builder's warranty.

The seller or builder or such other
person as the Commissioner may require
shall, as a prerequisite to insurance, de-
liver to the purchaser a warranty in form
satisfactory to the Commissioner war-
ranting that the dwelling is constructed
in substantial conformity with the plans
and specifications (including amend-
ments thereof or changeo and varlationo
therein which have been approved in
writing by the Commissioner) on which
the Commissioner has based the maid-
mum insurable mortgage amount.
§ 213.506a Certifiesto of nondscrindl.

nation by eler.
(a) An application for insuraneo In-

volIng the sale of a dwelling unit not
previously owner-occupied shall be ac-
companied by a certificat.e, In a form
satisfactory to the Commissioner, signed
by the seller establishing that such seller
does not and will not discriminato In
the sale of properties to pro.pcotivo pur-
chasers because of their race, color, creed
or national origin.
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(b) The provisions of paragraph (a)
of this section shall not apply:

() Where the property involved Is be-
ing released from a project'for which
preapplication analysis has been re-
quested and the statement relating to
nondiscrimination has been furnished as
required by the provisions of § 200.320 of
this chapter.

(2) Under such other circumstances
as may be approved by the Commis-
sioner.

(c) The provisions of this section shall
be applicable to applications filed on or
after N1ovember 1, 1963.

- ELIGIBL MORTGAGuS

§213.507 Form, lien.
The mortgage must be executed upon

a form approved by the Commissioner
for use in the jurisdiction in which the
property covered by the mortgage is sit-
uated, by a mortgagor with the qualifi-
cations set forth in this part, must be a
first lien upon property that conforms
with the property standards prescribed
by the Commissioner, -and the entire
principal amount of the mortgage must
have been disbursed to the mortgagor, or
to his creditors for his account and with
his consent.
§ 213.508 Releases from project mort-

gage.
The property covered by the mortgage

must have been included as part of a
Sales Project and must have located.
thereon a single-family dwelling, and
the mortgage must have been executed
in connection with the release of such
property-from the lien of the project
mortgage and to replace or refinance
the project mortgage as to such property.
§ 213.509 1aximum amount -of mort-

gage and mortgagors minimum in-
vestment.

(a) The mortgage must involve a
principal obligation in multiples of $50
and must not exceed the unpaid balance
of the project mortgage allocable to the
property offered as security.

(b) Mortgagor's minimum investment.
At the time the mortgage is insured the
mortgagor shall have paid on account
of the property in cash or its equivalent,
an amount, if any, approved and deter-
mined by the Commissioner to be the
required minimum investment. The
mortgagor's cash investment in the mort-
gagor corporation under the project
mortgage may be credited against the
amount required by this paragraph. If
the mortgage covers property released
-from a Sales Project, the blanket mort-
gage of which was insured pursuant to
an application received on or after July
5, 1961, the required minimum invest-
Inent shall be at least 3 percent of the
Commissioner's estimate of. cost of ac-
quisition or such larger amount as the
Commissioner may determine.
§ 213.510 Mortgage maturity.

(a) Maturity. The mortgage shall
have a maturity satisfactory to the Com-
missioner not to exceed 40 years from
the date of the beginning of amortiza-

tion, except where the mortgage covers
property released from a sales project,
the blanket mortgage of which.was in-
sured pursuant to an application received
on or after July 5. 1961. In such In-
stances, the maturity shll. not exceed 30
years from the beginning of amortiza-
tion or 35 years from such date If the
mortgagor is an owner occupant of the
property and is not able, as determined
by the Commissioner, to make the re-
quired payments under a mortgage hav-
ing a shorter amortization period.

(b) Amortization perods. The amor-
tization period shall be either 10, 15, 20,
25, 30, 35, or 40 years (where eligible) by
providing for 120, 180, 240, 300, 30, 420,
or 480 monthly amortization payments.
§ 213.511 Maximum interest rte.

(a) The mortgage shall bear interest
at the rate agreed upon by the mortgagee
and the mortgagor, which rate shall not
exceed 7 percent, except that where an
application for commitment was received
by the Secretary before February 18,
1971, the mortgage may bear interest at
the maximum rate in effect at the time
of receipt of the application.

(b) Interest shall be payable in
monthly Installments on the principal
amount of the mortgage outstanding on
the due- date of each installment.
§ 213.512 Amortization provisions.

The mortgage must contain complete
amortization provisions satisfactory to
the Commissloner, requiring monthly
payments by the mortgagor suMcient to
repay principal and Interest in full at
maturity.
§ 213.513 Payment of insurance pre-

miums or charges; prepayment pre-
meums.

The mortgage may provide for
monthly payments by the mortgagor to
the mortgagee of an amount equal to
one.:twelfth (Y,--) of the annual mort-
gage insurance premium payable by the
mortgagee to the Commis.ioner. If the
mortgage contains a provision permit-
ting the holder to make future "open-
e'd" advances or is amended or modified
to include such a provision, the mortgage
may provide for a monthly payment by
the mortgagor of an amount equal to
one-twelfth (,) of the annual charge,
payable by the mortgagee to the Com-
missioner for insurance of such advances.
Such payments shall continue only ro
long as the contract of insuronee shall
remain in effect. The mortgage shall
provide that upon payment of the mort-
gage before maturity, the mortgagor
shall pay the adjusted premium charge
referred to In this part, but shall not
provide for the payment of any further
charge on account of such prepayment.
§ 213.514 Payments to include other

charges.
(a) The mortgage shall provide for

such equal monthly payments by the
mortgagor to the mortgagee as will
amortize the ground rents, If any, and
the estimated amount of all taxes, special
assessments, if any, and fire and other

hazard Inrance-premiums, within a
period ending one month prior to the
dates on which the same become delin-
quent. The mortgage all further pro-
vide that such payments shall be held
by the mortgagee In a manner satisfac-
tory to the Commissioner, for the pur-
pose of paying such ground rents,.taxes,
asZesnents, and Insurance premiums,
before the same become delinquent, for
the benefit and account of the mort-
gagor. The mortgage must also make
provision for adjustments in case the
estimated amount of such taxes, aszesz-
ments, and insurance premiums shall
prove to be more, or lezs, than the actual
amount thereof so paid by the mortgagor.

(b) mortgages involving an original
principal obligation not in excezs of
$9,000 may contain a provision requiring
the mortgagor to pay to the mortgagee
an annual service charge at such rate as
may be agreed upon between the mort-
gagee and the mortgagor, but in no case
shall such service charge exceed one-half
of one percent per annum. Any such
service charge shall be Ilayable in
monthly installments on the principal
then outstanding. The provisions of
this paragraph shall not apply to mort-
gages endorsed for insurance pursuant
to applications received by the Commis-
sioner on or after July 17, 1961.

213.515 Payments, how applied.
All monthly payments to be made by

the mortgagor to the mortgagee, as here-
inabove provided. shall be added together
and the aggreate amount thereof shall
be paid by the mortgagor each month in
a single payment. The mortgagee shall
apply the same to the following Items in
the order set forth:

(a) Premium charges under the con-
tract of insurance, including charges for
"open-end' advances;

(b) Ground rents, taxes, special az-
se ments, and fire and other hazard
Insurance premiums;

(c) Interest on the mortgage; and
(d) Amortization of the princlpal of

the mortgage.

Any deficiency in the amount of any
such aggregate monthly payment shall,
unle-'s made good by the mortgagor prior
to, or on, the due date of the next such
payments, constitute an event of default
under the mortgage.
§ 213.516 Late charge.

The mortgage may provide for the col-
lection by the mortgagee of a late charge,
not to eceed 2 cents for each dollar of
each payment more thn 15 days in ar-
rears, to cover the extra expense involved
in handling delinquent payments. Late
chargcs shall be separately charged to
and collectcd from the mortgagor and
shall not be deducted from any aggre-
gate monthly payment.

§ 213.517 Payments upon execation of
mortgage.

The mortEagor must pey to the mort-
gagee upon the execution of the mort-
gage a sum that will be sufficient to pay
the ground rents, if any, and the esti-
mated taxes, rpecial z e ments, and
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fire and other hazard Insurance pre-
miums for the period beginning on the
date to which such ground rents, taxes,
assessments, and insurance premiums
were last paid and ending on the date
of the first monthly payment under the
mortgage, and may be required to pay a
further sum equal to the first annual
mortgage insurance premium, plus an
amount sufficient to pay the mortgage
insurance premium from the date of
closing the loan to the date of the first
monthly payment.
§ 213.518 Maximum charges, fees or

discounts.
(a) The mortgagee may collect from

the mortgagor the following charges,
fees or discounts:

(1) A charge to compensate the mort-
gagee for expenses Incurred in originat-
ing and closing the loan, the charge not
to exceed $20 or 1 percent of the orig-
nal principal amount of the mortgage,

which ever is the greater.
(2) Reasonable and customary

amounts for any of the following items:
(i) Recording fees and recording

taxes or other charges Incident to re-
cordation;

(Ii) Credit Report;
(ill) Survey, If required by mortgagee

or mortgagor;
(iv) Title examination; title insur-

ance, if any;
(v) Such other reasonable and cus-

tomary charges or fees as may be au-
thorized by the Commissioner.

(b) [Reserved]
(c) Prior to insurance of any

mortgage, the mortgagee shall furnish
to the Commissioner a signed statement
in form satisfactory to the Commis-
sioner, listing all items for which any
charge, fee or discount was collected by
it, from the mortgagor, together with the
amount of each such charge, fee or dis-
count. The Commissioner's endorse-
ment of the mortgage for insurance shall
constitute approval of the listed charges,
fees or discounts.

(d) Nothing in this section will be
construed as prohibiting the mortgagor
from dealing through a broker who does
not represent.the mortgagee, if he pre-
fers to do so, and paying such compensa-
tion as is satisfactory to the mortgagor in
order to obtain mortgage financing.

ELIGIBLE MORTGAGORS
§ 213.520 Mortgage lien.

A mortgagor must establish that after
the mortgage offered for insurance has
been recorded, the mortgaged property
will be free and clear of all liens other
than such mortgage and that there will
not be outstanding any other unpaid'ob-
ligation contracted in connection with
the mortgage transaction or the purchase
of the mortgaged property, except obll-
gations which are secured by property or
collateral owned by the mortgagor inde-
pendently of the mortgaged property.
§213.521 Relationship of income to

mortgage payments.
A mortgagor must establish that the

periodic payments required in the mort-

gage submitted for insurance bear a
proper relation to his present and antici-
pated income and expenses.
§ 213.522 Credit standing.

A mortgagor must have a general
credit standing satisfactory to the Com-
missioner.
§ 213.523 Certificate of nondiscrimina.

tion by mortgagor.
The mortgagor shall certify to the

Commissioner as to each of the follow-
ing points:

(a) That neither he, nor anyone au-
thorized to act for him, will refuse to sell
or rent, after the making of a bona fide
offer, or refuse to negotiate for the sale
or rental of, or otherwise make unavail-
able or deny the dwelling or property
covered by the mortgage to aiy person
because of race, color, religion, or na-
tional origin.

(b) That any restrictive covenant on
such property relating to race, color,
religion, or national origin is recognized
as being illegal and void and is hereby
specifically disclaimed.

(c) That civil action for preventative
relief may be brought by the Attorney
General in any appropriate U.S. District
Court against any person responsible for
a violation of this certification.
§ 213.524 Limitation on eligibility.

No person shall be eligible to be the
mortgagor of more than one mortgage
insured under this subpart at any one
time, nor shall he be eligible if he is the
mortgagor of a mortgage 6r mortgages
covering four (4) or more single-family
dwellings insured under this chapter.

ELIGIBLE PROPERTIES
§ 213.525 Nature of tide to realty.

A mortgage to 6 e eligible for insurance
must be on real estate held In fee simple,
or on leasehold under a lease for not
less than 99 years which Is renewable, or
under a lease with a period of not less
than 50 years to run from the date the
mortgage Is executed.
§ 213.526 Dwelling unit located on

property.
At the time a mortgage is insured

there must be located on the mortgaged
property a dwelling unit designed prin-
cipally for residential use for not more
than one family. Such unit may be con-
nected with other dwellings by a party
wall or otherwise.

OPEIT-END ADVANCES
§ 213.530 Eligibility of open-end ad-

vances.
Any approved mortgagee may make

advances, referred to in this subpart as
"open-end" advances, In connection
with the mortgages previously insured
under this subpart or insured after the
effective date of this part, subject to com-
pliance with the requirements of this
section:

(a) The proceeds of any open-end
advance must be used for the purpose of
improvements or repairs which in the
Commissioner's discretion substantially

protect or improve the basic livability or
utility of the property involved. The
proceeds of such advances shall not be
used for the purpose of financing obllga-
tions previously Incurred for such re-
pairs or improvements.

(b) The mortgagee shall submit an
application for Insurance of open-end
advances upon a standard form pro-
scribed by the Commissioner.

(c) Applications filed must be accom-
panied by the mortgagee's remittance
-for the sum of $10 for processing of tho
application. If an application is refused
as a result pf preliminary examination
by the Commissioner or in ouch other
instances as the Commissioner may de-
termine the entire fee will be returned
to the applicant. A commitment exten-
sion fee of $10 shall be remitted by the
mortgagee with a request for extending
an outstanding commitment or for re-
opening and extending an expired com-
mitment within two months after suoh
expiration.

(d) In addition to the application fee
required by paragraph (c) of this sec-
tion, the mortgagee may charge the
mortgagor a fee not to exceed $25 or 1
percent of the open-end advance, which-
ever is the lesser, and the amount of
out-of-pocket expenditures made by the
mortgagee for customary costs of title
search and recording fees. The mort-
gagee may require the mortgagor to pay
to the mortgagee all charges permitted
under this section on or prior to the date
of final disbursement of the open-end
advance, together with a sum sufficient
to pay the initial Insurance charge pro-
vided for in this part. No portion of such
charges may be included in the principal
amount of the open-end advance.

(e) Upon approval of an application,
acceptance of the advance for Insurance
will be evidenced by the issuanco of a
commitment setting forth, upon a form
pregoribed by the Commissioner, the
terms and conditions upon which the
advance will be Insured.

f) The amount of such advance shall
be added to the unpaid'principal obli-
gation of the 'mortgage, whereupon the
aggregate of the original unpaid prin-
cipal and the amount of the open-end
advance shall:

(1) Bear interest at the rate pro-
vided in such mortgage, payable in
monthly installments on the principal
then outstanding;

(2) Be payable In substantially equal
monthly payments in an amount suf-
ficient to amortize the aggregate prin-
cipal amount within the remaining
original term of the mortgage.

(g) The amount of any such advance
(computed in even dollar amounts)
when added to the unpaid balance of
the original principal obligation of the
mortgage shall not exceed the orlrinal
principal obligation of the mortgage:
Provded, That if the mortgagor cort-
fles that the proceeds of such opeh-end
advance will be used to finance the con-
struction of an additional room or rooms
or other edditional enclosed spaco no
a part of the dwelling, the aggregate
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amount of the unpaid balance of the
original principal obligation, plus the.
amount of the open-end advance, may
exceed the amount of the original prin-
cipal obligation of the mortgage, but in
no event shall such aggregate amount
exceed the maximum amounts pre-
scribed by the limitations of § 213.509.

(h) A mortgagee may amend or mod-
ify any approved FHA mortgage form
by -adding such'provisions as it deems
necessary for the purpose of making
open-end advances, by any rider or mod-
ification agreement which is valid and
enforceable In the jurisdiction In which
the property covered by the mortgage is
located, provided such rider or modifi-
cation agreement retains in the mort-
gagee the right to approve or disapprove
additional advances on such terms and
conditions as the mortgagee may pre-
scribe. The mortgagee will have the sole
responsibility for determining that any
mortgage amended by an "open-end"
rider or modification agreement will be
a valid and enforceable Instrument and
will constitute a valid first lien on the
property upon which the Commissioner
based his valuation.
§ 213.550 Eligibility of mortgages cov-

ering housing in certain neighbor-
hoods.

(a) A mortgage financing the repair,
rehabilitation, construction, or purchase
of property located in an older declining
urban area shall be eligible for insurance
under this subpart subject to compliance
with the additional requirements of this
section.

(b) Themortgage shall meet all of the
requirements of this subpart, except such
requirements as are Judged to be not
applicable on the basis of the following
determinations to be made by the
Commissioner:

(1) That the conditions of the area
in which the property is located prevent
the application of certain eligibility re-
quirements of this subpart.

(2) That the area is reasonably viable,
and there is a need in the area for ade-
quate housing for families of low and
moderate income.

(3) That the mortgage to be insured
is an acceptable risk.

(c) Mortgages complying with the re-
quirements of this section shall be in-
sured under this subpart pursuant to
section 223(e) of the National Housing
Act. Such mortgages shall be insured un-
der and be the obligation of the Spcial
Risk Insurance Fund.
§ 213.749 Effect of amendments.

The regulations in this subpart may be
amended by the Commissioner at any
time and from time to time, in whole or
in part, but such amendment shall not
adversely affect the interests of a mort-
gagee or lender under the contract of
insurance on any mortgage or loan al-
ready insured and shall not adversely
affect the interests of a mortgagee or
lender on any mortgage or loan to be
insured on which the Commissioner has
made a commitment to insure.

Subpart D-Contract Rights and Obli-
gations-lndividual Properties Re-
leased From Project Mortgage

§ 213.751 Incorporation by reference.
(a) Definitions. All of the definitions

contained In § 213.1 shall apply to this
subpart.

(b) Other -rovisions. All of the pro-
visions of Subpart B, Part 203 of this
chapter covering mortgages Insured
under section 203 of the National Hous-
Ing Act apply to mortgages insured
under section 213 of the National Hous-
ing Act except the following provisions:
Se.
203.420 Nature of Mutual Mortgage Irsur-

ance Fund.
203.421 Allocation of Mutual Mortgage Mn-

suranco rund Incotm or loms
203.422 Right and liability under Mutual

Mortgage Imnurance nund.
203.423 D3stribution of distributive ahaze.
203.424 Miaxlmum amount of diutlbatir.abasres.
203.425 vinaJlity of determination.
203.44 0-203.493, inclive.

(c) Ref ernces. For the purpoze of
this subpart, all references in Part 203 of
this chapter to section 203 of the act
shall be construed to refer to section 213
of the act, and all references to the Mu-
tual Mortgage Insurance Fund shall be
construed to refer to the General Insur-
ance Fund.

PART 215-RENT SUPPLEMENT
PAYMENTS

Sec.
215.1 Ddilnitions.
215.5 Scope of rent supplemcnt a stanco.
215.10 Projects eligible for beneflts.
215.15 Eligible housing oancr.
215.20 Qualfliedtcnant.
215.25 Certlficate of eligibility.
215.30 Provisons applicablo to ccopcrativo

member
215.35 Term of contract.
215.40 Maximum annual project payments

under contract
215.45 Maximum payments under contract

for each tenant.
215.50 Timo of-payment under contract.
215.55 Reccrtlncation of income undcr con-

tract
215.60 Hard-ship cases.
215.65 Tenant occupancy lhaltation.
215.70 Form of lease.
215.75 Housing owner' oblint on under

contract to report tennt income
Increaze.

215.80 Change in tenant income status.

Avronrrr: The provis~ons of t"i Part 215
Issued under zec. 101(a), 79 Stat. 453; 12
U.S.C. 1701z.

§ 215.1 Definitions.
* (a) "Act" means the Housing and
Urban Development Act of 19G5.

(b) "Secretary" means the Secretary
of Housing and Urban Development or
an officer of the Department of Housing
and Urban Development empowered to
exercise any of the functions of the
Secretary under section 101 of the Act.

_(c) "Commissioner" means the Fed-
eral Housing Commissioner or his au-
thorized representative.

(d) "Dilapidated housing" means a
housing unit that does not provide safe

and adequate shelter, and in its prezen.
condition endan,ers the health, safeh.
or well-belng of the cccupants. Such a
housina unit shall have one or more
critical defects, or a combination of In-
termedlate defects in sufficient number
or extent to require considerable re-air
or rebuilding. Such defects may in-
volve orlnl conztruction, or they may
result from continued neglect or lack of
repair or from zarlous damage to the
structure.
(e) "DIsplaced by governmental ac-

tion" means an Individual or family,
moved or to be moved from real prop-
erty occupied as a dwellina unit as _
resauilt of activities in connection with a
Public Improvement or development pro-
gram carried on by an agency of the
United States or any State or local gov-
ernmental body or agency.

Cf) 'Family" means two or more per-
Eons related by bleed, marriage, or oper-
ation of law, who occupy the same
dwelling unit.

(g) "Phycally handicapped" means
an ndividual who has a physical Im-
pairment which:

(1) Is expected to be of long continued
and Indefinite duration;

(2) Substantially impedes his ability
to live Independently; and

(3) Is of such nature that his ability
to live Independently could be Improved
bymore sultable housing conditions.
(h) "Subst-dard housing" means a

unit which is either dilapidated as de-
fined in paragraph (d) of this section,
or does not have one of the following
plumbhnufacilities:

(1) Hot and cold piped water inside
theunit.

(2) Usable fluch toilet Inside the
structure for the exclusive use of the cc-
cupants of the unit.

(3) Usable bathtub or shower Inside
the structure for the exclusive ue of the
occupants of the unit
§ 215.5 Scope of rent supplement as st-

onc.

The Commissloner may enter into a
rent supplement contract with the ow;ner
of rpecifli types of multifamily housing
projects for payment of a portion of the
rent on behalf of qualified tenants. The
conditions of eligiblitty for such a con-
tract and Its terms are specified in this
part.
§ 215.10 Projects eligible for benefits.

(a) Rent supplement payments shall
be available in connection with multi-
family project- which involve:

(1) New construction,
(2) Major rehabilitation of existin

structurcs,
(3) The creation of standard units in

structures previously containilng sub-
standard units,

(4) Eisting structures financed by a
state or local pronmam providing azsAst-
once through loans, loan insurance or
tax abatements,

(5) Wstlng structures which are sold
by the Secretary, if rent supplement
payments had bzen made in connection
with the structures before acquisition
by the Secretary and provided that the
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rent supplement assistance shall be lim-
ited to the maximum amount set forth
in the original rent supplement contract,
or

(6) On an experimental basis, exist-
Ing structures in connection with certain
housing projects for the elderly.

(b) -The Commissioner may make rent
supplement payments with respect to
projects in which dwelling units do not
contain kitchen facilities.
§ 215.15 Eligible housing owner.

(a) To be eligible to receive rent sup-
plement payments, the owner of the mul-
tifamily project shall be a nonprofit,
limited distribution, or cooperative mort-
gagor. The project shall be financed in
one of the following ways:

(1) By a mortgage bearing interest at
the market rate prescribed in § 221.518
(a) of this title and insured under sec-
tion 221(d) (3) of the National Housing
Act (or insured under section 233 of such
Act pursuant to section 221(d) (3)). Such
mortgage shall be insured pursuant to
an insurance commitment issued after
August 10, 1965.

(2) By a state or local program pro-
viding assistance through loans, loan in-
surance, or tax abatements, if the proj-
ect is approved by the Commissioner for
receiving rent supplement payments.

(b) The Commissioner may, on an ex-
perimental basis, enter into a limited
number of rent supplement contracts
with the following types of housing
owners:

(1) A nonprofit, limited distribution,
or cooperative mortgagor under a mort-
gage bearing interest at the below mar-
ket rate prescribed in § 221.518(b) of this
title. Such project must be insured pur-
suant to a commitment issued after
August 10, 1965 for the insurance of a
mortgage under section 221(d) (3) of the
National Housing Act (or insured under
section 233 of such Act pursuant to sec-
tion 221(d) (3)).

(2) A private nonprofit mortgagor
under a mortgage Insured pursuant to
section 231(c) (3) of the National Hous-
ing Act (or insured under section 233
of such Act pursuant to section 231(c)
(3)) which is approved for receiving the
benefits provided in this part and finally
endorsed for insurance after August 10,
1965.

(3) A private nonprofit corporation, a
public body or agency, or a cooperative
housing corporation which is a borrower
under section 202 of the Housing Act of
1959 and has been approved for receiving
the benefits provided in this part.

(4) A nonprofit, limited distribution,
or cooperative mortgagor under a mort-
gage insured pursuant to section 236 of
the National Housing Act (or insured
under section 233 of such Act pursuant
to section 236(j) (1)) which Is receiving
interest reduction payments pursuant to
section 236 of the Act and is approved
for receiving the benefits providedin this
part.

(c) A housing owner qualifying under
the provisions of paragraph (a) or (b)
of this section shall only be eligible for
rent supplement payments if:

(1) The dwelling unit or project Is
part of a workable program for com-
munity improvements meeting the re-
quirements of section 101(e) of the
Housing Act of 1949; or

(2) The dwelling unit or project re-
ceives local official approval for par-
ticipation In the Federal rent supplement
program.
§ 215.20 Qualified tenant.

(a) The benefits of the rent supplement
payments are available only to an indi-
vidual or a family renting a dwelling
unit in a project owned by an eligible
housing owner or occupying such a dwell-
ing unit as a cooperative member.' To
qualify for such benefits, the individual
or family shall meet the following
requirements:

(1) Have an annual income below the
maximum amount established by the
Secretary, which amount shall not be
higher than can be established in the
area where the property is located for
occupancy in a low-rent public housing
project assisted under the United States
Housing Act of 1937. In computing a
tenant's income for the purpose of this
section, $300 shall be deducted for each
minor person who is a member of the
immediate family of the tenant and re-
siding with the tenant and any earnings
of such minor shall not be included in
computing the tenant's income.

(2) In a case Involving an elderly in-
dividual or a family whose head or spouse
is elderly, have assets not exceeding
$5,000.

(3) In a case involving other than the
elderly, have assets not exceeding $2,000.

(4) Be one of the following:
(I) An individual or family displaced

by governmental action.
(it) An individual who is 62 years of

age or over, or physically handicapped.
(iI) A head of a family who Is or

whose spouse is, 62 years of age or over,
or who is physically handicapped.

(iv) An occupant of substandard
housing.

(v) An occupant or former occupant
of a dwelling which is (or was) situated
in an area determined by the Small Busi-
ness Administration subsequent to April
1,1965, to have been affected by a natural
disaster and which has been extensively
damaged or destroyed as the result of
such disaster.

(vi) A family whose head, or spouse,
is a member of the Armed Forces of the
United States who is serving on active
duty.

(b) For the purposes of this section,
income shall mean the total gross income,
before taxes and other deductions, re-
ceived by all members of the tenant's
household. In determining gross in-
come, there shall be included all wages,
s o c I a 1 security payments, retirement
benefits, military and veteran's disability
payments, unemployment benefits, wel-
fare benefits, interest and dliidend pay-
ments, and such other income items as
the Secretary considers appropriate.

(c) Whenever the Commissioner de-
termines that a project, because of its
location or other considerations, could

ordinarily be expected to substantially
serve the family needs of military per-
sonnel who are serving on active duty
and who meet the income requirements
established by the Commissioner, such
preference for occupancy shall be af-
forded to the family of such military
personnel as the Commissioner deter-
mines is appropriate.
§ 215.25 Certificate of eligibility.

(a) Upon request of a housing owner,
the Commissioner will review for eligibil-
ity the application by a prospective
tenant for rent supplement payments.
If the application meets the requirements
of § 215.20, the Commissioner shall Issue
a certificate of eligibility. The certificate
shall state the amount of rent supple-
ment to be paid monthly by the Comm] -
sioner to the housing owner on behalf of
the qualified tenant. The payment
shown in the certificate shall not, re-
gardless of the tenant's Income, exceed
70 percent of the approved rent for the
unit. No certificate of eligibility shall
be Issued where the amount of rent sup-
plement'payment would be less than 10
percent of such approved rent.

(b) The Commissioner may approve a
qualified tenant as a lezsee under an
option to purchase a dwelling at a stipu-
lated price, if he determines that the
tenant will be able to finance such pur-
chase on the basis of the probability of
future increases in the tenant's income.
§215.30 Provisions applicable to co-

operative members.
(a) A member of a cooperative who

obtains a certificate of eligibility shall be
required, as a condition of receiving the
certificate, to agree that upon a sale of
his membership, any equity Increment
accumulated through rent supplement
payments will not be made available to
the mdmber, but will be turned over to
the cooperative housing owner. Funds
received by a cooperative representing an
equity increment accumulated through
rent supplement payments shall be de-
posited by the cooperative in a special
account to be disbursed as directed by
the Commissioner.

(b) The term "tenant" as used In thIs
section shall mean a member of a co-
operative, and the term "rent" rhall
mean the charges under the occupancy
agreement between the members of the
cooperative.
§ 215.35 Term of contract.

The rent supplement contract shall be
limited to the term of the mortgage or 40
years from the date of the first payment
made under the contract, whichever Is
the lesser.
§ 215.40 MLLaixnum annual project pay.

ments undcr contract.
The rent supplement contract shall

state the maximum dollar amount of the
rent supplement paymentz for any 1 year
based upon the Commissioner's estimate
of probable effective demand and distri-
bution of tenant income, including a 10-
percent contingency allowance. At the
end of such period of time as the Com-
missioner may prescribe for the rental of
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the dwelling units, appropriate adjust-
ment shall be made in the maximum
rental payments, including a 10-percent
contingency allowance, to reflect the ac-
tual requirements of the tenants. Pay-
ments shall not be made with respect to
more than 20 percent of the number of
dwelling units in any project which Is as-
sisted under:

(a) Section 202 of the Housing Act of
1959, if the loan agreement under that
section was entered into on or before
August 10, 1965, or

(b) Section 231(c) (3) of the National
Housing Act, if the mortgage was finally
endorsed for insurance under that sec-
tion after August 10, 1965, pursuant to
a commitment issued on or before such
date.

(c) Section 236 of the National Hous-
ing Act, except that the Commissionei
may increase to 40 percent the limitation
on the-number of dwelling units in any
section 236 project eligible for rent sup-
plement payments, where he determines
that such increase is necessary to pro-
vide additional housing for lower income
families.
§ 215.45 Maxhinum payments under

contract for each tenant.

(a) The rent supplement contract
shall provide that the payment on behalf
of a qualified tenant shall be that amount
by which the rent approved by the Com-
missioner for the unit exceeds one-fourth
of the tenant's income, or exceeds any
welfare allowance for housing if such al-
lowance is larger than one-fourth of the
tenant's income

(b) In computing tenant's income for
the purpose of this section, the following
deductions shall be taken into considera-
tion:

(1) $300 shall be deducted for each
minor person who is a member of the
immediate family of the tenant and re-
siding with the tenant and any earnings
of such minor shall not be included in
computing the tenant's income.

(2) The Commissioner may allow spe-
cial deductions to take into account ex-
penses incurred as a result as a result of
physical disability or continuing illness,
the cost of necessary child care while a
wage earner of the household Is at work
and such other deductions as the Secre-
tary considers appropriate.
§ 215.50 Timn- of payment under con-

tract.

The rent supplement contract shall
provide for payments to be made monthly
to the housing owner on behalf of quali-
fied tenants In the amounts set forth in
the certificates of eligibility.
§ 215.55 Recertification of income

under contract.

The rent supplement contract shall
provide, except with respect to tenants
who are 62 years of age or older, that a
recertification of income shall be ob-
tained by the housing owner each year
from the date the original certificate of
eligibility was issued. Provision shall be
included for adjusting payments to re-

fleet income chances shown by the
recertification.
§ 215.60 Hardship cases.

Where a tenant's income has decreased
due to Illness, loss of Job, or other hard-
ship beyond his control, the Commis-
sioner may grant a temporary increase
in rent supplement payments.
§ 215.65 Tenant occupancy limiations.

Qualified tenants shall not be per-
mitted to occupy units larger than the
Commissioner determines necessary for
their needs.
§ 215.70 Form of lease.

(a) Lease form. Qualified tenants
shall be required to execute a lease in a
form approved by the Cormissioner.

(b) Special 7ease provisio. The
lease shall contain the following special
provisions:

(1) A provision obligating the tenant
to report immediately to the housing
owner any increase in income which re-
sults In a monthly income of four or
more times the full monthly rental for
the housing unit.

(2) A provision obligating- the tenant
to reimburse the Commissioner for any
rent supplement payments made by the
Commissioner during a period when the
tenant's income had increased to a point
where rent supplement payments should
have been terminated but were not ter-
minated because of the tenant's failure
to report the increase to the housing
owner.
§ 215.75 Housing owner's obligation un-

der contract to report tenant income
increase.

The rent supplement contract shall
contain a provision obligating the hous-
ing owner to Immediately notify the
Commissioner upon receiving a report
from a tenant of an increase in the ten-
ant's income resulting in a monthly In-
come of- four or more times the full
monthly rental for the housing unit.
The contract shall also obligate the hous-
Ing owner, upon failing to notify the
Commissioner when a report of such
increase in income is received from a
tenant, to reimburse the Commissioner
for any rent supplement payments made
during the period the tenant Is receiving
the increased income.
§ 215.80 Change in tenant income

status.

Appropriate adjustments will be made
in rent supplement payments to reflect
income changes shown by the annual
tenant income recertification. Rent
'supplement payments will be discon-
tinued when it Is determined by the
Commissioner that 25 percent of the
tenant's income is sufficient to pay the
full amount of the rent for the unit
occupied by the tenant. Where a tenant
is no longer entitled to rent supplement
payments, he may continue to occupy the
unit. The rent charged for the unit
shall not exceed the fair market rental
as determined by the Commissioner.

PART 220-URBAN RENEWAL MORT-
GAGE INSURANCE AND INSURED
IMPROVEIENT LOANS

Subpart A---! 3 1bllity Pqutramcnal'z omes
UomLoumaw- Imacamengec.

220.1 Incorporation by rference.
220.2 ApplIcation and commitment exten-

clon fcc.
220.5 lccatlon of propety.
22010 Certificate by Scaretary to Commlz-

riloner.
220.15 Standardz and conditions of ac-

coptabIl ty.
22020 DXcltng unitz on property.
22025 Maximum mortn~aaaaesnts-dal-

lar limitation.
22020 M~aximum mnort~age amounts-

loan-to-value limitation.
220.25 MortMgors minimum lnvemtment.
2"0.40 Rental propartic.
220.43 CertflcatC3 of appra al and re-

placement amounta.
220.50 LIimum charges, fees or dis-

count.
InsU11)NO 17oamMS Iz'onmrAMoi

220.100
220.102
220.103
220.125

Incorporation by reference.
,ramun loan amount.

Typo and location of property.
Co-t certifIcation requirementz.

Subpart B-Conhrad RihIs and OblIoins--
Home%

220-251 Incorporation by reference.
220.252 Forbearnc of foreclourue and as-

6lgument of morage.
220275 Method of paying Inzurance bene-

IXruam Hot= Izwsovm na Lo-wa

220.30 Incorporation by reference.

Subpart C--EIslbIlity P.oquirments-.Pro[eds
PtOM=c MQoarAcz Ixa1Usiwen

220.501
220.X0
220.503

220.504

220.505
220.500
220.07
220.503

220,03

22O5Z11
220.512
220.613

22OX23

Incorporation by reference.
Location of property.
Certificato by Sacretary to Commis-

loner.
Standards and conditions of ac-

ceptabllity.
EllgIblo mortL-agors.
D evlopment of property.
7l-faxmum mortgage amounta.
Maximum mortgage amount-loan-

to-valuo limitation.
Maximum mortgage amount-lease-

holds.
Supervi! on of mort-agors.
Certificates of actual co-t. -
Eullder'a and -ponzor's profit and

rizkallcuunce.
tagc of 6200.0OWor less Involv-
inZ rehabilitation.

Inounua Paxoj= I .ovrwn= Lo ns

220.50
220.52
220.63
220.04
220.555
220.G00
220.01
2202
220.663
22054
220.550
220.670
220.571
220.572
220.573
220.574
220.575
220.570

Deofknitions.
Form of application.
Application fee.
Commitment and commitment fee.
InrpectIon fea.
r-eez on incr-scsc.
Rtefund of fees.
CharIes by lender.
Eligible lender.
N o and recurity form.

Dureement; of proceeds.
Loan multiples.
Method of loan payment.
Dato of first payment to princpal.
Maturity of loan.
Loan amortization period.
Maxdxnqum loam amounts.
Maximum Intcecrt rate.
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Sec.
220.577
220.580
220.681

220.582
220.583
220.584
220.85
220.590

220.592
220.593

220.59,1

220.595

220.600

220.601
220.602
220.603
220.610
220.611
220.612
220.614
220.615
220.616

220.618

220.630
220.632
220.633

RULES AMID RiEGULAT1OINS

Eligibility of title.
Title evidence.
Security instrument to cover entiro

property.
Covenant against liens.
Accumulation of next premium.
Accumulation of other items.
Application of payments.
Prepayment privilege and prepay-

ment charge.
Late charge.
Certificate regarding use for tran-

slent or hotel purposes.
Zoning, deed or building restric-

tions.
Certificate of nondiscrimination by

borrower.
Covenant relating to use of prop-

erty.
Use of proceeds.
Nature of borrower's owner hip.
Supervision by Commissioner.
Commitments to insre.
Building loan agreement.
Assurance of completion.
Prevailing wage requirements.
Discrimination prohibited.
Cost certification requirements;

loans $200,000 or less.
Cost certification requirements;

loans over $200,000.
Records.
Effects of agreement.
Cost certification incontestable.

Subpart D-Contract Rights and Obllgationrz-
Project,

Paorrcr MORTGAGn L'zsunazrc

220.751 Incorporation by reference.
220.753 Forbearance relief.
220.760 Payment of insurance benefits.
220.765 Special insurance benefits-forbear-

ance relief cases.

Ixnn Pnosrc IL~novnzsNT LOsaI

220.800 Definitions.
220.801 Initial insurance endorsement.
220.802 Pinal Insurance endorsement.
220.803 Effect of insurance endorsement.
220.804 Insurance premiums.
220.805 Termination of insurance.
220.808 Pro rata refund of Insurance pre-

mium.
220.810 Definition of default.
220.811 Date of default.
220.812 Notice of default.
220.813 Commlcsioner'n right to require ac-

celeration.
220.814 Election of action.
220.820 Maximum claim period.
220.821 Items to be Mled on oubmittln3

claim.
220.822 Claim computation; iters included.
220.823 Claim computation; Items deducted.
220.830 Debenture interest rate.
220.832 Maturity of debentures.
220.83- Registration of debentures.
220.836 Denomination of debenturs.
220.838 Redemption of debentures
220.840 Issue date of debentures.
220.842 Cash adjustment.
220.850 Assignment of Insured loans.

AuTHORIr : The provisions of this Part
220 Issued under sec. 211, 52 SMt. 23. as
amended, cec. 220. 68 Stat. 596, as umended;
12 U.S.C. 1715b, 1715k.

Subpart A--Eligibility Require-
ments-Homes

Mor WORTGAGB INSURANOE

§ 220.1 Incorporation by reference.
(a) All ofthe provisions of Subpart A,

Part 203 of this chapter concerning eli-
gibility requirements of mortgages under

section 203 a the 1 ational Housing Act
apply to mortgages covering one- to
eleven-family dwellings under section
220 of the National Housing Act, except
the followingprovisions:
Sec.
203.12 Application and commitment exten-

. sion fees.
203.15 Certification of appraisal amount.
203.18 Maxlmum mortgage amounts.
203.19 Mortgagor's minimum investment.
203.27 'Maximum charges, fees and di3-

counts.
203.28 Economic soundness of project.
203.40 Location of property.
203.42 Rental properties.
203.50 et seq. Insured home Improvement

loans.

(b) For the purposes of this subpart
all references in Part 203 of this chapter
to section 203 of the Act shall be con-
strued to 'refer to section 220 of the Act,
§220.2 Application and commitment

extension fees.
All of the provisions of § 203.12 con-

cerning application and commitment ex-
tension fees apply to mortgages insured
under this part, except the provision In
§ 203.12(a) (1) (v) for an application fee
of $15 where the mortgagee establishes
that the Veterans Administration has is-
sued a Certificate of Reasondble Value
which has not'expired.

§ 220.5 Location of property.
The mortgaged property must be lo-

catedin
(a) The area of an existing slum clear-

ance and urban redevelopment project
covered by a Federal-aid contract exe-
cuted or prior approval granted (pursu-
ant to Title I of the Housing Act of 1949,
as amended) before the effective date of
thef.ousing Act of 1954, or

(b) An urban renewal area In a com-
munity which has a workable program to
eliminate and prevent the spread of
slums and urban blight and respecting
which the Secretary of Housing and
Urban Development has made the find-
ings prescribed in title I of the Housing
Actof 1949, as amended, or

(c) The area of an urban renewal
project assisted under section 111 of the
Housing Act of 1949, as amended, pro-
viding for redevelopment or rehabilita-
tion of urban areas made necessary as
the result of a disaster, or

(d) An area in which- a program of
concentrated code enforcement activities
is being carried out pursuant to section
117 of the Housing Act of 1949.
§.220.10 Certificate by Secretary to

.Commiionez.
Wo mortgage may be insured until a

redevelopment or urban renewal plan
has been approved for the area by the
governing body of the locality involved
and by the Secretary of 'Housing and
Urban Development and the Secretary
has certified to the Commissioner that:

(a) The redevelopment plan or the
urban renewal plan conforms to a gen-
eral plan for the locality as a whole, and

(b) There exists the necessary author-
1ty and financial capacity to assure the

completion of such redevelopment or ur-
ban renewal plan, or

(c) There eists an urban renewal
plan as required for proJ ects acsistcd un-
der section 111 of the Houing Act of
1949, as amended, which plan conforms
to definite local objectives respecting np-
propriate land uses, Improved traffic,
public transportation, public utIlIties,
recreational and community facllitlea
and other public Improvements, and
there exists the necezsaxy authority and
financial capacity to Insure completion
of such urban renewal plan,
§ 220.15 Stmdards and conditions of

acceptalihy.
The mortgaged property shall meet

such standards and conditions as the
Commissioner shall prescribe to catablkh
the acceptability of ouch property for
mortgage Insurance. These rhall include
standards and conditions dcsigned to re-
store the quality of the area to a condi-
tion which would Justify mortgage
insurance.
§ 220.20 Dwelling units on property.

At the time the mortgage Is Insured,
there shall be located on the mortgaged
property a dwelling designed principally
for residential use of not more than 11
families. Such dwellings may be con-
needed with other dwellings by a party
wall or otherwise. Any such dwelling
shall be constructed or rehibilltated pur-
suant to an urban renewal plan approved
by the Secretary as provided In sotlon
220(d) (1) (A) of the National Houlny
Act, as amended.
§ 220.25 BlMa-imum mortgage amount'-

dollar limitation.
Depending upon the design of the

structure, a mortgage shall not exceed
the lesser of the following:

(a) $33,000 for a one-family residenco.
(b) $35,750 for a two-family residence,
(a) $35,750 for a three-family resi-

dence.
(d) $41,250 for a four-family resi-

dence.
(e) $41,250 plus not to excced $7,700

'for each additional family unit in excs
of four.
§ 220.30 Waximum mortgage amount--

loan-to-value limitation.
(a) Occupant mortgagors. A mort-

gage executed by a mortgagor who is an
-6ccupant of the property shall not exceed
the following:

(1) ANew constructio-prior approvet,.
If the mortgage covers a dwelling which
is approved for mortgage insurance prior
to the beginning of construction, the sum
of the following percentages of the Com-
missioner's estimate of the replacement
cost of the property an of the date the
mortgage is accepted for Insurance:

(11) 90 percent of such estimate in
excess of $15,000 but not in excess of
$25,000.

(lit) 80 percent (05 percent In the cae
-of a mortgagor qualifyinu as a veteran)
of the amount of such cstimate In exces
of $25,000.
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(2) New construction--no Prior ap-
proval. If the mortgage covers a new
dwelling under construction which Is ap-
proved for mortgage insurance after the
beginning of construction, the sum of the
following percentages of the Commis-
sioner's estimate of the replacement cost
of the property as of the date the mort-
gage is accepted for insurance:
(M 90 percent of the first $25,000 of

sach estimate.
(ii) 80 percent (85 percent in the case

of a mortgagor qualifying as a veteran)
of the amount of such estimateL in excess
of $25,000.

(3) Existing construction-prior ap-
proval. If the mortgage covers an exist-
ing dwelling approved for mortgage In-
surance prior to the beginning of con-
struction or the construction of which
has been completed for more than 1 year,
the sum of the Commissioner's estimate
of the cost of repair or rehabilitation
added to the Commissioner's estimate of
the value of the property before rehabili-
tation in the following percentages:
(i) 97 percent of the first $15,000 of the

sum of such estimates (100 percent of
$15,000 of the sum of such estimates or
an amount derived by adding to the sum
of such estimates not in excess of $15,000
the items of prepaid expense approved by
the Commissioner and deducting $200,
whichever appraisal amount or total
amount is the lesser, in the case of a
mortgagor qualifying as a veteran).

(ii) 90 percent of the sum of such
estimates in excess of $15,000, but not in
excess of $25,000.

(iii) 80 percent (85 percent in the
case of a mortgagor qualifying as a
veteran) of the sum of such estimates
in excess of $25,000.

(4) Existing construction-no prior
approval. If the mortgage covers an
existing dwelling which was not approved
for mortgage insurance prior to the be-
ginning of construction and the con-
struction of which has been completed
less than 1 year, the sum of the Commis-
sioner's estimate of the cost of repair or
rehabilitation added to the Commis-
sioner's estimate of the value of the prop-
erty before rehabilitation in the follow-
ing percentages:
(i) 90 percent of the first $25,000 of

the sum of such estimates.
(ii) 80 percent (85 percent in the case

of a mortgagor qualifying as a veteran)
of the sum of such estimates in excess
of $25,000.

(5) Refinancing. In a case under
subparagraph (3) or (4) of this para-
graph involving the refinancing of an
existing indebtedness, the sum of the fol-
lowing:

(1) The estimated cost of repair and
rehabilitation.

(Ii) The amount (as determined by
the Commissioner) required to refinance
.the existing indebtedness secured by the
property.
(ii) Any existing indebtedness (as de-

termined by the Commissioner) incurred
in connection with improving, repairing,
or rehabilitating the property.

(b) Veteran qualifications. The spe-
cial veteran terms provided in paragraph
(a) of this section ahall only be appli-
cable to A mortgage covering a single
family dwelling executed by a mortgagor
who submits to the Commissloner one of
the following certifications:

(1) A Certificate of Veteran Status
from the Veterans Administration estab-
lishing that he has served 90 days or
more on active duty in the =rmed forces
(U.S. Army, Navy, Marine Corps, Air
Force. Coast Guard, the Army Reserve,
the Naval Reserve, the Marine Corps Re-
serve, the Air Force Reserve, the Coast
Guard Reserve, the National Guard of
the United States and the Air National
Guard of the United States) of the
United States and was discharged or re-
leased therefrom under conditions other
than dishonorable.

(2) A certificate issued by the Secre-
tary of Defense establishing that the
mortgagor performed extra hazardous
service while serving in the armed forces
for a period of less than 90 days,

(c) Nonoccupant mortgagors. (1) A
mortgage, executed by a mortgagor who
is not the occupant of the property and
who certifies to the Commissioner that
he intends to hold the property for rental
purposes, shall not exceed 93 percent of
any amount available to a nonvetern
under subparagraphs (1) through (4) of
paragraph (a) of this section, or 100
percent of an amount computed under
subparagraph (5) of paragraph (a) of
this section.

(2) A mortgage, executed by a mort-
gagor who is not the occupant of the
property and who certifies to the Com-
missioner that he intends to hold the
property for the purpose of the sale, shall
not exceed:

(1) 85 percent of any amount available
to a nonveteran under subparagraphs (1)
through (4) of Paragraph (a) of this sec-
tion, or 100 percent of arny amount com-
puted under subparagraph (5) of para-
graph (a) of this -ection.

(1i) 100 percent of any amount avail-
able to a nonveteran under subpara-
graphs (1) through (4) of paragraph (a)
of this section, without taking into con-
sideration the refinancing limitations in
subparagraph (5) of paragraph (a) of
this section, if the mortgage covers a
one- or two-family residence and the
Commissioner is furnished with certifi-
cates indicating that:

(a) MIe mortgagor will not rent (ex-
cept for a rental term of not less than
30 days and not more than 60 days), sell
(except where the insured mortgage is
paid in full as an incident of the ae),
or occupy the property prior to the 18th
amortization payment of the mortgage,
except with the prior written approval of
the Commissioner.

(b) There has been deposited In an
escrow, trust, or special account not less
than 15 percent of the original principal
amount of the mortgage proceeds or
such additional amount as may be neces-
sary to reduce the remaining principal to
an amount not exceeding the sum of the

estimated cost of repairs and rehabilita-
tion, and the amount required to refi-
nance any existing indebtedness de-
termined by the Commissioner to have
been incurred in connection with Im-
proving, repairing or rehabilitating the
property.

(c) The mortgagor agrees that, If the
property is not sold prior to the due date
of the 18th amortization payment of the
mortgage to a purchaser acceptable to
the Commissoner who will occupy the
property, assume, and agree to pay the
mortgage Indebtedness, the amount held
in escrow, trust, or special account will
be applied in reduction of the outstand-
ing principal amount of the mortgage as
of the due date of the 18th amortization
payment of the mortgage; and

d) The mortgauee agrees that any
portion of the fund held in escrow, trust,
or special account, not applied to the
mortgage in accordance with the provi-
sions of this paragraph, shall be de-
ducted from the amount of the cash set-
tlement to which the mortgagee would be
otherwise entitled if a claim for Insur-
ance benefits Is filed.
§ 220.35 Mortgagor's minimum invest-

ment.
At the time the mortgage is insured

the mortnagor shall have paid on account
of the property at least 3 percent of the
CommissLoner's estimate of the cost of
acquisition, or such larger amount as the
Commissioner may determine, in cash or
its equivalent.

220.40 Rental properties.

(a) A mortgage on property upon
which there is a dwelling to be rented by
the mortgagor. shall not be ellgible for
insurance of said property is a part of, or
adjacent or contiuous to a project, sub-
division or group, of similar rental prop-
erties which involve twelve or more
dwelling units if the mortgagor has any
financial interest in said properties.

(b) No two-, three-, or four-family
dwelling nor single-family dwelling if
It is a part of a group of five or more
single family dwellings held by the same
mortgagor or any part or unit thereof,
shall be rented or offered for rent for
transient or hotel purposes, as defined
n § 203.16 of this chapter, so long as

such dwelling is subject to any insured
mortgage.

(c) The provisions of paragraph (a)
of this Eection shall not apply where the
Commissioner determines that the ap-
plication of such provisions would sub-
stantially interfere with the repair and
rehabilitation of a subdivision or group
of existing properties.
§ 220.45 Certificates of appraisal and

rcplaccmcnt amounts.
All of the provisions of § 203.15 of this

chapter apply to mortgages insured
under this subpart except that with re-
spect to mortgages meeting the require-
ments of § 220.21(a) (1), the application
for Insurance must be accompanied by
an agreement satisfactory to the Com-
mnisLoner executed by the seller, builder
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or such other person as required by the
Commisstoner whereby such person
agrees that prior to any sale of the
dwelling such person will deliver to the
purchaser of the property a written
statement acceptable to the Commis-
sioner setting forth the amount of the
Commissioner's estimate of the replace-
ment cost of the property.
§ 220.50 M axmum charges, fees or dis-

counts.
(a) The mortgagee may collect from

the mortgagor the following charges, fees
or discounts:

(1) The application fees provided for
in this part.

(2) A charge to compensate the mort-
gagee for expenses incurred in originat-
ing and closing the loan, the charge not
to exceed:

(i) $20 or 1 percent of the original
principal amount of the mortgage,
whichever is the greater;,or

(ii) $50 or 21/2 percent of the original
principal amount of the mortgage,
whichever is the greater, with respect
to mortgages on property under con-
struction or to be constructed where the
mortgagee makes partial disbursements
and inspections of the property during
the progress of construction.

(iii) If the mortgage involves repair or
rehabilitation, and the mortgagee meets
the conditions of subdivislor (i) of this
subparagraph relating to disbursements
and inspections, the charge prescribed in
subdivision (i) of this subparagraph
,may be collected in cornection with that
portion of the mortgage applied to such
repair or rehabilitation. The charge
with respect to any part of the mortgage
not applied to repair or rehabilitation, or
any part of the mortgage so applied
which does nbt meet the conditions of
subdivision (it) of this subparagraph re-
lating to disbursements and inspections,
shall be limited to that provided in sub-
division (I) of this subparagraph.

(3) Reasonable and customary
amounts for any of the following items:

(1) Recording fees and recording taxes
or other charges incident to recordation;

(ii) Credit Report;
(ii) Survey, If required by mortgagee

or mortgagor;
(iv) Title examination; title Insur-

ance, If any;
(v) Such other reasonable and cus-

tomary charges or fees as may be au-
thorized by the Commissioner.

(4) Reasonable and customary
charges in the nature of discounts If
the mortgagor is:

(I) A builder constructing houses for
sale who executes the mortgage In his
own name;

(it) Constucting a dwelling for his
own occupancy; or

(iii) Refinancing an existing Indebted-
ness secured by the property owned by
the mortgagor.

(iv) Purchasing the property from a
governmental agency or municipal cor-
poration which is precluded by statute
from paying the discount.

lrsuaRM HoZs I .ilrov xrr Lomus
§ 220.100 Incorporation Ly reference.

All of the provisions in § 203.50 et seq.
covering insured home Improvement
loans under section 203(k) of the Act
shall apply to insured home improve-
ment loans on one- to eleven-family
dwellings under section 220(h) of the
Act except the following provisions:
Sec.
203.73 Maximum loan amounta.

§ 220.102 Maximum loan amount.
(a) The principal amount of the loan

shall not exceed:
(1) The Commissioner's estimate of

the cost of improvements, $40,000, or
$12,000 per family unit, whichever is
the lesser; or

(2) An amount which, when added to
any outstanding indebtedness related to
the property, creates a total outstanding
indebtedness which does not exceed the
limits prescribed in §§ 220.25 and 220.30
for mortgages on properties other than
new construction; or

(3) Where the proceeds are to be
used for the purposes indicated in § 203.-
82(a) (2) of this chapter, an amount
which when added to the aggregate
principal balance of any outstanding in-
sured home improvement loans which
were obtained for the purposes indicated
in § 203.82 (a) (2) of this chapter, creates
an aggregate indebtedness for such pur-
poses of not to exceed $12,000.

(b) In any geographical area where
the Commissioner finds the cost levels
so require, he may increase by not to
exceed 45 percent the $12,000 per family
unit limitation set forth in paragraphs
(a) (1) and (3) of this section.

(b) In any geographical area where
the Commissioner finds cost levels so
require, he may increase by not to ex-
ceed 45 percent the $10,000 per family
unit limitation set forth in paragraph
(a) (1) and (3) of this section.
§ 220.103 Type and location of prop-

erty.
The property to be improved shall:
(a) Constitute real property located

within the United States, its territories,
or possessions;

(b) Contain an existing structure or
structures;

(c) Be located In one of the urban
renewal areas specified In § 220.5.
§ 220.125 C o a 9 certification require.

nents.

A loan for the Improvement of a
structure which Is used, or upon com-
"pletion of the Improvements will be used,
as a dwelling for five to eleven families
shall be subject to the provisions of para-
graphs (a) through (c) of this section
as follows:

(a) The lender shall submit with the
application for commitment an agree-
ment on a form prescribed by the Com-
missioner, executed by the borrower and
the lender, in which:

(1) The borrover agrees to execouto,
upon completion of the Improvements, a
certificate of the actual cost of the tm-
provements.

(2) The borrower and the lender
agree that if the actual cost of the Im-
provements is less than the amount au-
thorized in the commitment, the amount
of the loan shall not exceed the actual
cost of the improvements, and that the
amount of the loan shall be further ad-
justed to the lowest $50 multiple where
the amount is not in excess of $12,000,
or adjusted to the lowest $100 multiple
where the amount exceeds $12,000.

(b) No loan shall be insured unles in
accordance with the agreement between
the borrower and the lender.

(1) The requ'red certification of actuid
cost is made by the borrower; and

(2) The amount of the loan is ad-
Justed to reflect the actual cost of the
Improvements.
(c) The term "actual cost of the Im-

provements" shall mean the cost to tho
borrower of the Improvements, after de-
ducting the amount of any klohback=,
rebates, or trade discount received In
connection with the improvements, and
Including:

(1) The amounts paid under any con-
tract for the improvements, labor, ma-
terlels, and for any other Items of ex-
pnse approved by tho Commislonor;
and

(2) A reasonable allowance for con-
tractor's profit, in an amount approved
by the Commissioner, where the Com-
missioner determines that there is an
identity of interest between the borrower
and the contractor

(d) Any agreement, undertaling
statement or certification required in
connection with cost certification shall
specifically state that It hw been made,
presented and delivered for the purpose
of Influencing an offical action of the
Commissioner and may be relied upon as
a true statement of the facts contained
therein.

(e) Upon the Commissioner's approval
of the borrower's certification, such cer-
tification shall be final and incontestable
except for fraud or material mniopre-
sentation on the part of the borrower.

(f) The borrower shall keop and
maintain adequate records of all co .
of any construction Improvements or
other cost Items not representing work
under the general contract and shall
require the builder to keep similar roe-
ords and, upon request by the Commis-
sioner, shall make available for examina-
tion such records, including, any col-
lateral agreements.

Subpart B-Contract Rights and
Obligaflons-Homos

§ 220.251 Incorporation by reference.
(a) All of the provisions of Subpart B,

Part 203 of this chapter covering mort-
gages Insured under section 203 of the
National Housing Act apply to mortgages
covering 1- to 11-family dwellingo In-
sured under section 220 of the Nationvi
Housing Act, except the following:
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Sec.
203.340 Conditions of special forbearancerelief.
203.341 neimbursement for uncollected

Interest.
203.342 Recasting of mortgage.
203.350 Assignment of defaulted mortgage--

In generaL
203.351 Application for Insurance beneflta

and fiscal data.
203.352 Title evidence upon assignment.
2032353 Certification by mortgagee.
203.400 Method of payment.
203.420 Nature of Mutual Mortgage Insur-

ance Fund.
203.421 Allocation of Mutual Mortgage In-

surance Fund income or loss.
203.422 night and liability under Mutual

Mortgage Insurance Fund.
203.423 Distribution of distributive shares.
203.424 Aaximum amount of distributive

shares.
203.425 Finality of determination.

(b) For the purposes of this subpart,
all references in Part 203 of this chapter
to section 203 of the act shall be con-
strued to refer to section 220 of the act,
and all references to the Mutual Mort-
gage Insuranced Fund shall be construed
to refer to the General Insurance Fund.
§ 220.252 Forbearance of foreclosure

and assignment of mortgage.
All of the provisions of §§ 203.340

through 203.342, 203.350, 203.352 and
203.353 of this chapter shall apply to
mortgages insured under this subpart,
except that the provisions relating to
forbearance of foreclosure, recasting
of the mortgage and assignment of a
defaulted mortgage, shall be applicable
only to a mortgage covering a property
having not more than four dwelling
units.
§ 220.275 Method of paying insurance

benefits.
f the application for insurance bene-

fits is acceptable to the Commissioner,
all of the insurance claim shall be paid
in cash unless the mortgagee files a writ-
ten request with the application for pay-
ment in debentures. If such a request Is
made, all of the claim shall be paid by
issuing debentures and by makingd cash
payment adjusting any differences be-
tween the total amount of the claim and
the amount of the debentures Issued.

ITSuED Homm ILPnov==EN Loams
§ 220.350 Incorporation byreference.

(a) All of the provisions of § 203.440
et seq. of this chapter covering insured
home Improvement loans under section
203(k) of the Act shall apply to home
improvement loans on one- to four-
family dwellings under section 220(h)
of the Act.

Subpart C-Elgibility Require-
ments-Proects

PnoamcET MORTGAGn IisumCE

§ 220.501 Incorporation by reference.
(a) All of the provisions of Subpart A,

Part 207 of this chapter, concerning eli-
gibility requirements of mortgages cov-
ering multifamily housing under section
207 of the National Housing Act, apply

with full force and effect to multifamily
project mortgages insured under section
220 of the National Housing Act, except
the following provisions:
Sec.
207.2 Lrzuance of commitment.
207.4 :Maximum mortgage amount3.
207.11 Boundnezs of project
207.17 Clrszlfication.
207.19 Requred supervUsion of private

mortgagor.
207.24 Development of propcrty.
207.27 Certificates of actual co t.
207.31 Eligibility of mlracllancous - type

mortgages.
207.33 Eligibility of mort-age3 on trailer

courts or prlm for tramlr co.ch
mobile dwelling.

Cb) For the purposes of this subpart
all references in Part 207 of this chapter
to section 207 of the National Housing
Act shall be deemed to refer to section
220 of the National Housing Act.
§ 220.502 Location of property.

The mortgaged property must be lo-
cated In:

(a) The area of an existing slum
clearance and urban redevelopment
project covered by a Federal-aid con-
tract executed or a prior approval
granted (pursuant to .Title I of the
Housing Act of 1949, as amended), be-
fore the effective date of the Housing
Act of 1954, or

(b) An urban renewal area In a com-
munity which has a workable program
to eliminate and prevent the spread of
slums and urban blight, and respecting
which the Secretary of Housing and Ur-
ban Development has made the findings
prescribed in title I of the Housing Act
of 1949, as amended, or

(c) The area of an urban renewal
project assisted under section 111 of the
Housing Act of 1949, as amended, pro-
viding for redevelopment or rehabilita-
tion of urban areas made neceszary as
the result of a disaster, or

(d) "An area In which a program of
concentrated code enforcement activitles
is being carried out pursuant to cection
117 of the Housing Act of 1949.
§220.503 Certificate by Secretary to

Commissioner.
No mortgage shall be insured until a

redevelopment or urban renewal plan
has been approved for the area by the
governing body of the locality involved
and by the Secretary of Housing and
Urban Development and the Secretary
has certified to the Commissioner that:

(a) The redevelopment plan or the
urban renewal plan conforms to a gen-
eral plan for the locality as a whole, and

(b) There exists the necessary author-
ity and financial capacity to assure the
completion of such redevelopment or
urban renewal plan, or

(c) There exists an urban renewal
plan as required for projects a=Lted un-
der section 111 of the Housing Act of
1949, as amended, which plan conforms
to definite local objectives repccUng
appropriate land uses, improved tfilc,
public transportation, public utilities,
recreational and community facilities

and other public Improvement-, and
there exists the necezsary authority and
flnnnclal capacity to Insure completion
of such urban renewal plan.
§ 220.504 Standards and conditions of

ncceptability.

The mortgaged property must meet
such standards and conditions as the
Commisioner shall prescribe to estab-
lish the acceptability of such property for
mortgage insurance. These will include
standards and conditions designed to re-
store the quality of the area to a condi-
tion which would Justify mortgage
insurance.
§ 220.503 Eligible mortgagors.

In order to be eligible under this sub-
part, the mort=gor shall be one of the
following types:

(a) Pritate mortgagors. Any mort-
gagor approved by the Commissioner
which until the termination of all obli-
gations of the Commissioner under the
insurance contract and during such fur-
ther period of time as the Commissioner
shall be the owner, holder, or reinsurer
of the mortgage, is rezulated or restricted
by the Commissioner as to rents or sales,
charges, capital structure, rate of return,
and methods of operation.

Cb) Public norgagors. A Federal or
State lnstrumentality, a municipal cor-
porate instrumentality of one or more
States, or a limited dividend or rede-
velopment or housing corporation or
other legal entity restricted by or under
Federal or State laws or re6-ulations of
State bani-ng or insurance departments
as to rents, chmes, capital structure,
rate of return, or methods of operation.
§ 220.506 Developmentofproperty.

(a) Obligation of mortgagor to con-
struct project. At the time the mort-
gage is insured, the mortgagor shall ba
obligated to construct and complete new
housing accommodations on the mort-
gaged property or to rehabilitate existing
housing accommodations thereon. Thn
Commissioner may insure a mortgage on
a completed project constructed pur-
suant to a commitment to insure upon
completion.

Cb) Minimum number of units. The
project shall consist of not less than two
rental dwelling units on one site and may
be detached, semidetached, or ro-7
houses, or a multifamily structure. The
slte may consist of two or more non-
contiguous parcels of land whenever the
Commizioner shall have determined
that the parcels are (1) so situated as
to comprise a readily marketable real
estato entity, and (2) within an area
small enough to allow convenient and
elclent managemenL

Cc) Complancc with governmctaZ
regulation. The property, Including
improvements, shall comply with any
material zoning or deed restrictions ap-
plicable to the project site and with all
applicable building and other govern-
mental regulations.

(d) Property faciliff. The project
s.hall ho predominantly residentiaL It
may include such nondwelling facilities
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as the Commissioner determines will be
desirable and consistent with the urban
renewal plan and contribute to the
economic feasibility of the project. In
approving such facility, the Commis-
sioner shall give due consideration to
the possible effect of the project on other
business enterprises In the community.
§ 220.507 Maximum mortgage amounts.

(a) Dollar limitation-in general. A
mortgage may involve a principal obliga-
tion not in excess of the lesser of the fol-
lowing:
(1) $50 million.
(2) [Reserved]
(3) (1) For such part of the property

or project attributable to dwelling use
(excluding exterior land improvements
as defined by the Commissioner), an
amount per family unit, depending on the
number of bedrooms, which may be:

(a) $9,900 without a bedroom.
(b) $13,750 with one bedroom.
(c) $16,500 with two bedrooms.
(W) $20,350 with three bedrooms.
(e) $23,100 with four or more

bedrooms.
(ii) Where the project involves the re-

habilitation of not more than five family
units, the mortgage amounts per family
unit designated in subdivision (i) of this
subparagraph may be increased by 25
percent as follows:

(a) $20,625 for a two-bedroom unit.
(b) $25,425 for a three-bedroom unit.
(c) $28,875 for a four or more bedroom

unit.
(b) Increased dollar limitation-ele-

vator type structures. In order to com-
pensate for higher costs incident to the
construction of elevator type structures,
the Commissioner may increase the dol-
lar amounts per family unit, In para-
graph (a) (3) of this section, as follows:

(1) With respect to any elevator type
structure:

' (t) $11,550 without a bedroom.
(it) $16,500 with one bedroom.
(i11) $19,800 with two bedrooms.
(iv) $24,750 with three bedrooms.
(v) $28,050 with four or more

bedrooms.
(2) With respect to an elevator type

project involving the rehabilitation of
not more than five family units, the
dollar amounts per family unit, in sub-
paragraph (1) of this paragraph, may
be increased by 25 percent as follows:

(i) $24,750 with two bedrooms.
(11) $30,925 with three bedrooms.
(iii) $35,050 with four or more bed-

rooms.
(c) Inreased mortgage amount-high

cost areas. (1) In any geographical area
where the Commissioner finds cost levels
so require, the Commissioner may in-
crease, by not to exceed 45 percent, the
dollar amount limitations set forth in
paragraphs (a) (3) and (b) of this sec-
tion.

(2) If the Commissioner finds that be-
cause of high costs in Alaska, Guam, or
Hawaii it is not feasible to construct
dwellings without the sacrifice of sound
standards of construction, design, and
livability within the limitations of max-
imum mortgage amounts provided In

this section, the principal obligation of
mortgages may be increased in such
amounts as may be necessary to com-
pensate for such costs, but not to exceed
in any event the maximum, including
high cost area increases, if any, other-
wise applicable by more than one-half
thereof.

(d) Adjusted mortgage amount-re-
habilitation projects. A mortgage hav-
ing a principal amount computed in
compliance with the applicable provi-
sions of paragraphs (a) to () of this
section, and which involves a project to
be repaired or rehabilitated, shall be
subject to the following additional lim-
itations:

(1) Property held in fee. If the mort-
gagor is the fee simple owner of the
project, the maximum mortgage amount
shall not exceed 100 percent of the Com-
missioner's estimate of the cost of the
proposed repairs or rehabilitation; or

(2) Property subject to existing mort-
gage. If the mortgagor owns the project
subject to an outstanding indebtedness,
which is to be refinanced with part of
the insured mortgage, the maximum
mortgage amount shall not exceed: (i)
The Commissioner's estimate of the cost
of the repair or rehabilitation; and (ii)
such portion of the outstanding In-
debtedness as does not exceed 90 percent
of the Commissioner's estimate of the
fair market value of such land and im-
provements prior to the repair or re-
habilitation; or

(3) Property to be acquired. If the
project Is to be acquired by the mort-
gagor and the purchase price is to be
financed with a part of the insured
mortgage, the maximum mortgage
amount shall not exceed 90 percent of:
(i) The Commissioner's estimate of the
cost of the repair or rehabilitation and
(ii) the actual purchase price of the
land and improvements, but not in ex-
cess of the Commissioner's estimate of
the fair market value of such land and
improvements prior to the repair or
rehabilitatiom
The dollar limitation set forth in this
section is in addition to the loan-to-
value limitation as set forth in § 220.508.

(e) Loans to cover 2-year operating
loss-(1) Operating loss determination.
When the Commissioner determines that
an operating loss has occurred during the
first 2 years following completion of the
project, he may, in his discretion, accept
for insurance under this part, a loan to
cover such loss. For the purposes of this
section, an operating loss shall occur
when the Commissioner determines that
the total of the taxes, interest on the
mortgage debt, mortgage insurance
premiums, hazard insurance premiums,
and the expense of maintenance and
operation of the project (excluding de-
preciation) exceeds the project income.

(2) Security instrument. The loan
shall be secured by an instrument in a
form approved by the Commissioner for
use in the jurisdiction in which the proj-
ect is located.

(3) Maximum interest rate. The loan
may bear interest at such rate as may be
agreed upon by the mortgagee and the

mortgagor, but in no case shall such rate
exceed the rate in effect under § 207.7 of
this chapter on the date the commitment
is issued. Interest shall be payable in
monthly installments on the principal
then outstanding,

(4) Maturity. The loan shall be limited
to a term not exceeding the unexpired
term of the original mortgage.
§220.503 Maximum mortgage

amount-loan-to-value limitation.
In addition to meeting the dollar

limitation set forth in § 220.507, the
mortgage shall be in an amount not to
exceed:

(a) Approved neto construction. 90
percent of the Commissioner's estimate
of the replacement cost of the property'
or project when the proposed improve-
ments are completed, If the project Is
approved for mortgage insurance prior to
the beginning of construction. The re-
placement cost of the property or proj-
ect may include the land, the proposed
physical improvements, utilities within
the boundaries of the property or proJ e t,
architect's fees, taxes, interest during
construction, and other miscellaneot
charges Incident to construction and ap-
proved by the Commissioner; and shall
include an allowance for builder's and
sponsor's profit and risk to be determined
by totaling the foregoing items, with the
exception of the land, and apply the
percentage or percentages specified in
§ 220.513.

(b) Nonapproved new construction.
90 percent of the Commissioner's esti-
mate of the value of the property or
project when the proposed improve-
ments are completed, If the project is
under construction and was not ap-
proved for mortgage insurance prior to
the beginning of construction.

(c) Repair and rehabilitation. 90 per-
cent of the sum of the estimated cost of
repair and rehabilitation and the Com-
missioner's estimate of the value of the
property or project before repair and
rehabilitation.

(d) Limitations on refinancing. The
estimated cost of repair and rehabillta-
tion and the amount, as determined by
the Commissioner, required to refinance
existing indebtedness secured by the
property or project.

(e) Limitations on purchas from local
public agency. If the mortgage involves
the financing of the purchase of prop-
erty which has been rehabilitated by a
local public agency with federal aslst-
ance pursuant to section liO(c) (8) of
the Housing Act of 1949, the mortgage
shall not exceed the lesser of the follow-
ing amounts:

(1) 90 percent of the Commissioner's
estimate of the appraised value of the
p15operty, as of the date the mortgage is
accepted for insurance.

(2) 90 percent of the actual cost of
acquisition, as approved by the
Commissioner.
§220.509 Maximum mortgage

amount-lcascholdg.
In the event the mortgage is on a lease-

hold estate rather than on a fee simple
holding, the value or replacement cost of
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the property on which the mortgage is
based is the value or replacement cost of
the property in fee simple reduced by-an
amount equal to the capitalized value
of the ground rent.
§220.511 Supervision of mortgagors.

All of the provisions of § 207.19 of this
chapter apply, except that in the case
of a mortgage covering property on
which there is located a dwelling or
dwellings designed principally for resi-
dential use for two to eleven families,
1 207.19(d) relating to labor standards
and prevailing wage requirements shall
not apply.

§220.512 Certificates of actual cost.
(a) Mortgagor's certiffcate-(1) Sub-

mission of certifcate. The mortgagor's
certificate of actual cost, in a form pre-
scribed by the Commissioner, shall be
submitted prior to final endorsement and
upon completion of the Improvements to
the satisfaction of the Commissioner.

(2) Items to be included. The cer-
tificate shall show the actual cost to the
mortgagor of:

(1) The cost plus construction con-
tract, Including the builder's fee actually
paid and approved by the Commissioner;
or the lump sum construction contract;
or the cost of the construction of the
project, where the mortgagor also acts
as the general contractor and no con-
struction contract is executed.

01) The architee's fee.
(ID The offsite public utilities and

streets not Included in subdivision . ()
of this subparagraph.

(iv) The organization and legal ex-
penses.

(v) The other items of expense ap-
proved by the Commissioner.

(3) Items not to be included. The
certificate shall not include as actual
cost any kickbacks, rebates, trade dis-
counts, or other similar payments to the
mortgagor or to any of its officers, di-
rectors, Istockholders or partners.- Any
such payments shall be deducted from
the costs determined under subpara-
graph (2) of this paragraph.

(b) Records. The mortgagor shall
keep and maintahi adequate records of
all cost of any construction or other
cost items not representing work under
the general contract and, in the case of a
cost plus contract, shall require the
builder to keep similar records and, upon
request by the Commissioner. shall make
available for examination such records
Including any collateral agreements.

(c) Certifteate of Public accountant.
The certificate of actual cost shall be
verified by an Independent Certified
Public Accountant or Independent pub-
lic accountant In a manner acceptable
to the Commissioner.
§ 220.513 Builder's and sponsor's profit

and risk allowance.
(a) In general The mortgagor's

certificate of actual cost shall include
an allowance for builder's and sponsor's
profit and risk, the amount of which
shall be dependent upon a determina-
tion by the Commissioner as to whether

- or not there exists an Identity of interest

between the mortgagor or any of Its
officers, directors, stoc lholdera or part-
ners and the general contractor.

(b) IdentitY of interest cac. Where
an identity of interest e--sts, a builder's
and sponsor's profit and risk allowance
shall be included in lieu of the builder's
fee provided in § 220.512(a) (2) (1). This
allowance shall b 10 prccnt of the
actual cost computed in accordance with
§ 220.512(a) excluding the following
items:

(1) Any builder's fee actually paid
and approved by the Cormmicaloner.
(This fee shall be paid out of the
builder's and sponsor's profit and isla
allowance.)

(2) The cost of theland or any amount
paid for a leasehold.

(3) The value of the land and Im-
provements prior to repair or rehabili-
tation plus the amount of the mortgage
proceeds used to refinance any outstand-
Ing indebtedness on the property where
the mortgage involves the financing of
repair or rehabilitation.

(c) Nonidentity of interest cases.
Where no identity of interest exists, a
sponsor's profit and risk allowance shall
be included. This allowance shl be
10 percent of the actual cost computed
in accordance with § 220.512(a) exclud-
Ing the following Items:

(1) The amounts paid by the mort-
gagor under the construction contract.

(2) The cost of the land or any amount
paid for a leasehold.

(3) The value of the land and Im-
provements prior to repair or rehabill-
tation plus the amount of the mortgage
proceeds used to rfnance any outstand-
ing indebtedness on the property where
the mortgage Involves the financing of
repair or rehabilitation.
§ 220.525 Mortgagesof$200,000orless

involving rehabilitation.
In the case of rehabilitation of an

existing project and when the principal
amount of the loan is $200,000 or lezs.
all of theprovisions of §§ 220.501 through
220.513 relating to project mortgage in-
surance shall apply except as modified
below:

(a) Classficlation of mortgagors. In
order to be eligible as a mortgagor the
applicant shall qualify as one of the
following:

(1) Private mortgagors. Any mort-
gagor approved by the Commisnioner.
4 (2) Public mortgagore. A Federal or
state instrumentality, a municipal cor-
porate instrumentality of one or more
states, or a limited dividend or redevelop-
ment or housing corporation formed
under federal or state laws or reulations.

(b) General supervision of mortga-
gors. The provisions of § 207.18(a) and
(c) of this chapter shall not apply.

(c) Required supervion of Private
mortgagors. (1) The provisions of
§ 207.19, paragraph (a) Capital struc-
ture; paragraph Cb) Rate of return;
paragraph (c) Requirements incident to
insurance of advances, subpara raph
(1); paragraph (e) Rents and charges;
paragraph Cf) Method of operation,
subparagraphs (3) and (5); and para-

graph (h) Advance amortization of this
chapter shall not apply.

(2) In a project involving the insr-
ance of advances, the mortgagor cb-11
dep di t with the mortgag ee or, in a de-
pository satisfactory to the mortgaee
and under control of the mortgagee an
amount, catisfactory to the Commis-
sdoner, for the puroz of meating the
co:t of equipping and renting the projest
subsequent to completion of construc-
tlon of the entire project or units there f
and, during the course of constructfon,
for allocation by the mortgagee to the
accruals for taxes, mortgage insurane=
premlms, hnzrd insurance premium
and assesments required by the terms
of the mortgage.

(3) The mortgagor shall execute and-
deliver to the Commissiloner a certificate
or agreement that the bo&s and ac-
counts of the mortgagor will be estab-
lished and maintained in a manner stis-
factory to the Commissioner. Com-
mencing on the date the certificate or
agreement Is executed, and so long rz the
mortgage is Insured or held by the Com-
missioner, the mortgagor's books and ac-
counts will be kept in accordance with
the requirementz of the Commissioner;

il be in such form az to permit a speedy
and efective audit and as may otherwise
be prescribed by the Commissioner; will
be maintained for such periods of time
as may be prescribed by the Commis-
sioner; and will be available to the Com-
mI-Ioner and to the Comptroller Gen-
eral of the United States for such exam-
ination and audits as they may desire to
mage. The mortgagor shall file with the
CommLsoner and the mortgagee the
following reports verified by the sina-
ture of such ofilcers of the mortgagor as
the Commissioner may designate and in
such form as prescribed by the Commis-
sioner:

(1) Upon demand, annual fln'u1d1
reports; and

(il) Specific answers to questons upon
which Information is desired from time
to time relative to the actual cost of
constructon, the disposition of mortgage
funds, the operation and condition of
the property and the status of the in-
cured mortgage.
I smun PnoJEcT zov=r=s Lo=r

§ 220.550 Defuitions.
As used in §§ 220.550 et s-eq., the fol-

lowing terms shal have the meaning
indicated:

(a) "CommLisoner" means the Fed-
eral Housing Comml:iioner or his au-
thorized representative.

(b) "Act" means theNationalHouin
Act, as amended.

(c) 'THA" means the Federal Houts-
Ing Administration.

(d) "InMsured loan" means a loan
which has been insured by the FHA, as
evidenced by the endorsement of the
credit Instrument for Insurance by the
Commlksloner.

(e) 'Insurnce premium" means the
loan insurance premium paid by the fi-
nnclal institution to the Commissioner
in consideration of the contract of in-
surance.
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(f) "Loan" means an advance of funds
or credit evidenced by a note, which Is
secured by a security Instrument.

(g) "Outstanding indebtedness relat-
ing to the property" means the total out-
standing amount of unsecured obli-
gations of the borrower -incurred In
connection with improving, repairing or
maintaining the property and outstand-
ing mortgages or obligations constitut-
ing liens on the title to the property to
be Improved.

(h) "Lender" means an approved fi-
nancial institution eligible for insurance
under section 220(h) of the Act that is
the holder of an insured loan or the
holder of a loan presented for insurance.
§ 220.552 Form of application.

An application for the issuance of
either a conditional or firm commitment
for insurance of a loan on a project
shall be submitted by an eligible lender
and by the sponsors of such project
through the local FHA office on an ap-
proved FHA form. No application shall
be considered unless accompanied by
the exhibits called for by the form.
§ 220.553 Application fee.

(a) Application lor conditional com-
mitment. An application fee of $1.50 per
thousand dollars of the amount of the
loan applied for shall accompany the
application for a conditional commit-
ment.

(b) Application for firm commitment.
An application for'a firm commitment
shall be accompanied by the payment
of an application fee of $1.50 per thou-
sand dollars of the amount of the loan
applied for, if such fee has not been
previously submitted. A commitment
fee, in an amount which, when added
to the application fee, will aggregate $3
per thousand dollars of the loan ap-
plied for, shall also be submitted with the
application for a firm commitment.
§ 220.554 Commitment- and commit-

ment fee.
(a) Conditions of commitment--()

Conditional commitment. The Issuance
of a conditional commitment indicates
completion of the Commissioner's pre-
liminary analysis of the project and con-
stitutes an agreement by the Commis-
sioner, subject to specified terms and
conditions, to accept an application for
a firm commitment.

(2) Firm commitment. The issuance of
a firm commitment indicates the Com-
missioner's approval of the application
for insurance and sets forth the terms
and conditions upon which the loan will
be insured.

(b) Types of firm commitment. The
firm commitment may provide for the
insurance of advances of loan money
made during construction or may pro-
vide for the insurance of the loan after
completion of the improvements.

(c) Term of commitment. (1) A con-
ditional commitment shall be effective
for whatever term Is specified in the text
of the commitment.

(2) A firm commitment to insure ad-
vances shall be effective for a period of

not more, than 180 days from the date
of issuance.

(3) A firm commitment to insure
upon completion shall be effective for a
designated term within which the bor-
rower is required to begin construction,
and if construction is begun as required,
the commitment shall be effective for
such addlitonal period, estimated by the
Commissioner, as will allow for comple-
tion of construction.

(4) The term of either a conditional
or firm commitment may be extended
in such manner as the Commissioner
may prescribe.

(d) Reopening of expired commit-
ments. An expired conditional or firm
commitment may be reopened If a request
for reopening is received by the Com-
missioner within 90 days of the expira-
tion of the commitment. The reopening
request shall be accompanied by a fee
of 50 cents per thousand dollars of the
amount of the expired commitment. If
the reopening request is not received
by the Commissioner within the required
90-day period, a new application, ac-
companied by the required application
and commitment fee, must be submitted.
§ 220.555 Inspection fee.

The firm commitment may provide for
the payment of an inspection fee in an
amount not to exceed $5 per thousand
.dollars of the commitment. If an inspec-
tion fee is required, it shall be paid as
follows:

(a) If the case involves the insurance
of advances, It shall be paid at the time
of initial endorsement.

(b) If the case Involves insurance
upon completion, it shall be paid prior
to the date construction is begun.
§ 220.560 Fees on increases.

(a) Increase in firm commitment prior
to endorsement. An application, filed
prior to initial endorsement (or prior
to endorsement in a case involving in-
surance upon completion), for an in-
crease in the amount of an outstanding
firm commitment shall be accompanied
by a combined additional application and
commitment fee. This combined addi-
tional fee shall be in an amount which
will aggregate $3 per thousand dollars
of the amount of the requested increase.
If an inspection fee was required in the
original commitment, an additional In-
spection fee shall be paid in an amount
computed at the same dollar rate per
thousand dollars of the amount of in-
crease in commitment as was used for the
inspection fee required in the original
commitment. When insurance of ad-
vances is involved, the additional inspec-
tion fee shall be paid at the time of
initial endorsement. When insurance up-
on completion is involved, the additional
inspection fee shall be paid prior to the
date construction is begun or if construc-
tion has begun, it shall be paid with the
application for increase.

(b) Increase in loan between initial
and final endorsement. Upon an applica-
tion, filed between initial and final en-
dorsement, for an increase in the amount
of the loan, either by amendment or by

substitution of a loan, a combined addi-
tional application and commitment fco
shall accompany the application. This
combined additional fee shall be in an
amount which will aggregate $3 per
thousand dollars of the amount of the
increase requested. If an inspection fee
was required in the original commitment,
an additional inspection fee shall ac-
company the application in an omount
not to exceed $5 per thousand dollars of
the amount of the increase requested.
§ 220.561 Refund of feez.

If the amount of the commitment Is-
sued or increase in loan granted is less
than the amount applied for, the Com-
missioner shall refund the excesm amount
of the application and commitment fees
submitted by the applicant. If an appli-
cation is rejected before It Is assigned for
processing, or in such other instances as
the Commissioner may determine, the
entire application and commitment fees
or any portion thereof may be returned
to the applicant. Commitment, inspec-
tion and reopening fees may be refunded,
in whole or in part, if it is determined by
the Commissioner that the improvements
or financing of the project have been
prevented because of condemnation pro-
ceedings or other legal action taken by a
governmental body or public agency, or
in such other Instances as the Commis-
sioner may determine.
§ 220.562 Charges by lender.

The lender may collect from the bor-
rower the amount of the fees provided for
in §§ 220.550 et seq. The lender may
also collect from the borrower an Initial
service charge in an amount not to ex-
ceed 2 percent of the original principal
amount of the loan to reimburse the
lender for the cost of closing the trans-
action. Any additional charges shall be
subject to prior approval of the
Commissioner.
§ 220.563 Eligible lenders.

Lenders meeting the applicable eligi-
bility qualifications and requirements
contained in §§ 203.1-203.4 or 203.6 of
this chapter shall be eligible for insur-
ance of project Improvement loans under
§ 220.550 et seq.
§ 220.564 Note and security form.

The lender shall present for insurance
a note and security Instrument on forms
approved by the Commissioner for use in
the jurisdiction in which the property
to be Improved Is located.
§ 220.565 Disbursement of proceeds.

Prior to final endorsement, the entire
principal amount of the note shall have
been disbursed to the borrower or to his
creditors for his account and with his
consent.
§ 220.570 Loan multiples.

The loan shall involve a principal obli-
gation in multiples of $50.
§ 220.571 Method of loan payment.

The loan shall provide for monthly
payments on the first day of each month
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on account of Interest and principal and
shall provide for payments iln.accordance
with the amortization plan as agreed
upon by the borrower, the lender and
the Commissioner.
§ 220.572 Date of first payment to prin-

cipal.
The Commissioner shall estimate the

time necessary to complete the Improve-
ments to the project and shall establish
the date of the first payment to principal
so that the lapse of time between com-
pletion of the improvements and com-
mencement of amortization will not be
longer than necessary to obtain sustain-
ing occupancy.

§ 220.573 Maturity of loan.
The loan shall have a maturity satis-

factory to the Commissioner not less
than 5 or more than 20 years from the
date of the beginning of amortization
or three-quarters of the Commissioner's
estimate of the remaining economic life
of the structure, whichever is the lesser.
§ 220.574 Loan amortization period.

The loan shall have an amortization
period of either 5, 10, 15 or 20 years by
providing for either 60, 120, 180 or 240
monthly amortization payments.
§ 220.575 Maximum loan amounts.

(a) The loan shall not exceed:
(1) The Commissioner's estimate of

the cost of the improvements or $12,000
per family unit, whichever is the lesser;
or

(2) An amount which, when added to
any outstanding indebtedness related to
the property, creates a total outstanding
indebtedness which does not exceed the
limits prescribed in §§ 220.506, 220.507,
and 220.508 for mortgages on properties
of the same type other than new con-
struction; or

(3) Where the proceeds are to be used
for the purposes indicated in § 220.601
(a) (2), an amount which when added
to the aggregate principal balance of any
outstanding insured project improve-
ment loans which were obtained for the
purposes indicated in § 220.601(a) (2)
creates the aggregate indebtedness for
such purposes of not to exceed $12,000.

(b) In any geographical area where
the Commissioner finds cost levels so re-
quire, he may increase by not to exceed
45 percent the per family unit limita-
tions set forth in paragraphs (a) (1) and
(3) of this section.
§ 220.576 Maximum interest rate.

(a) The loan shall bear interest at-the
rate agreed upon by the lender and the
borrower, which rate shall not exceed 7
percent, except that where a letter invit-
ing submission of an application for com-
mitment was issued by the Secretary be-
fore February 18, 1971, or an application
for commitment was received by the Sec-
retary before February 18, 1971, the loan
may bear interest at the maximum rate
in effect at the time of issuance of the
letter or receipt of the application.

(b) Interest shall be payable in
monthly installments on the principal

amount of the loan outstanding on the
due date of each instAllment.

§ 220.577 Eligibility of title.
When the principal amount of the

loan exceeds $40,000, in order for the
mortgaged property to be eligible for in-
surance, the Commirioner shall deter-
mine that the title to the property Is
veste4 in the borrower as of the date the
security instrument is filed for record.
The title evidence will be examined by
the Commissoner and the endorsement
of the credit instrument for insurance
shall be evidence of Its acceptability.
§ 220.580 Title evidence.

'When the principal amount of the loan
exceeds $40,000, the lender, without ex-
pense to the Commissioner, rhall furnish
to the Commissioner a policy of title in-
surance as provided in paragraph (a) of
this section or if the lender Is unable
to furnish such policy'for reasons satis-
factory to the Commisloner, the lender
without expense to the Commissioner,
shall furnish such evidence of title as
provided in paragraph (b) of this sectIqn
as the Commissioner may require. The
following are the requirements covering
the title Insurance and abstract of title:

(a) The policy of title insurance shall
be issued by a company and In a form
satisfactory to the Commissioner. The
policy shall name as the insureds the
lender and the Secretary of Housing and
Urban Development, as their respective
interests may appear. The policy shall
provide that upon acquisition of title by
the lender or the Secretary, It will be-
come an owner's policy running to the
lender or the Secretary, as the case may
be.

(b) The abstract of title shall be
satisfactory to the Commissioner, pre-
pared by an abstract title company or
an individual engaged in the business of
preparing abstracts of title, accompanied
by a legal opinion satisfactory to the
Commi ioner, as to the quality of such
title, signed by an attorney at law exper-
ienced In the examination of titles.
§ 220.581 Security instrument to cover

entire property.
The security Instrument shall cover

the entire property included in the hous-
ing- project.
§ 220.582 Covenant against liens,

The security instrument shall contain
a covenant against the creation by the
borrower of liens against the property
superior to the lien of such instrument.
§,220.583 Accumulation of next pro-

mium.
The security instrument shall provide

for payments by the borrower to the
lender on each interest payment date of
an amount sufMlent to accumulate in
the hands of the lender one payment
period prior to Its due date the next
annual Insurance premium payable by
the lender to the Commissloner. Such
payments shall continue only so long as
the contriact of insurance shall remain
in effect.

§ 220.584 Accumulation of other items.
'When the principal amount of the

loan exceeds $200.000. the Commissioner
may require that the security Instru-
ment provide for such equal monthly
payments by the borrower to the lender
as will amortize the ground rents, If any,
and the estimated amount of all taxes,
water rates and special assessments, if
any, and fire and other hazard insurance3
premiums, within a period ending one
month prior to the date on which the
Items became delinquent. The security
instrument shall further provide that
such payments shall be held by the
lender for the purpose of payinz such
gromd rents, taxes, water rates, assws-
ments, and insurance premiums before
the same become delinquent. The secu-
rity instrument shall also make provi-
sion for an adjustment in case the
estimated amount of such taxes, water
rates, assments and Ins nce pre-
miums shall prove more, or less than the
actual amount thereof so paid by the
borrower.
§ 220.585 Application of payments.

(a) The security instrument shall
provide that all monthly payments to
be made by the borrower shall be added
tozether and this aggregate amount
shall be paid by the borrower upon each
monthly payment date in a single pay-
ment. The lender shall apply the pay-
ment to the following Items In the order
setforth:

(1) Premium charges under the con-
tract of insurance;

(2) Interest on theloan;
(3). Amortization of the princlp3l of

the loan;
(b) 'When the principal amount of

the loan exceeds $200,000 and the secu-
rIty instrument provides for the accu-
mulation of the Items enumerated in
§ 220.584 the lender shall apply the pay-
ments received from the borrower in the
following order:

(1) Premium charges under the con-
tract of Insurance;

(2) Ground rents, taxes, special as-,
rezzments and fire and hazard insurance
premiums;

(3) Interest on the loan;
(4) Amor[tion of the princlp33 of

the loan;
Cc) Any deficiency in the amount of

any monthly payments required under
paragraph (a) or (b), shall constitute
an event of default and the loan shAll
further provide for a grace period of 30
days within which time the default must
ba cured.
§ 220.590 Prepaymentprivilege and pre-

payment charge.
(a) rcpamcnt 2f"Itege. (1) The

security Instrument shall contain a pro-
viion permItftng prepayment of the-
loan In. whole or In part upon any In-
terezs payment date after giving to the
lender 30 days' advance written notice.

(2) If the loan exceeds $200,000 it
may contain a provision for a charge in
the event of prepayment of principal
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as may be agreed upon between the bor-
rower and -lender. The borrower shall
be permitted to prepay up to 15 percent
of the original principal amount of the

'loan in any one calendar year without
any additional charge.

(b) Prepayment under cost certifica-
tion. Any reduction In the original
principal amount of the loan resulting
from the certification of the cost re-
quirements of §§ 220.620-220.625, and
220.630 shall not be construed as a pre-
payment of the mortgage permitting the
imposition of any penalty or charge.
§ 220.592 Late charge.

The loan may provide for the collec-
tion by the lender of a late charge, not
to exceed 2 cents for each dollar of each
payment to interest or principal more
than 15 days in arrears, to cover the
expense involved in handling delinquent
payments. Late charges shall be sep-
arately charged to and collected from
the borrower and shall not be deducted
from any aggregate monthly payment.

§ 220.593 Certificate regarding use for
transient or hotel purposes.

The borrower shall certify under oath,
that so long as the'loan Is ifisured by
the Commissioner, the borrower will not
rent, permit the rental or permit the of-
fering for rental of the housing, or any
part thereof, covered by such loan for
transient or hotel purposes. For the
purpose of this certificate, the term
rental for transient or hotel purposes
shall mean:

(a) Rental for any period less than
30 days; or

(b) Any rental, if the occupants of the
housing accommodations are provided
customary hotel services such as room
service for food and beverages, maid
service, furnishing and laundering of
linens and bellboy service.
§ 220.594 Zoning, deed or building re-

strictions.
The project when rehabilitated shall

not violate any material zoning or deed
restrictions applicable to the project site,
and shall comply with all applicable
building and other governmental regu-
lations.
§ 220.595 Certificate of nondiscrimina-

tion by borrower.
The borrower shall certify to the Com-

missioner as to each of the following
points:

(a) That neither he (it), nor anyone
authorized to act for him (it), will re-
fuse to sell or rent, after the making of
a bona fide offer, or refuse to negotiate
for the sale or rental of, or otherwise
make unavailable or deny the property
covered by the security instrument to any
person because of race, color, religion, or
national origin.

(b) That any restrictive covenant on
such property relating to race, color,
religion, or national origin is recognized
as being illegal and void and is hereby
specifically disclaimed.

(c) That civil action for preventative
relief may be brought by the Attorney
General in any appropriate U.S. District
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Court against any person responsible for
a violation of this certification.
§ 220.600 Covenant relating to use of

property.
When the principal amount of the

loan exceeds $40,000, the security Instru-
ment shall contain a covenant prohibit-
ing the use of the property covered
thereby for any purpose other than that
for which it was intended, at the date
the loan was executed.
§ 220.601 Use of proceeds.

(a) The proceeds of the loan shall be
used only for the following purposes:

(1) To finance improvements that re-
sult in or are in connection with the
conservation, repair, restoration or re-
furbishing of the basic livability or
utility of an existing structure, includ-
ing the property on which the structure
is located, or in the conversion, altera-
tion, enlargement, remodeling, or ex-
pansion of such structure, including a
change in the living accommodations or
the number of family dwelling units
located therein.

(2) To pay that part of the cost of
the construction or Installation of side-
walks, curbs, gutters, street paving,
street lights, sewers, or other public im-
provements, adjacent to or in the vi-
cinity of the borrower's property, which
is assessed against the borrower or for
which he is otherwise legally liable as
the property owner.

(b) No loan proceeds shall be used
to finance individual equipment items
except those relating to heating, ven-
tilating or plumbing or those Items deter-
mined by the Commissioner to be neces-
sary and incident to improvemehits as
outlined in paragraph (a).

(e) The structure in connection with
which the improvements are to be made
shall:

(1) Constitute a structure which Is
used or will be used, upon completion
of the improvements, primarily for resi-
dential purposes by five or more families;
and

(2) Be located in one of the urban
renewal areas specified in § 220.502; and

(3) Have been constructed not less
than ten years prior to the date of the
application for commitment unless, as
determined by the Commissioner, the
proceeds of the loan are or will be used
primarily for major structural improve-
ments, or to correct defects which were
not known at the time of the completion
of the structure or which were caused
by fire, flood, windstorm or other cas-
ualty.

§ 220.602 Nature of borrower's owner-
ship.

To'be eligible for insurance, the prop-
erty to be improved shall be held by the
borrower in fee simple, or on leasehold
under a lease for not less than 99 years
which is renewable, or under a lease with
an expiration date in excess of 10 years
later than the maturity date of the loan.
§ 220.603 Supervision by Commissioner.

The Commissioner may regulate and
restrict the borrower as long as the Coin-

missioner is the Ins rer, holder or re-
insurer of the loan. Such regulation
or restriction may be in the form of a
regulatory agreement, corporate charter
or such other means as the Commis.
stoner approves.
§ 220.610 Commitments to inure.

(a) Conditions of commitment. Upon
approval of an application for In-uraneo,
a commitment shall be Issued by the
Commissioner setting forth the terms
and conditions upon which the loan will
be Insured.

(b) Insurance of advances. When
the principal amount of the loan e-
ceeds $40,000, the commitment may pro-
vide for the insurance of advanceo o1
loan money made during the construc-
tion of the improvements.

(c) Insurance upon completion. Tho
commitment may provide for the insur.
ance of the loan after completion of the
improvements.

(d) Renewal of commitment. The
commitment may be renewed or ex-
tended in such manner as the Commis.
sioner may, specify.
§ 220.611 Buildingloan agreement.

When the principal amount of the
loan exceeds $40,000, and there Is to bo
insurance of advances during construc-
tion of the improvements, the borrower
and lender shall, prior to the Initial
endorsement of the loan for insurance,
execute a building loan agreement, ap-
pyoved by the Commissioner, setting
forth the terms and conditions under
which progress payments may be ad-
vanced during construction. To be cov-
ered by mortgage Insurance, each
progress payment shall be approved by
the Commissioner.
§ 220.612 Assurance of completion.

(a) When the principal amount of the
loan exceeds $40,000, assurance of com-
pletion satisfactory to the Commissioner
shall be furnished in an amount of at
least 10 percent of the cost of the con-
struction of the improvemento to tho
project as estimated by the Commils-
stoner and shall be in one of the follow-
ing forms:

(1) A bond of a surety company sat-
isfactory to the Commissioner on the
standard form prescribed by the Com-
missioner with the borrower and lender
as joint obligeez.

(2) An escrow deposit with the lender
or with a depository satisfactory to the
lender and the Commissionor of cavh or
securities of, or fully guaranteed as to
principal and interest by, the United
States of Amertpa, under P completion
assurance agreement prescribed by the
Commissioner.

(b) The mortgagee may accept, in
lieu of a cash deposit required by para-
graph (a) of this section, an uncondi-
tional irrevocable letter of credit Isued
to the mortgagee by P banking Institu-
tion. In the event a demand under the
letter of credit Is not Immediately met,
the mortgagee shall forthwith provide
cash equivalent to the undrawn balanco
thereunder.
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§ 220.614 Prevailing wage requirements.

When the pr6perty to be improved
consists of a dwelling or dwellings for
twelve (12) or more families, the follow-
Ing requirements shall be met:

(a) Labor standards. Any contract or
subcontract executed for the perform-
ance of constructing the improvements
to the project shall comply with all ap-
plicable labor standards and provisions
of the Regulations of the Secretary of
Labor (29 CPR 5.1-5.12).

(b) Ineligible contractors. No con-
tract shall be entered into with a gen-
eral contractor or any subcontractor for
the construction of improvements, if
such contractor or any subcontractor or
any firm, corporation, partnership or as-
sociation in which such contractor or
subcontractor has a substantial interest
is included on the ineligible list of con-
tractors or -subcontractors established by
the Commissioner or by the Comptroller
General pursuant to the Regulations of
the Secretary of Labor (29 CFR 5.6(b) ).

(c) Ineligi-ble advances. Unless ap-
proved by the Commissioner, no advance
under the loan shall be eligible for insur-
ance after notification from the Commis-
sioner that the general contractor or any
subcontractor or any firm, corporation,
partnership or association in which such
contractor or subcontractor has a sub-
stantial interest was, on 'the date the
contract or subcontract was executed, on
the ineligible list established by the
Commissioner or by, the Comptroller
General liursuant to the provisions of
the Regulations of the Secretary of
Labor (29 CFR 5.6(b)).

(d) Wage certificate. No advance un-
der the loan shall be eligible for insur-
ance unless there Is filed with the appli-
cation for such advance a certificate as
required by the Commissioner, certifying
that the laborers and mechanics em-
ployed in constructing the improvements
to the project involved have been paid
not less than the wages prevailing in
the locality In which the work was per-
formed for the corresponding classes of
laborers and mechanics employed on
construction of a similar character, as
determined by the Secretary of Labor
prior to the beginning of construction
and after the date of filing of the appli-
cation for insurance.
§ 220.615 Discrimination prohilted.

Any contract or subcontract ex-
ecuted for the performance of construct-
ing the improvements to the project shall
provide that there shall be no discrimi-
nation against any employee or applicant
for employment because of race, color,
creed or national origin.

§ 220.616 Cost certification require-
ments; loans $200,000 or less.

When the principal amount of the loan
is $200,000 or less the following provi-
sions shall apply:

(a) Certification agreement. The
lender shall submit with the application
for commitment an agreement on a form
prescribed by the Commissioner, exe-
cuted by the borrower and the lender, in
which:
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(1) The borrower agrees to execute,
upon completion of the improvements,
a certificate of the actual cost of the
improvements.

(2) The borrower and the lender agree
that if the actual cost of the improve-
ments is less than the amount author-
ized in the commitment, the amount of
the loan shall not exceed the actual cost
of the improvements, and that the
amount of the loan shall be further ad-
justed to the lowest $50 multiple where
the amount Is not in excess of $10,000,
or adjusted to the lowest $100 multiple
where the amount exceeds $10,000.

(b) Certificate and adlustmcnt. No
loan shall be Insured unless in accord-
ance with the agreement between the
borrower and the lender.

(1) The required certification of ac-
tual cost Is made by the borrower; and

(2) The amount of the loan Is ad-
justed to reflect the actual cost of the
improvements.

(c) Cost computatfon. The term "ac-
tual cost of the improvements" shall
mean the cost to the borrower of the im-
provements, after deducting the amount
of any kickbacks, Tebates, or trade dls-
count received In connection with the
improvements, and including:

(1) The amounts paid under any con-
tract for the improvements, labor, ma-
terials, and for any other items of ex-
pense approved by the Commissioner;
and

(2) A reasonable allowance for con-
tractor's profit, in an amount approved
by the Commissioner, where the Com-
missioner determines that there Is an
identity of interest between the borrower
and the contractor.
§ 220.618 Cost certification require-

ments; loans over $200,000.
When the principal amount of the loan

is over $200,000 the following provisions
shall apply:

(a) Certiflcation of cost requirements.
Prior to Initial endorsement of the loan
for insurance, the borrower, the lender
and the Commissioner shall enter Into
an agreement approved by the Commis-
sioner for the purpose of precluding any
excess of loan proceeds over the actual
cost of the improvements to the project.
Under this agreement the borrower shall
agree to:

(1) Disclose its relationship with the
builder, including any collateral agree-
ment, and with subcontractors and sup-
pliers;

(2) Enter into a construction contract
the terms of which shall depend on
whett~er or not there exists an Identity
of interest between the borrower and the
builder;

(3) Fxecute a certificate of actual
costs upon completion of the improve-
ments; and.

(4) Apply any excess of loan proceeds
over the actual cost to the borrower of
the improvements in reduction of the
outstanding balance of the principal of
the loan.

(b) Form of contract. The form of
contract between the borrower and the
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builder shall be in accordance with the
following:
(1) Lump sum contract. If the Com-

mIsioner determines that neither the
borrower nor any of the officers, directors
or stockholders of the borrower have any
interest In the builder or contractor,
there may be used a lump sum contract
providing for payment of a specified
amount

(2) Fixed fee contract. If the Com-
mvaizoner determines that the borrower,
its officers, directors or stockholders have
any interest, financial or otherwise In
the builder or contractor, the form of
contract shall provide for payment of
the actual cost of construction not to ex-
ceed an upzet price and may provide for
payment of a builder's fixed fee not
exceeding a reasonable allowance as es-
tablIshed by the Commissioner In ac-
cordance with customary practices in the
area.
(c) Certificate3 as to subcontracts. If

the Commissioner determines that the
borrower, its ofcers, directors or stock-
holders have any interest, financial or
otherwise, in any subcontractor or mate-
rial supplier, the borrower shall certify
In form prescribed by the Commissoner
prior to final endorsement of the loan for
insurance, that the amounts paid to
such subcontractor or material supplier
were not more than the rate prevailing
in the locality for similar type of labor
and materials.
(d) Certiflcate of actual cost. The

borrower's certificate of actual cost, In
form prescribed by the Commisoner,
shall be submitted upon completion of
the physical improvements to the satis-
faction of the Commissioner and prior to
final endorsement and shall show the
actual cost to the borrower of:
(1) The construction contract, includ-

ing all costs of construction under a
lump sum contract, after deduction of
any kickbacis, rebates, trade discounts,
or other similar payments to the bor-
rower corporation, or to any of Its offi-
cers, directors or stockholders;

(2) Archltect's fees:;
(3) Off-site publicutilities and streets

not Included in the general contract;
(4) Organizational and legal work;

and
(5) Other item of expense approved

by the Commissioner.
Ce) Fixed fee contract-additioral

certiflcation. When the work has ben
completed under a fixed fee contrac, the
borrower's certification shall also show:
(1) Allocations of general overhead

Items as are acceptable to the Commis-
sioner; and

(2) A reasonable allowance for the
bullder's profit as established by the
Commissioner.
(f Contractor's certification-f xed

fee contract. A contractor receiving a
fixed fee shall certify in form prescribd
by the Commissioner as to all actual
costs paid for labor, materials, and sub-
contract work under the general contract
exclusive of the builder's fee and less
any kickbacks, rebates, trade discounts,
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or other similar payments to the builder
or borrower corporation or any of Its
officers, directors or stockholders.

(g) Adlustment resulting from cost
certifjcation. If the principal obligation
of the loan exceeds the actual cost to the
borrower of the improvement, the loan
shall be reduced by the amount of such
excess prior to the final endorsement for
Insurance.

(h) Certificate of-rPublic accountant.
The certificates of actual cost shall be
supported by a certificate as to accuracy
by an independent Certified Public Ac-
countant or independent public account.
ant which shall include a statement that
the accounts, records and supporting
documents have been examined In ac-
cordance with generally accepted audit-
Ing standards to the extent deemed
necessary to verify the actual costs.
§ 220.630 Records.

The borrower shall keep and maintain
adequate records of all costs of any con-
struction improvements or other costs
items not representing work under the
general contract and shall require the
builder to keep similar records and, upon
request by the Commissioner, shall make
available for examination such records,
including any collateral agreements.
§ 220.632 Effects of agreement.

Any agreement, undertaking, state-
ment or certification required in connec-
tion with cost certification shall specifi-
cally state that it has been made, pre-
sented and delivered for the purpose of
influencing an official action of the Com-
missioner and may be relied upon as a
true statement of the facts contained
therein.
§ 220.633 Cost certification incontest-

able.
Upon the Commissioner's approval of

the borrower's certification, such certifi-
cation shall be final and incontestable
except for fraud or material misrepre-
sentation on the part of the borrower.

Subpart D-Contract Rights and
Obligations-Projects

PROJECT MORTGAGE INSURANCE-

§ 220.751 Incorporation by reference.
(a) All of the provisions of Subpart B,

Part 207 of this chapter, covering mort-
gages insured under section 207 of the
National Housing Act, apply with full
force and effect to multifamily project
mortgages insured under section 220 of
the National Housing Act, except the
following provisions:
Sec.
207.259 Insurance benefits.
207.256b Modification of mortgage terms.

(b) For the purposes of the portion of
this subpart, covering multifamily proj-
ect mortgages, all references in Part
207 of this chapter to section 207 of the
National Housing Act shall be deemed
to refer to section-220 of the National
Housing Act.

§ 220.753 Forbearance relief.
(a) In a case where the mortgage is

In default, the mortgagor and the mort-
gagee may enter into a forbearance
agreement for the reduction or suspen-
sion of regular mortgage payments for a
specified period of time, if the following
requirements are met:

(1) The mortgage was endorsed for
insurance on or after July 7, 1961.

(2) The Commissioner determines
that the default was due to circumstances
beyond the mortgagor's control and that
the miortgage probably will be restored
to good standing within a reasonable
period of time and evidences such deter-
mination by written approval of the for-
bearance agreement.

(b) The time specified in § 207.258(a)
of this chapter, within which a mort-
gagee shall give the Commissioner
written notice of its intention to file an
insurance claim, shall be suspended for
the period of time specified in the for-
bearance7 agreement as long as the mort-
gagor complies with the requirements of
such agreement.

(c) If the mortgagor fails to meet the
requirements of a forbearance agreement
or to cure the default under the mort-
gage at the expiration of the forbear-
ance period, and such failure continues
for a period of 30 days, the mortgagee
shall notify the Commissioner of such
failure. Within 45 days thereafter, un-
less a modification or extension of the
forbearance agreement has been ap-
proved by the Commissioner, the mort-
gagee shall notify the Commissioner of
its election to file an insurance claim and
of its decision to either assign the mort-
gage to the Commissioner or, acquire and
convey title to the property to the Com-
missioner. If the mortgage is assigned to
the Commissioner, the special insurance
benefits prescribed in § 220.765 shall be
applicable.
§ 220.760 Payment of insurance bene-

fits.
All of the provisions of § 207.259 of

this chapter relating to insurance bene-
fits apply to multifamily project mort-
gages Insured under this subpart, except
that all of the insurance claim shall be
paid in cash unless the mortgagee files
a written request with the application
for payment In debentures. If such a
request is made, all of the claim shall be
paid by issuing debentures and by mak-
ing a cash payment adjusting any differ-
ences between the total amount of the
claim and the amount of the debentures
Issued.
§ 220.765 Special insurance benefits--

forbearance relief cases.
(a) Upon a failure of the mortgagor

to meet the requirements of a forbear-
ance agreement or to cure the default
under the mortgage at the expiration of
the forbearance period, the mortgagee
shall be entitled to obtain a special in-
surance payment in cash, in lieu of the
insurance benefits otherwise provided

under this subpart.. To receive the opecial
Insurance payment, the mortgagee shall
assign the mortgage to the Comrmissioner
in compliance with the requirements of
§ 207.258(b) of this chapter.

(b) The special insurance benofito to
the mortgagee shall be a cash payment
computed In accordance with § 207.259
(b) of this chapter, except that in lieu
of the allowance for debenture Interest
In § 207.259(b) (1) (U1) of this chapter,
the payment shall include the amount
of the unpaid accrued mortgage interest
computed to the date the assignment
of the mortgage to the Commhusioner is
filed for record. In addition, there chaml
be Included In the cash payment an
amount equivalent to the debenture in-
terest which Would have been earned
from the date the mortgage assignment
was filed for record to the date the pay-
ment is made; except that when the
mortgagee fails to meet any of the ap-
plicable requirements of § 207.258(b) of
this chapter and § 220.753(c) within the
specified times and in a manner satis-
factory to the Commissioner (or within
such further time as the Commissioner
may approve In writing), such debenturo
Interest allowance shall be computed
only to the date on which the particular
required action should have been taken,

INsUr.Rn PooJrCT Ir=novEnLEV LoAus
§ 220.800 Definition.
All of the definitions contained In

§ 220.550 shall apply to §§ 220.800 ot seq.
In addition the following termo shall
have the meaning Indicated:

(a) "Contract of insurance" mens
the agreement evidenced by the endorse-
ment of the Commissioner upon the note
given In connection with an inured loan,
incorporating by reference the regula-
tions in §§ 220.800 et seq. and the ap-
plicable provisions of the Act.

(b) "baturity" means the date on
which the loan Indebtedness would be
extinguished if pald in accordance with
periodic payments provided for in the
loan.
§ 220.801 Initial insurance endorce-

ment.
The Commissioner shall indicate his

insurance of the loan by endorsing the
original credit instrument and identify-
Ing the section of the Act and the regula-
tions under which the loan Is insured
and the date of insurance.

§ 220.802 Final inurnnco endorseent.
When all advances of loan proceeds-

have been made, and all the terms and
conditions of the comnltment have been
complied with to the satisfaction of the
Commissioner, he shall indicate on the
original credit instrument the total of
advances he has approved for insurance
and again endorse such instrument.
§ 220.803 Effect of insurance endorse.

ment.
From the date of initial endorsement,

the Commissioner and the lender shall
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be bound by the provisions of this sub-
part to- the same extent as if they had
executed a contract including the provi-
sions of this subpart and the applicable
sections of the Act.
§ 220.804 Insurance premiums.

-(a) First premium. The lender, upon
the initial endorsement of the loan for
insurance, shall pay to the Commissioner
a first loan Insurance premium equal to
one-half of one percent of -he original
face amount of the note.

(b) Second Premium; first payment
more than one %ear following initial en-
dorsement. If the date of the first prin-
cipal payment is more than one year fol-
lowing the date of initial insurance
endorsement, the lender, upon the anni-
versary of such insurance date, shall pay
a second premium equal to one-half of
one percent of the original face amount
of the loan.

(c) Third premium. On the date of
the first principal payment, the lender
shall pay a third premium equal to one-
half of one percent of the average out-
standing principal obligation of the note
for the following year which shall be
adjusted so as to accord with such date
and so that the aggregate of the three
premiums shall equal the sum of (1) one
percent of the average outstanding prin-
cipal obligation of the note for the year
following the date of initial Insurance
endorsement and (2) one-half of one
percent per annum of the average out-
standing principal obligation of the note
for the period from the first anniversary
of the date of initial Insurance endorse-
ment to one year following the date of
the first principal payment.

(d) Second premium; first payment
one year or less following initial endorse-
ment. If the date of the first principal
payment is one year, or less than one
year following the date of Initial insur-
ance endorsement, the lender upon such
first principal payment date, shall pay a
second premium equal to one-half of one
percent of the average outstanding prin-
cipal obligation of the note for the
following year which shall be adjusted
so as to accord with such date and so
that the aggregate of the said two pre-
miums shall equal the sum of (1) one
percent per annum of the average out-
standing principal obligation of the note
for the period from the date of initial
Insurance endorsement to the date of
first principal pay~ment and (2) one-half
of one percent of the average outstand-
ing principal obligation of the note for
the year following the date of the first
principal Payment.

(e) Second premium; commitment to
insure upon completion. 'Where the note
is initially and finally endorsed for in-
surance pursuant to a Commitment to
Insure Upon Completion, the lender on
the date of the first principal payment
shall pay a second premium equal to one-
half of one percent of the average out-
standing principal obligation of the note
for the year following such first principal
payment date which shall be adjusted

so as to accord With such date and co
that the aggregate of the said two pre-
miums shall equal the sum of one-half
of one percent per annum of the average
outstanding principal obligation of the
note for the period from the date of the
Insurance endorsement to one year fol-
lowing the date of the first principal
payment.

(f) Annual insurance premium. Un-
til the note Is paid in full, or until the
loan is assigned to the Commlsdoner, or
until the contract of insurance Is other-
wise terminated with the consent of the
Commissioner, the lender, on each anni-
versary of the date of the first principal
payment shall pay an annual loan insur-
ance premium equal to one-half of one
percent of the average outstanding prin-
cipal obligation of the loan for the year
following the date on which such pre-
mium becomes payable.

(g) Method of premium, Payment.
Premiums shall be payable n cash or in
debentures at par plus accrued interest.
All premiums are payable in advance and
no refund can be made of any portion
thereof except as hereinafter provided
In §§ 220.800 et seq.

(h) Calculation of Premiums. The
premiums payable on and after the date
of the first principal payment chall be
calculated in accordance with the amor-
tization provisions without takin into
account delinquent payments or pre-
payments.
§ 220.805 Termination of insurance.

(a) Prepayment in full. The contract
of insurance shall be terminated If the
loan is paid In full prior to Its maturity.
Notice of the prepayment shall be given
to the Commissioner, on a form pre-
scribed by the Commissioner, within 30
days from the date of the prepayment.
The insurance termination shall become
effective as of the date of the prepay-
ment.

Cb) Voluntary termination. The con-
tract of insurance shall ba, voluntarily
terminated upon receipt by the Commis-
sioner of a written request, on a form
prescribed by the Commissoner, by the
borrower and the lender for such termi-
nation, accompanied by a submL=1on of
the orginal credit instrument for cancel-
lation of the Insurance endorement and
the remittance of all sums to which the
Commissioner Is entitled. The termina-
tion shall become effective as of the date
these requirements are met.
§ 220.806 Pro rata refund of insurance

premium.
Upon termination of loan insurance

contract by a payment in full or by a
voluntary termination, the Commisioner
shall refund to the lender for the account
of the borrower an amount equal to the
pro rata portion of the current annual
loan insurance premium theretofore paid
which is applicable to the portion of the
year subsequent to the date of the pre-
payment or the effective date of the vol-
untary termination of the contract of
insurance.

§ 220.010 Definition of default.
(a) If the borrower falls to make any

payments due under or provided to be
paid by the terms of the note or security
Instrument and such default continues
for a period of 30 days, the note or se-
curity Instrument shal be considered in
default for the purpo-es of §§ 220.800
et seq.

(b) The failure to perform any other
covenant under the note or security in-
strument shall be considered a, default,
provided the lender because of such de-
fault, has exereised Its right under the
note or security Instrument and acceler-
ated the debt.

(c) If such defaults as defined in
paragraphs (a) and (b) of this section
continue for a period of 30 days, the
lender shal be entitled to receive
the benefits of insurance hereinafter
provided.
§ 220.811 Date of default.

For the purposes of §§ 220.800 et sq.,
the date of default shal be considered
as:

(a) The date of the first uncorrected
failure to perform a covenant or obliga-
tion under the note or security Instn-
ment; or

(b) The date of the first failure to
ma'ke a monthly payment which sub-
scquent payments by the borrower are
Insufflclent to cover when applied to the
overdue monthly payments in the order
Inwhich they bcame due.
§220.812 Notice of defnuh.

(a) If the default as defined in
1220.810 Is not cured within the 30 day
grace period, the lender shall, within 30
days thereafter, notify tile Commissioner
In wrlting of such default.

(b) The lender shal give notice in
writing to the Commlssioner of the
failure of the borrower to comply with
any comenant or obligation under the
recurity instrument or note regardless
of the fact the lender may not have
elected to accelerate the debt
§ 220.813 Commissione's right to re-

quiro acceleration.
Upon receipt of notice of the failure

of the borrower to comply with any
covenant or obligation under the, se-
curity Instrument or note, or otherwise
being apprised thereof, the Cemmis-
slo= reserves the right to require the
lender to accelerate payment of the out-
standing principal b-lrce due in order
to protect the interests of the Federal
Housing CommLt-_oner.
§ 220.814 Election of action.

Mnere a real estate mortgage, deed of
trut, conditional sales contract, chattel
mortg-age, lien, Judg-ment, or any other
czcurlty device has b en us-d to sacure

the payment of a loan made under the
provisions of this s ection, the lender may
not, e-cpt with the approval of the
Commissioner, both proceed against such
security and also make claim under its
contract of Insumance, but shall elect
which methd It deires topursue.
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§ 220.820 Maximum claim period.
Notice of intention to file claim on a

form prescribed by the Commissioner
shall be filed within 45 days after the
lender becomes eligible for the benefits
of the loan insurance, or within such
later time as may be agreed upon by the
Commissioner in writing.
§ 220.821 Items to be fled on sub-

mitting claim.
Within 30 days after the filing of the

notice of intention to file claim, or within
such further period as may be agreed
upon by the Commissioner in writing,
the lender shall file with the Commis-
sioner:

(a) The fiscal data pertaining to the
loan transaction;

(b) Receipts covering all disburse-
ments as required by the fiscal data
form;

(c) The original note and any security
Instrument or instruments which shall
be assigned to the Commissioner without
recourse or warranty, except that the
lender must warrant that no act or omis-
sion of the lender has impaired the
validity and priority of such security in-
strument or instruments, that the se-
curity instrument or instruments are
prior to all mechanics' and material-
men's liens filed of record subsequent to
the recording of such security Instru-
ment or instruments regardless of
whether such liens attached prior to such
recording date, and prior to all liens and
encumbrances which may have attached
or defects which may have arisen sub-
sequent to the recording of such security
instrument or instruments, except such
liens or other matters as may be ap-
proved by the Commissioner, that the
amount stated in the instrument of as-
signment is actually due and owing un-
der the security instrument or instru-
ments, that there are no offsets or
counter claims thereto, and that the
lender has a good right to assign such
note and security instrument or instru-
ments;

(d) All hazard Insurance policies held
on property serving as security for the
loan, together with a copy of the lender's
notification to the carrier authorizing
the amendment of the loss payable
clause substituting the Commissioner as
the holder of the security instrument;

(e) The assignment to the Commis-
sioner of all rights and interests arising
under the note and security Instrument
or instruments so in default, and all
claims of the lender against the bor-
rower or others arising out of the loan
transaction;

(f) All policies of title or other-in-
surance or surety bonds, or other guar-
antees and any and all claims there-
under; including evidence satisfactory to
the Commissioner that the original title
coverage has been extended to include
the assignment of the note and security
instrument or Instruments to the Com-
missioner.

(g) Any property held by the lender
or its agents or to which it is entitled
and, if payment is requested in deben-
tures, any cash held by the lender or

its agents or to which it is entitled, In-
cluding deposits made for the account
of the borrower, and which have not
been applied in reduction of the prin-
cipal of the mortgage indebtedness;

(h) All records, ledger cards, docu-
ments, books, papers and accounts re-
lating to the loan transaction;

(I) Any additional information or data
which the Commissioner may require.
§ 220.822 Claim computation; items in-

cluded.
(a) Assignment of loan. Upon an ac-

ceptable assignment of the note and
security instrument, the Commissioner
shall pay the claim of the lender in an
amount equal to the unpaid principal
balance of the loan plus:

(1) Any accrued interest 'due as of
the date of execution of the assignment
of the loan to the Commissioner.

(2) Any advances approved by the
Commissioner made previously by the
lender under the provisions of the note
of security instrument or Instruments.

(3) Reimbursement for such reason-
able collection costs, court costs, and
attorney's fees as may be approved by
the Commissioner.

(4) Reimbursement for premiums
paid on any hazard insurance policies
held bn the property.

(5) If payment is made in cash, an
amount equivalent to the debenture
interest which would have been earned
as of the date insurance settlement oc-
curs, except that when the lender falls
to meet any one of the applicable re-
quirements of §§ 220.812, 220.820, and
220.821 within the specified time (or
within such further time as the Com-
missioner may approve in writing), the
debenture interest shall be computed
only to the date to which the particular
action should have been taken or to
which it was extended.

(b) Method of payment. Payment of
claim shall be made in the following
manner:

(1) Payment in cash. Unless a writ-
ten request for payment in debentures
is filed with the application, payment
shall be made In cash.

(2) Optional payment in debentures.
Payment shall be made in debentures
upon filing a written request with the
application.
§ 220.823 Claim computation; items de-

ducted.
If the lender is to receive payment in

cash, there shall be deducted from the
total of the added items in § 220.822 the
following:

(a) Any balance of the loan not ad-
vanced to the borrower;

(b) Any cash held by the lender or
its agents or to which It is entitled; In-
cluding deposits made for the account
of. the borrower and which have not been
applied In reduction of the principal
obligation under the note and security
instrument or instruments..
§ 220.830 Debenture interest rate.

Debentures shall bear interest from the
date of issue, payable semiannually on

the first day of January and the first doy
of July of each year at the rate in effect
as of the date the commitment was Is-
sued, or as of the date the loan was en-
dorsed for insurance, whichever rate Is
the higher. The following Interest ratei
are effective for the dates listed:

Effcetlve rate (prccnt) On or aftor- Prior t6-

.......... .. Jan. 1, l07 Ja. 1,19z1
&.................... Jlan 1, N19 July , 1O

........................ July 1, I Jan
------------ an. 1, 1970 July 1, 1IWO

July 1,1970 Jan. 1, 1971.............. Ja. 1,1971 July 1, 1971
5 ..... ---............... July 1, 1971..........

§ 220.832 Myaturity of debentures.
Debentures shall mature 10 years from

the date of issue.
§ 220.834 Registration of debentures.

Debentures shall be registered as to
principal and interest.
§ 220.836 Denomination of debenturco,

Debentures are available in denomi.
nations of $50, $100, $500, $1,000, $5,000,
and $10,000. The Commissioner shall
issue debentures in the largest available
denomincktions unless otherwise re-
quested by the lender.
§ 220.838 Redemption of debentures.

Debentures shall, at the option of the
Commissioner and with the approval of
the Secretary of the Treasury, be re-
deemable at par plus accrued interest on
any semiannual interest payment date on
three months' notice of redemption given
in such manner as the Commissioner
shall prescribe. The debenture interest
on the debentures called for redemption
shall cease on the semiannual interest
date designated in the call notice. The
Commissioner may include with the
notice of redemption an offer to purohaze
the debentures at par plus accrued in.
terest at any time during the period be-
tween the notice of redemption and the
redemption date. If the debentures aro
purchased by the Commissioner after
such call and prior to the named redemp.
tion date, the debenture interest shall
cease on the date of purchase.
§ 220.840 Issue date of debentures.

The debentures shall be Issued as of
the date of the execution of the aslgn-
ment of the loan to the Commilioner.
§ 220.842 Cash adjustment.

Any difference of less than $50 be-
tween the amount of debentures to be is-
sued to the lender and the total amount
of the lender's claim, as approved by
the Commissioner, shall be adjusted by
the Issuance of a check In payment
thereof.

§ 220.850 Assignment of insured loam,

(a) An Insured loan may not be trans-
ferred or pledged prior to the full dis-
bursement of the loan, except with the
prior written approval of the Commis-
sioner which approval may be subject to
such conditions and qualifications as the
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Commissioner may prescribe. Sub-
sequent to full disbursement such loan
may be* transferred only to a transferee
who is a lender approved by the Com-
missioner. Upon such transfer and the
assumption by the transferee of all ob-
ligations under the contract of insurance
the transferor shall be released from its
obligations under the contract of
Insurance.

(b) The contract of insurance shall
terminate with respect to loans described
-in paragraph (a) of this section upon
the happening of either of the following
events:

(1) The transfer or pledge of the in-
sured loan to any person, firm, or cor-
poration, public or private, other than
an approved lender.

(2) The disposal by a lender of any
partial interest in the Insured loan by
means of a declaration of trust or by a
participation or trust certificate or by
any other device, unless with the prioe
written approval of the Commissioner,
which approval may be subject to such
conditions and qualifications as the
Commissioner in his discretion may pre-
scribe: Provided, That this paragraph
shall not be applicable to any loan so
long as it is held in a common trust fund
maintained by a bank or trust company
exclusively for the collective investment
and reinvestment of moneys contributed
thereto by the bank or trust company in
its capacity as a trustee, executor or ad-
ministrator; and in conformity with the
rules and regulations prevailing -from
time to time of the Board of Governors
of the Federal Reserve System, pertain-
Ing to the collective investment of trust
funds: Provided further, That this para-
graph sbal not be applicable to any loan
so long as it is held in a common trust
estate adminstered by a bank or trust
company which is subject to the Inspec-
tion and supervision of a governmental
agency, exclusively for the benefit of
other banking institutions which are
subject to the inspection and supervision
of a governmental agency, and which
are authorized by law to acquire bene-
ficia interests in such common trust
estate, nor to any -loan transferred to
such a bank or trust company as trustee
exclusively for the benefit of outstanding
owners of undivided interest in the trust
estate, under the terms of certificates
issued and sold more than three years
prior to said transfer, by a corporation
which is subject to the inspection and
supervision of a governmental agency.

PART 221-LOW COST AND MODER-
ATE INCOME MORTGAGE INSUR-
ANCE

Subpart A-EIigibility Requirements-Low Cost
Homes

s-uF.Arcz U=r-n 221(d) (2)
See.
221.1
221.3
221.5
221.10

221.11

Incorporation by reference. -"
Definition of displaced family.
Mortgage form.
maximum mortgage amount-dollar

limitation.
Increased mortgage amount--high

co t areas.

Sec
221.12

221.20

221.21

221.25
221.30
221.32

221.35
221.40

221.45
221.60
221.54

221.55

221.60

RULES AND REGULATIONS
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four-family residence.

Maximum mortao amount-loan-
to-value limitation.

Maximum mortgago amount-li-
itatlons on refinancing.

Duo date of m .ortga.
Maturity of mortmge.
Begtinng of payments on mart-

gage.
Disbursement of mortrage amount.
Amortization period of the mort-

gage.
Mortgage obligation In multiples.
Mortgagor'ea inimum Investment.
Inclusion of closlg c=a and cx-

pensces In cas-hpayment.
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Eligibility requirement for low In-
come homeowne.
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221.65 Eligibility requiremants for low
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of family unit in condominlum.

Subpart B-Contract Rights and ObIlSotlens--
Low Cost Hcmes
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miuma and voluntary tcrmina-
tion charges.
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221.300

221.305

221.310
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221.104 Application for firm commitment.
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221.509b Transfer fe.
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Orzza ELIG3Lr MORTGAGES

See.
221.559' Eligibility of miscellaneous type

mortgages.
221.559a Eligibility of mortgages cov-

ering housing in certain
neighborhoods.

221.559b Eligibility for insurance under
section 221(j) of mortgage fl-
nancing purchase of existing
project by cooperative.

221.560 Eligibility of refinanced mortgages.
221.561 Reinsurance of Commissloner-held

mortgages.
Trr

221.562 Eligibility of title.
221.563 Title evidence.

ExTENsIoN Or T=
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221.749 Effect of amendments.

Subpart

221.761
221.755
221.760

221.761
221.762
221.763

221.770
221.775
221.780
221.785
221.790

D-Contract Rights and Obligations-
Moderate Income Projects
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First, second, and third premium.
Adjusted premium and termination

charges.
Forebearance relief.
Payment of insurance benefits.
Special insurance benefits--forbear-

ance relief cases
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Assignment option.
Option period.
Issuance of debentures.
Date of maturity of debentures.
Debenture interest rate.

AuTzoarrr: The provisions of this Part 221
issued under sec. 211, 52 Stat. 23, as amended,
see. 221, 68 Stat. 599, as amended; 12 U.S.O.
1715b, 17151.

Subpart A-Eligibility Require-
ments-Low Cost Homes

INSURMCE UNDER 221(d) (2)
§ 221.1 Incorporation by reference.

(a) All of the provisions of Subpart A,
Part 203 of this chapter concerning eli-
gibility requirements of mortgages cov-
ering one- to four-family dwellings
under section 203 of the National Hous-
ing Act apply to mortgages on dwellings
insured under section 221 of the Na-
tional Housing Act except the following
provisions:
Sec.
203.17 Mortgage provisions.
203.18 Maimum mortgage amounts.
203.19 Mortgagor's minimum investment.
203.28 Economic soundness of project.
203.40 Location of property.
203.42 Rental properties.
203.50 et seq. Insured home- improvement

loans.

(b) For the purposes of this subpart
all references in Part 203 of this chapter
to section 203 of the Act shall be con-
strued to refer to section 221 of the Act.
§ 221.3 Definition of displaced family.

As used in this subpart, the term "dis-
placed family" shall mean a family dis-
placed from an urban renewal area, or as
a result of governmental action, or as a
result of a disaster determined by the
President to be a major disaster.
§ 221.5 Mortgage form.

The mortgage shall be executed upon
a form approved by the Commissioner for

use in the jurisdiction In which the prop-
erty covered by the mortgage Is situated
and shall be a first lien upon property
that conforms with property standards
prescribed by the Commissioner.
§ 221.10 Maximum mortgage amount-

dollar limitation.
A mortgage executed by a mortgagor

who s an occupant of the property shall
not exceed:

(a) $18,000 for a one-family residence,
except that such amount may be in-
creased to $21,000 in the case of a family
with five or more persons.

(b) $24,000 for a two-family residence.
(c) $32,400 for a three-family risi-

dence.
(d) $39,60C for a four-family resi-

dence.

§ 221.11 Increased mortgage amount-
high cost areas.

In any geographical area where the
Commissioner finds cost levels so require,
the Commissioner may Increase the dol-
lar amount limitations set forth in
§ 221.10 to amounts not to exceed:

(a) $21,000 for a one-family residence,
except that such amount may be in-
creased to $24,000 in the case of a family
with five or more persons.

(b) $30,000 for a two-family residence.
(c) $38,400 for a three-family resi-

dence.
(d) $45,600 for a four-family resi-

dence.

§ 221.12 Eligibility limitations--two- to
four-family residences.

A mortgage secured by property upon
which there Is located a dwelling de-
signed principally for a two-, three-, or
four-family residence shall not be eligi-
ble for insurance under this section un-
less one of the dwelling units Is occupied
by the mortgagor.

§ 221.20 Maximum mortgage amount-
loan-to-value limitation.

In addition to meeting the dollar limi-
tations as set forth in this subpart, the
mortgage amount shall be limited as
follows:

(a) Occupant mrtgagors. (1) When
the mortgagor Is the occupant of the
property, themortgage shall not exceed:

(I) The Commissioner's estimate of
the appraised value 'of the property as
of the date the mortgage is accepted for
insurance, where repair and rehabilita-
tion is not involved; or

(ii) In the case of rehabilitation, the
amount of the mortgage shall not exceed
the sum of the estimated cost of repair
and rehabilitation and the Commis-
sioner's estimate of the value of the
property before repair and rehabilita-
tion.

(2) The limitations in subparagraph
(1) of this paragraph are applicable
only if:

(i) The application for Insurance Is
for the construction of a proposed dwell-
Ing which Is approved for mortgage in-
surance prior to the beginning of con-
struction; or

(1l) Construction was completed more
than 1 year preceding tho date of the
application for insurance; or

(Ill) The dwelling was approved for'
guaranty, insurance, or direct loan by
the Administrator of Veterans Affaim
prior to the be-Inning of constructon.

(3) If the conditions of subparagraph
(2) are not met, the amount of the mort-
gage shall not exceed 90 percent of the
amount computed under subparagraph
(1) of this paragraph.

(b) Nonoccupant mortgagors. If the
property Is to be built or acquired and
rehabilitated for sale and the Insured
mortgage financing Is required to facil-
tate the construction or the repair or
rehabilitation of the dwelling and pro-
vide financing pending the subsequent
sale thereof to a qualified owner-cacu.
pant, 85 percent of the amount com-
puted under paragraph (a) or 85 percent
of the value of the property, whichever
Is the lesser, as of the date the mortgage
is accepted for insurance, if the mort-
gagor Is not the occupant.
§ 221.21 Maximum mortgage amount-

limitations on refinancing.
In addition to the limitations set forth

In §§ 221.10, 221.11, and 221.20, in any
case involving refinancing, the mortgage
shall not exceed the estimated cost of
repair and rehabilitation and the
amount, as determined by the Commli-
stoner, required to refinance the exist-
ing indebtedness secured by the property.
§ 221.25 Due date of mortgage.

The mortgage shall come duo on the
first day of the month.
§ 221.30 Maturity of mortgage,

(a) The mortgage shall provide for
complete amortization not to exceed 30
years from the date of the beginning of
amortization of the mortgage, except
that such maturity may be 35 or 40 years
in the following instances:

(1) In the case of a displaced family,
if it Is determined by the Commissioner
that the mortgagor Is not able to malo
the required payments under a mortgage
having a shorter amortization period.

(2) In the case of any other mort-
gagor, if it is determined by the Com-
missioner that the mortgagor is an owner
occupant of the property and is not able
to make the required payments under a
mortgage having a shorter amortization
period, and the dwelling:

(1) Was approved for mortgage In-
surance by the Commissioner prior to the
beginning of construction or approved
for guaranty, Insurance, or direct loan
by the Administrator of Veterans' Affairs
prior to such amortization; and

(it) Was inspected by the FHA and
found to have been completed In com-
pliance with the terms of the THA com-
mitment, or inspected by the VA and
found to have been completed in com-
pliance with the terms of the VA
Certificate of Reasonable Value.

(b) No mortgage shall have a maturity
exceeding three-quarters of the Commis-
sioner's estimate of the remaining eco.
nomic life of the building improvements,
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§221.32 Beginning of payments on
mortgage.

The mortgage shall provide for pay-
ments to principal and interest to begin
not later than the first day of the month
following 60 days from the date the
mortgagee's certificate on the commit-
ment was executed.
§ 221.35 Disbursement of mortgage

amounL.
The entire principal amount of the

mortgage shall be disbursed to the mort-
gagor or his creditors for the mortgagor's
account and with his consent.
§221.40 Amortization period of the

mortgage.
The amortization period of the mort-

gage shall be either 10, 15, 20, 25, 30, 35,
or 40 years by providing for either 120,
180, 240, 300, 360, 420, or 480 monthly
amortization payments.
§ 221.45 MIortgage obligation in multi-

ples.
The mortgage shall involve a principal

obligation in multiples of $50.
§ 221.50 Mortgagor's minimum invest-

ment.

At the time a mortgage is insured, the
mortgagor shall have paid, in cash or its
equivalent, on account of the property
at least 3 percent of the Commissioner's
estimate of its acquisition cost, except

- where the mortgagor is a displaced
family. A mortgagor quialifying as a dis-
placed family shall have paid in cash
or its equivalent on account of the prop-
erty, at the time the mortgage is insured,
not less than:

(a) $200 for a one-family dwelling;
(b) $400 for a two-family dwelling;
(c) $600 for a three-family dwelling;
(d) $800 for a four-family dwelling;

§ 221.54 Inclusion of closing costs and
expenses in cash payment.

The mortgagor's required minimum in-
vestment may include amounts. covering
settlement costs, Initial payments for
taxes, hazard insurance premiums, mort-
gage insurance premiums, and other pre-
paid expenses as approved by the
Commissioner.
§ 221.55 Deferred sale of properties.

A mortgagor under a mortgage cover-
ing a one-family dwelling may, subject
to such terms and conditions as the
Commissioner may prescribe,, be per-
mitted to sell the property to a displaced
person on a deferred payment basis, to
provide for the accumulation of the re-
quired cash payment.

ISURLWCE UhD 221(h)
§221.60 Eligibility requirements for

low income homeowners.
(a) Application of subpart to section

221(7.). Except as provided in this sec-
tion, all of the provisions of this subpart
shall apply to the insurance of a home
mortgage under section 221(h) of the
National Housing Act.

(b) Definitions. As used in this sec-
tion, the following terms shall have the
meaning indicated:

(1) "Single family dwelling" includes
a two family dwelling in which one of
the units is occupied by the owner.

(2) "Assessment," when, used in
a mortgage covering a one family unit
in a condominium project (except where
the term refers to assessments and
charges by the association of owners)
means special assessments by state or
local governmental agencies, districts, or
other public taxing or assesing bodies.

(c) Types of transactions. The mort-
gage shall involve one of the following
types of transactions:

(1) The financing of the purchase of
a rehabilitated single family dwelling or
a rehabilitated one family unit In a con-
dominium project from a nonprofit
mortgagor by a low income purchaser.

(2) The rehabilitation or improvement
and refinancing of a single lamily
dwelling owned and occupied by a mort-
gagor who has purchased the dwelling
from a nonprofit organization that is
engaged in purchasing, rehabilitating
and selling substandard housing.

(d) Application and commitment ex-
tension lees. The mortgagee shall not be
required to pay an application fee or a
commitment extension fee, if the mort-
gage is financing the purchase of prop-
erty from a nonprofit mortgagor that has
paid the applicable fees required by
§ 221.506a in connection with a project
mortgage covering the same property.
Such fees shall be paid, where applicable,
In connection with a mortgage involving
the rehabilitation or improvement and
refinancing of property owned by the
mortgagor.

(e) Income qualifications. To qualify
under this section, the mortgagor's in-
come shall be approved by the Commis-
sioner as meeting the requirements of
section 221(h) of the Act.

Cf) 3aximum mortgage amount. The
mortgage shall involve a principal obli-
gation in an amount not exceeding that
portion of the unpaid balance of the
project mortgage which is allocable to
the dwelling being purchased.

(g) Mortgage maturity. The mortgage
shall be limited to a term not exceeding
the term of the project mortgage re-
maining at the time of the purchase.

h). Mortgagor's minimum investment.
At the time the mortgage is insured, the
mortgagor shall have paid on account
of property at the time of purchase or at
the time of rehabilitation or improve-
ment and refinancing, as applicable, not

-less than $200 (in cash or Its equivalent)
all or any part of which may be applied
in payment of closing costs.

(I) Mortgage interest rate. (1) The
mortgage shall Initially bear interest at
the rate of I percent, 2 percent or 3 por-
cent per annum depending upon the in-
come of the mortgagor. The 3 percent in-
terest rate shall apply if 20 percent of
the.mortgagors annual family income Is
sufficient to make mortgage payments of
principal, interest, taxes, and insurance
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at the 3 percent rate. If 20 percent of the
mortgagors annual family Income is In-
sufficlent to make such mortgage pay-
ments at the 3 percent rate, but Is suf-
ficient to make such payments at a 2
percent rate, then the Interest rate shall
Initially be 2 percent per annum. If 20
percent of the mortgagor's annual family
Income is insufficient to make such mort-
gage payments at 2 percent, then the
interest rate shall initially be 1 percent
per annum.

(2) The mortgage ;hall provide that
If the initial Interest rate Is set at 1
percent, the rate will be Increased to 2
percent when the mortgagee determines
that 20 percent of the family income of
the mortgagor I suMfficlent to make mort-
gage payments of princip3l, interest,
taxes, and insurance at the 2 percent
rate, and to 3 percent when the mort-
gagee determines that 20 percent of the
mortgagor's Income Is sufficient to make
such mortgage payments at the 3 percent
rate. The mortgage shall also provide
for comparable increase to a 3 percent
Interest rate If the mortgage Initially
bers Interest at 2 percent.

(3) The mortgage shall provide that if
the rate of interest is increased, such rate
shall not thereafter be decreased.

(4) In determining the mortgagor's
family income, for the purpose of the 20
percent requirement specified in sub-
paragraph (1) of this paragraph, there
shall be deducted an amount equal to
$300 for each person under 21 who is a
member of the immediate family and
living with such family; and the earn-
ings of the person under 21 shall not be
included In family income.

) Interest rate increase--discontiz-
vance of occupancy. The mortgage shall
provide that if the mortgagor does not
continue to occupy the property, the in-
terest rate.shall Increase to the maximum
rate In effect under this subpart at the
time the commitment for insurance was
Issued on the project mortgage (where
the mortgage finances the purchase of
the property from a nonprofit mort-
gagor) or on the individual mortgage
(where the mortgage finances the re-
habllitaton or improvement and refl-
nancing of property owned by the mort-
gagor). If the property is sold to one of
the following purchasers, the increase in
interest rate shall not be required:

(1) A nonprofit organization which
has been engaged In purchasing and re-
habilitating deteriorating and substand-
ard housing with financing provided
pursuant to section 221(h) of the Na-
tiopal Housing Act, except that the sale
must be to the same nonprofit organiza
tion from which the unit was purchazd
If the mortgage finances such purchase.

(2) A public housing agency under the
U.S. Housing Act of 1937 having juris-
diction over the area where the dwelling
Islocated.

(3) A low, income purchaser meeting
the Income requirements of sectlon 22
h) of theAct.

(WL) Mortgage requiremect s-purczace
from nonprofit. Were the mortgage is
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financing the purchase of the property
from a nonprofit mortgagor, the mort-
gage shall comply with each of the fol-
lowing requirements:

(1) It shall involve a principal obli-
gation in an amount not exceeding that
portion of the unpaid balance of the
project mortgage which Is allocable to
the dwelling being purchased.

(2) It shall be limited to a term not
exceeding the term of project mortgage
remaining at the time of the purchase.

(1) Property requirements-purchase
of condominium unit. Where the prop-
erty being purchased from a nonprofit
mortgagor involves a one-family unit
in a condominium project, the following
additional requirements shall be met:

(1) Plan of apartment ownership. The
project in which the family unit Is lo-
cated shall have been committed to a
plan of apartment ownership by ena-
bling deed, deed of constitution, public
deed, or other recorded instrument which
has been approved by the Commissioner
prior to its execution, and which Is certi-
fied by the mortgagee as acceptable and
binding within the jurisdiction where
the project Is located.

(2) Certificate by mortgagee. The
mortgagee shall certify as to each of the
following:

(I) -That the individual deed for the
family unit to be covered by an- FHA-
insured mortgage complies with all legal
requirements of the jurisdiction and that
ownership thereunder is subject to the
plan bf apartment ownership.

(it) That the mortgagor has good and
marketable title to the family unit sub-
ject only to the mortgage which is a valid
first lien on the property.

(ill) That the family unit is assessed
and subject to assessment for taxes per-
taining to the unit.

(3) FHA controls for consumer and
public interest. The Commissioner may
require the execution of a regulatory
agreement which shall be made appli-
cable to any association or cooperative of
owners and to any subsequent owner of
a family unit. The Commissioner may
impose such additional conditions and
provisions as he deems necessary for the
protection of the consumer and public
Interest.

(4) Project mortgage certification.
The project mortgagee shall certify that,
without regard to any provisions that
may be contained in the mortgage re-
lating to prepayment, no charge is con-
templated or has been cblected for the
prepayment in full of the project
mortgage.

(5) motgage covenant concerning
common expenses and assessments. The
mortgage presented for insurance shall
contain a covenant by the mortgagor to
pay the allocated share of the common
expenses or assessments and charges by
the Association of Owners as provided in
the Plan of Apartment Ownership and
a provision approved by the Commis-
sioner by which the regulatory agree-
ment is incorporated in and made a part
of the mortgage.

I PZULES AND REGULATIONS

INSUReCE UNDER 221(1)
§ 221.65 Eligibility requirements for

low and moderate income purchaser
of family unit in condominium.

(a) Incorporation by reference. Except
as provided in this section, all of the pro-
visions of this subpart shall apply to the
Insurance of a mortgage under section
221(1) of the National Housing Act
covering the purchase of a family unit
in a condominium by a low or moderate
income mortgagor.

(b) Purchaser qualifications. To qual-
ify as a mortgagor, the purchaser
shall be approved by the Commissioner
as having an income within the limits
prescribed for occupants in projects
financed with a below market interest
rate mortgage insured pursuant - to
§§ 221.501 et seq.

(c) Application dnd commitment lees.
A mortgagee shall not be required to pay
an application fee or a commitment
extension fee if the mortgagor is pur-
chasing the family unit in connection
with the initial conversion to condomin-
ium ownership of a project financed
with a mortgage insured pursuant to
§§ 221.501 et seq.

(d) Mortgage requirements. The
mortgage shall comply with the follow-
ing requirements:

(1) It shall involve a principal obliga-
tion in an amount not exceeding 97 per-
cent of the Commissioner's appraised
value of the family unit, including the
mortgagor's interest in the common
areas and facilities, as of the date the
mortgage Is accepted for insurance.

(2) It shall bear interest at the below
market rate in effect under § 221.518(b)
at the time of the Issuance of the com-
mitment.

(3) It shall provide for complete
amortization within 40 years from the be-
ginning of amortization or within three-
quarters of the Commissioner's estimate
of the economic life of the building im-
provements, whichever period is the
lesser.

(4) It shall provide that If the mort-
gagor does not continue to occupy the
property, the interest rate shall increase
to the maximum rate in effect under this
subpart at the time the commitment for
Insurance was issued on the project
mortgage, except that the increase in In-
terest rate shall not be applicable If the
property is sold to one of the following
purchasers:

(I) A nonprofit organization approved
by the Commissioner.

(it) A low or moderate income pur-
chaser meeting the requirements of para-
graph (b) of this section.

(5) It shall Initially bear interest at
the rate of 3 percent, 4 percent, 5 per-
cent or 6 percent per annum, depending
upon the Income of the mortgagor. The
interest rate shall be established at the
highest of such percentages as the
mortgagor will be able to pay using -20
percent of his annual family income. A
provision shall be included in the mort-
gage to require that if the mortgagee

determines that 20 percent of the mort-
gagor's annual family Income Is suffi-
cient to make mortgage payments at a
greater interest rate than initially estab-
lished, the interest rate shall be Increaed
in 1 percent increments up to 0 percent
per annum with any additional incre-
ment increasing the Interest up to the
maximum rate permitted under this t 3ub-
part at the time the commitment was
Issued for the insurance of the mortgage
pursuant to this subpart. In determining
the mortgagor's family income, there
shall be deducted an amount equal to
$300 for each minor person who is a
member of the immediate family and
living with such family; and the earn-
ings of the minor person shall not be
included in family income.

(G) It shal provide that If the rate of
interest Is increased, such rate shall not
thereafter be decreased.

(e) Family unit price. The price, In-
cluding closing costs, for which the fam-
ily unit Is sold to the mortgagor shall
not exceed the Commissioner's appraised
value.

(f) Downpayment by mortgagor. At
the time the mortgage Is insured, the
mortgagor shall have paid on account of
the property not less than 3 percent of
the acquisition cost, in cash or Its equiv-
alent, all or part of which may be applied
In payment of closing costs.

(g) Enabling instrumeni. The family
unit shall have been committed to a plan
of apartment ownership by enabling
deed, deed of constitution, public deed or
other recorded Instrument which has
been approved by the Commisioner prior
to Its execution, and which is certified by
the mortgagee as acceptable and binding
within the Jurisdiction where the proj-
ect Is located.

(h) Certificate of mortgagee. The
mortgagee shall certify as to each of the
following:

(1) That the individual deed for the
family unit to be covered by an nIA-In-
sured mortgage complies with all legal
requirements of the jurlodiction and that
ownership thereunder Is subject to the
plan of apartment ownership.

(2) That the mortgagor haz good mar-
ketable title to the family unit subject
only to the mortgage which is a valid
first lien on the property.

(3) That the family unit I asesed
and subject to assessment for taxe3 per-
taining to the unit.

(I) Regulatory agreement and condi-
tions. The Commissioner may require the
execution of a regulatory agreement
which shall be made applicable to any
association or cooperative of owners and
to any subsequent owner of a family unit.
The Commissioner may impose such ad-
ditional conditions and provisions as he
deems necessary for the protection of the
consumer and public Interest.

(j) N7o prepayment charge. The proj-
ect mortgagee shall certify that, without
regard to any provisiona that may be con-
tained in the mortgage relating to pre-
payment, no charge Is contemplated or
has been collected for the prepayment in
full of the project mortgage.
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(k) Payment of common expenses. justed mortgage insurance premiums.
The mortgage presented for insurance and voluntary termination charges shall
shall contain a covenant by the mort- apply to mortgages insured under this
gagor to pay the allocated share of the subpart, except that as to mortgages
common expenses or assessments and meeting the special requirements of
charges by the Association of Owners as § 221.60 or § 221.65, such provisions shall
provided in the Plan of Apartment Own- only be applicable under the circum-
ership and, a provision approved by the stances prescribed In paragraph (b) of
Commissioner by which the regulatory this section.

.agreement is incorporated in and made (b) Whenever the interest rate on a
apart of the mortgage. mortgage insured under this part as

(1) Deftnition of assessment. As used having met the special requirement of
in the mortgage, the term "assessment," § 221.60 or § 221.65 shall have been In-
except where it refers to assessments and creased to the maximum rate in accord-
charges by the Association of Owners, ance with §221.60(j), §221.65(d)(4)
shall be defined to mean "special assess- or § 221.65(d) (5), the provisions of
ments by state or local governmental §§ 203.260 through 203.298 of this chap-
agencies, districts or other public taxing ter relating to mortgage insurance pre-
or assessing bodies." miums, adjusted mortgage insurance

premiums, and voluntary termination
Subpart B-Contract Rights and charges shall apply, except that:
Obligations-Low Cost Homes (1) References to the original prin-

cipal amount shall be construed as the
§ 221.251 Incorporation by reference. scheduled unpaid principar balance,

(a) All of the provisions of Subpart without taking nto account delinquent
B, Part 203 of this chapter ,covering payments or prepayments, on the date of
mortgages insured under section 203 of the change in interest rate required un-
the National Housing Act apply to mort- der the mortgage.
gages covering one- to four-family (2) References to the date of the Lssu-
dwellings insured under section 221 of ance of a Mortgage Insurance Certificate
the National Housing Act, except the or the date of the endorsement of the
following provisions: credit instrument or the date the insur-

Sec.- ance becomes effective shall be construed

203.260 Method of payment of MIP. as the date of the change In Interest re-
203.261 Calculation of MIP. quired under the mortgage.
203.265 Amount of Initial MIP. (3) References to the first year of
203.266 Due date of initial M. amortization under the mortgage shall be
203.267 Period covered by initial MIP. construed as the period beginning on the
203.268 Adjustment of initial MIP. date of the change In Interest rate re-
203.269 Pro rata payment of initial MEP. quired under the mortgage and ending
203.275 Amount of annual MIP. on the next anniversary o: the beginning
203.276 Due date of annual MI. on thoetaiv o e
203.277 Duration of annual MIP. of amortization.
203.278 Pro rata payment of annual MIP. (4) References to the 120th scheduled
203.285 Computation of adjusted premium. monthly payment shall be construed as
20396 Maximum adjusted MIP. the 120th scheduled monthly payment
203.287 Prepayments excepted from ad- following the effective date of the change

justed premium charge. In interest rate required under the
203.295 Voluntary termination of insurance, mortgage.
203.296 Computation of voluntary termina-

tion charge. § 221.255 Assignment option.
203.297 Maximum voluntary termination a) The mortgagee has the option to

charge.
203.298 Exception from voluntary termi- assig, transfer and deliver to the Com-

nation charge. nmissioner the original credit instrument
203.389 Waived title objections. and the insured mortgage securing the
203.400 Method of payment, same, provided such mortgage is not In
203.420 Nature of mutual Mortgage Insur- default at the expiration of 20 years

ance Fand. from the date it was endorsed for Insur-
203.421 Allocation of Mutual Mortgage In- ance. When such option has been ex-

surane Fund Income or loss.
203.422 Right and liability under Mutual ercised, the obligation of the mortgagee

mortgage Insurance Fund. to pay the premium charges shall cease.
203.423 Distribution of distributive shares. (b) The mortgagee may exercise Its
203.424 MAximum amount of distributive assignment option within 1 year follow-

shares. ing the twentieth anniversary of the date
203.425 Finality of determination- the mortgage was endorsed for nsur-

(b) For the purposes of this subpart, .Lnce.
all references in Part 203 of this chapter (a) Upon the exercise of the assign-
to section 203 of the act shall be con- ment option the Commissioner shall
strued to refer to section 221 of the act, issue to the assignor mortgagee deben-
and all references to the Mutual Aort- tures having a total face value equal to
gage insurance Fund shall be construed the amount of the original principal
to refer to the General Insurance Fund. obligation of the mortgage which was

unpaid on the date of the assignment,
§ 221.254 Mortgage insurance piemi- plus accrued interest to such date.

urns, adjusted mortgage- insurance (d) The debentures issued pursuant to
premiums, and voluntary termination, the exercise of an assignment option
charges. shall be dated as of the date the mort-

(a) All of the provisions of §§ 203.260 gage is assigned to the Commissioner
through 203.298 of this chapter relating and shall mature 10 years after such
to mortgage insurance premiums, ad- date.

(e) The debentures Issued pursuant to
the exercise of an assignment option
shall bear interest at the "going Federa'
rate" at date of issuance. The "going
Federal rate" means the annual rate of
interest speclfled by the Secretary of
the Treasury as applicable to the 6-
month period which includes the iszu-

ance date of the debentures. The Sec-
retary of the Treasury shall determine
this applicable rate by estimating the av-
erage yield to maturity, on the basis of
daily closing markeb bid quotations or
prices during the month of May or the
month of November, as the case may be,
next preceding such 6-month period, on
all outstanding marketable obligations of
the United States having a maturity date
of 8 to 12 years from the first day of May
or November, as the case may be. If
there should be no outstanding market-
able obligations of the United States
having the 8 to 12 year maturity at the
time the Secretary of the Treasury Is re-
quired to determine the debenture rate
Involved, the obligation next shorter
than 8 years and the obligation next
longer than 12 years respectively, shall
beused.

(f) Debentures shall bear Interest from
the date of Issue, payable semiannually
on the first day of January and the first
day of July of each year at the rate in
effect on the Issue date, a date which
shall be established as provided In § 203.-
410 of this chapter. The Interest rate
shall be established by the Commissioner
In an amount not In excess of the an-
nual rate of interest which the Secretary
of the Treasury shall specify as appli-
cable to the 6-month period (consisting
of January through June, or July
through December) which Includes the
Issuance date of such debentures, which
applicable rate for each 6-month period
shall be determined by the Secretary of
the Treasury, at the request of the Com-
missioner, by estimating the average
yield to maturity, on the basis of daily
closing market bid quotations or prices
during the calendar month next preced-
ing the establishment of such rate of In-
terest, on all outstanding marketable
obligations of the United States having
a maturity date of 15 years or more from
the first day of such next preceding
Month, and by adjusting such estimated
average annual yield to the nearest one-
eighth of 1 per centum.
§ 221.256 Interest rate increase and pay-

ment o[ mortgage insurance pre-
miums on mortgages under §§ 221.60
and 221.65.

(a) Where a mortgage meets the
special requirements of § 221.60 or 221.65,
the following procedures are applicable:

(1) The mortgagee shall determine,
at least biennially, whether the mort-
gagor has continued to occupy the prop-
erty securing the mortgage. If the
mortgagee determines that the mort-
gagor Is not occupying the property or
that the mortgagor has sold the
property subject to the mortgage to a
purchaser not qualifying under the pro-
visions of § 221.60(h) or § 221.65(d) (4)
(as appropriate) for the continuation of
a below market interest rate, interest
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on such mortgage shall be computed by
the mortgagee at the highest rate per-
missible under the mortgage. The com-
putation at the higher rate shall be
effective from the first day of the month
following the month In which the right
to collect interest at the increased rate
first accrued, as determined by the
mortgagee.

(2) The mortgagee shall determine
the mortgagor's family income, at least
biennially, and shall Increase the mort-
gage interest pursuant to the require-
ments of §§ 221.60(g) and 221.65(d) (5),
as appropriate, to comply with the re-
quirements of such sections. The com-
putation at the higher rate shall be effec-
tive from the first day of the month
following the month in which the mort-
gagee determines that the mortgagor's
family income was increased.

(b) The mortgagee shall notify the
Commissioner, on a form prescribed by
the Commissioner, within 30 days of
making the determination of the right
to compute interest at the higher rate,
as provided In paragraph (a) of this
section, of:

(1) The date on which such right first
accrued, and

(2) The outstanding principal balance
of the mortgage on the first day of the
month following the date on which such
right first accrued.

(c) The liability for payment of mort-
gage Insurance premiums, adjusted
mortgage insurance premiums, and vol-
untary termination charges, if any, shall
begin on and be computed from the first
day of the nonth following the date on
which the right to compute interest at
the higher rate shall have first accrued.
§ 221.275 Method of paying insurance

benefits.
If the application for insurance bene-

fits Is acceptable to the Commisloner, all
of the insurance claim shall be paid in
cash unless the mortgagee files a written
request with the application for pay-
ment in debentures. If such a request
Is made, all of the claim shall be paid
by Issuing debentures and by making
a cash payment adjusting any dtfferf
ences between the total amount of the
claim and the amount of the debentures
issued.
§ 221.280 Waived title objections.

(a) Generaz provisions. All of the
provisions of § 203.389 of this chapter
(relating to the waiver by the Commis-
sioner of objections to title) shall apply
to mortgages insured under this subpart,
with the exception of mortgages involv-
ing condominium units.

(b) Provisions applicable to condo-
minum units. Where the mortgage in-
volves a condominium unit, the Commis-
sioner shall not object to title by reason
of the following matters:

(1) Violations of a restriction basedon
race, color, or creed,, even where such
restriction provides for a penalty of
reversion or forfeiture of title or a lien
for liquidated damage.

(2) Easements for public utilities
along one or more of the property lines,
provided the exercise of the rights there-

under do not interfere with any of the
buildings or improvements located on
the subject property.

(3) Encroachments on the subject
property by improvements on adjoining
property, provided such encroachments
do not interfere with the use of any im-
provements on the subject property.

(4) Variations between the length of
the subject property lines as shown on
the application for insurance and as
shown by the record or possession lines,
provided.such variations do not interfere
with the use-of any of the improvements
on the subject property.

(5) Customary buildings or use re-
strictions for breach of which there is no
reversion and which have not been vio-
lated to a material extent.
SPECIAL PRovIsIoNs APPLICABLE ONLY TO

MORTGAGES IiTvoLVniG CoNDomurT
UNITS

§ 221.300 Changes in the plan of apart.
ment ownership.

The mortgagee shall notify the Com-
missioner of any changes in the plan of
apartment ownership and in the admin-
istration of the property. Such notifica-
tion shall be given either at the time of
the conveyance of the property or at the
time of the assignment of the mortgage.
Any changes in such plan shall require
approval by the Commissioner.
§ 221.305 Condition of the multifamily

structure.

(a) When a family unit is conveyed or
a mortgage is assigned to the Commis-
sioner, the family unit and the common
areas and facilities (including restricted
common, areas and facilities) designated
for the particular unit shall be undam-
aged by fire, earthquake, tornado, or
boiler explosion, except if the property
has been damaged, either of the follow-
Ing actions shall be taken:

(1) The property may be repaired
prior to its conveyance or prior to the
assignment of the mortgage to the
Commissioner.

(2) With the prior approval of the
Commissioner, the property may be con-
veyed or the mortgage assigned to the
Commissioner without repairing the
damage; In such instances, the Commis-
sioner shall deduct from the Insurance
benefits either his estimate of the de-
crease in value of the family unit or the
amount of any insurance recovery re-
ceived by the mortgagee, whichever is
the greater.

(b) If the property has been damaged
by fire and such property was not covered
by fire insurance at the time of the dam-
age, the mortgagee may convey the prop-
erty or assign the mortgage to the Com-
missioner without deduction from the in-
surance benefits for any loss occasioned
by such fire if the following conditions
are met:

(1) The property shall have been cov-
ered by fire insurance at the time the
mortgage was insured.

(2) The fire insurance shall have been
later cancelled or renewal shall have
been refused by the insuring company.

(3) The mortgagee shall have notified
the Commissioner within 30 days (or
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within such further time a the Com-
missioner may approve) of the cancella-
tion of the fire insurance or of the refusal
of the insuring company to renew the
fire Insurance. This notification shall
have been accompanied by a certification
of the mortgagee that diligent efforts
were made, but It was unable to obtain
fire insurance coverage at reasonably
competitive rates and that it will con-
tinue its efforts to obtain adequate fire
insurance coverage at competitive rateo.
§ 221.310 Assesoment of tnxes.

When a family unit Is conveyed to the
Commissioner or a mortgage Is assigned
to the Commissioner, the unit shall be
assessed and subject to assessment for
taxes pertaining only to that unit.
§ 221.315 Certificate of tax assessment.

The mortgagee shall certify, ns of the
date of filing for record of the deed or
assignment of the mortgage to the Com-
missioner, that the family unit is as-
sessed and subject to assessment for
taxes pertaining to that unit.
§ 221.320 Certificato or statement of

condition.
(a) At the time of the assignment of

the mortgage or conveyance of the prop-
erty to the Commissioner, the mort-
gagee shall, as of the date of the filing
for record of the deed or assignment,

(1) Certify that the conditions of
§ 221.305(a) have been met; or

(2) Submit a statement describing
any such damage that may still exist.

(b) In the absence of evidence to the
contrary, the mortgagee's certificate or
its statement as to damage shall be ac-
cepted by the Commissioner as establish-
ing the condition of the family unit and
the common areas and facilities includ-
ing restricted common areas and facili-
ties designated for the particular unit.
§ 221.325 Cancellation of hazard innur.

ance.
The provisions of § 203.382 of this

chapter are incorporated by reference
and shall apply to hazard insuranco
policies carried solely for the family
unit.

Subpart C-Eligibility Roquiromonts-
IModorato Incomo Proocis

§ 221.502 Application.
(a) An application for the stuance of

either a conditional or firm commitment
for insurance of a mortagg on a projcct
shall be submitted by an approved mort-
gagee and by the spontors of such projeod
through the local FHA office on an ap-
proved FMA form.

(b) No application shall bo considered
unless the following applicable require-
ments are met:

(1) All of the e.hibits called for in the
application are submitted to the
Commissioner.

(2) In a case involving a mortgage
which is to bear Interest at the below
market rate provided in § 221.518(b), the
Commissioner shall have issued a mem-
orandum evidencing allocation of fund
to the project.
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§221.503 Application for conditional
conmitment.

An application fee of $1.50 per thou-
sand dollars of the amount of the mort-
gage applied for shall accompany the
application for a conditional commit-
ment.
§221.504 Application for firm corn-

mnitnent.
An application for a firm commitment

shall be accompanied by the payment of
an application fee of $1.50 per thousand
dollars of the amount of the mortgage
applied for, if such fee has not been pre-
viously submitted. A commitment fee, in
an amount which, when added to the ap-
plication fee, will aggregate $3 per thou-
sand dollars of the mortgage applied for,
shall also be submitted with the applica-
tion for a firm commitment. The pay-
ment of a commitment fee shall not be
required in connection with an insured
mortgage involving the sale by the gov-
ernment of housing or property ac-
quired, held or constructed pursuant to
the Atomic Energy Community Act of
1955, as provided in § 221.559(b) (4).
§ 221.505 Inspection fee.

The firm commitment may provide for
the payment of an inspection fee in an
amount not to exceed $5 per thousand
dollars of the commitment. If an inspec-
tion fee is required, it shall be paid as
follows:

(a) If the case involves the insurance
of advances, it shall be paid at the time
of initial endorsement.

(b) If the case involves insurance
upon completion, it shall be paid prior
to the date construction is begun.
§ 221.506 Fees on increases.

(a) Fees on increases-Cl) Increase
in Atrm commitment prior to endorte-
ment. An application, filed prior to Ini-
tial endorsement (or prior to endorse-
ment in a case involving insurance upon
completion), for an increase in the
amount of an outstanding firm commit-
ment shall be accompanied by a com-
bined additional application and com-
mitment fee. This combined additional
fee shall be in an amount which will ag-
gregate $3 per thousand dollars of the
amount of the requested increase. If an
inspection fee was required in the origi-
nal commitment, an additional inspec-
tion fee shall be paid in an amount com-
puted at the same dollar rate per thou-
sand dollars of the amount of increase
in commitment as was used for the in-
spection fee required in the original
commitment. When insurance of ad-
vances is involved, the additional in-
spection fee shall be paid at the time of
initial endorsement. When insurance
upon completion is involved, the addi-
tional inspection fee shall be paid prior

-to the" date construction is begun or if
construction has begun, it shall be paid
with the application for increase.

(b) Increase in mortgage between ini-
tial and final endorsement. Upon an ap-
plication, filed between initial and final
endorsement, for an increase in the

amount of the mortgage, either by
amendment or by substitution of a new
mortgage, a combined additional appli-
cation and commitment fee shall accom-
pany the application. This combined ad-
ditional fee shall be in an amount which
will aggregate $3 per thousand dollars
of the amount of the increased request-
ed. If an inspection fee was required In
the original commitment, an additional
inspection fee shall accompany the ap-
plication in an amount not to exceed $5
per thous'cnd dollars of the amount of
the increase requested.

(c) Loan to cover operating losses. In
connection with a loan to cover operating
losses occurring during the first 2 years
following completion of the project, a
combined application and commitment
fee of $3 per thousand dollars of the
amount of the loan applied for shall be
submitted with the application for the
commitment. No inspection fee shall be
required.
§ 2 2 1.506a Combined fee--rehabilita.

lion sales mortgagor.
In the case of a rehabilitation sales

mortgagor, the fees provided In
§§ 221.503 through 221.506 shall not be
applicable. In lieu of such fees, a com-
bined application, commitment, and in-
spection fee of $40 per dwelling unit shall
be paid to the Commissioner when the
application for insurance is filed.
§ 221.506b Transfer fee.

Upon application for approval of a case
involving the transfer Of physical aets
or involving the substitution of mort-
gagor, a transfer fee of 50 cents per
thousand dollar shall be paid on the
original face amount of the mortgage.
§ 221.507 Refund of fees.

If the amount of the commitment Is-
sued, or increase in mortgage granted is
less than the amount applied for, the
Commissioner shall refund the exc's
amount of the application and commit-
ment fees submitted by the applicant.
If an application is rejected before it Is
assigned for processing, or In such other
instances as the Commissioner may de-
termine, the entire application and com-
mitment fees or any portion thereof may
be returned to the applicant. Commit-
ment, inspection, and reopening fees may
be refunded, In whole or In part, If It is
determined by the Commissloner that
there is a lack of need for the housing
or that the construction or financing of
the project has been prevented because
of condemnation proceedings or other
legal action taken by a governmental
body or public agency, or in such other
instances as the Commissioner may de-
termine. A transfer fee may be refunded
only in such instances as the Commis-
sioner may determine.
§ 221.508 Maximum fees and charges

by mortgagee.
The mortgagee may collect from the

mortgagor the amount of the fees pro-
vided for In this subpart. The mort-
gagee may also collect from the mort-
gagor an Initial service charge In an
amount not to exceed 2 percent of the
original principal amount of the mort-
gage, to reimburse the mortgagee for the

coA of closing the transaction. Any ad-
ditional charges or fees collected from
the mortgagor sall be subject to prior
approval of the Commissioner.

CoZT-nnrZ
§ 221.509 Itsuance of commitment.

(a) Conditions of commitment. Upon
approval of an application for insurance,
a commitment shall be Issued by the
Commissioner setting forth the terms
and conditions upon which the mortgage
will be insured.

(b) Types of commitments. Tne
commitment may provide for the insur-
ance of advances of mortgage money
made during construction or may pro-
vide for the Insurance of the mortgage
after completion of the improvements.

(c) Terms of commitment. (1) If the
commitment fee Is paid as required, a
commitment shall have a term which Is
determined as follows:

i) A commitment to Insure advances
shall be effective for a period of not more
than 180 days from the date of issuance.

(HI) A commitment to Insure upon
completion shall be effective for a desig-
nated term within which the mortgagor
is required to begin construction, and if
construction is bcgun as required, the
commitment shll be effective for such
additional period, estimated by the Com-
missioner, as will allow for completion
of construction.

(2) The term of a commitment may
be extended in such manner as the Com-
mlioner may, from time to time, pre-
scribe.

(3) If the payment of a commitment
fee Is not received by the Commissioner
within 30 days after the issuance of a
commitment, the commitment shall ex-
pire on the 30th day.

d) Reopening of expired commit-
ments. An expired commitment may be
reopened If a request for reopening is
received by the Commissioner within 90
days of the expiration of the commit-
ment. The reopening request shall be
accompanied by a fee of 50 cents per
thousand dollars of the amount of the
expired commitment. A commitment
which has expired because of failure to
pay the commitment fee may be re-
opened only upon payment of the com-
mitment fee and the reopening fee. If
the reopening request is not received by
the Commissioner within the required
90-day period, a new application, accom-
panied by an application fee, must be
submitted. If a commitment for an in-
creased amount has expired because of
failure to pay an additional commitment
fee based on the amount of the increase,
the reopening fee shall be computed on
the basis of the amount of the commit-
ment increase rather than on the amount
of the original commitment.

ELICIoLn Monrcscons
§ 221.510 Eligible inorgagors.

A mortgage shall be executed by a
mortgagor meeting the following quali-
fications:

(a) Nonprofit, buflder-seler, and re-
habiltation sales mortgagors. (1) The
nonprofit mortgagor shall be a corpora-
tion or a.soclation organized for pur-
poses other than the maling of profit or
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gain for itself or persons identified there-
with and which the Commissioner finds
is in no manner controlled by nor under
the direction of persons or firms seeking
to derive profit or gain therefrom. Such
a mortgagor shall be regulated or super-
vised under federal or state laws or by
political subdivisions of states or agen-
cies thereof, or the Federal Housing
Commissioner, as to rents, charges, and
methods of operation. The regulation or
supervision of the mortgagor shall be in
such manner as, in the opinion of the
Commissioner, will effectuate the pur-
poses of this subpart.

(2) The builder-seller mortgagor shall
be a special type of mortgagor approved
by the Commissioner which is organized:

(i) To construct or rehabilitate a mul-
tifamily project, and which has entered
into a written agreement with a private
nonprofit corporation, meeting the
qualifications of subparagraph (1) of
this paragraph, to sell the project (upon
final endorsement) to the nonprofit cor-
poration at a purchase price not to ex-
ceed the certified actual cost of the proj-
ect pursuant to § 221.550.

(ii) To operate the project until the
conveyance to the nonprofit mortgagor,
subject to special controls and require-
ments of the Commissioner as to rents,
charges, rates of return and method of
operation.

(Ill) To operate the project, in the
event of failure to convey to a nonprofit
mortgagor at final endorsement, or
within such additional period as may
be agreed to in writing by the Commis-
sioner,, as a limited distribution mort-
gagor subject to the supervision, controls
and requirements prescribed by the Com-
missioner for such mortgagor.

(3) The rehabilitation sales mort-
gagor shall be a special type of nonprofit
mortgagor which shall:

(I) Meet the qualifications of sub-
paragraph (1) of this paragraph.

(ii) Undertake to purchase and re-
habilitate deteriorating or substandard
housing.

(ii) Under an agreement with the
Commissioner, undertake to sell the re-
habilitated housing to individuals or
families having an income that meets
the requirements of section 221(h) of
the Act.

(b) Public mortgagors. A federal in-
strumentality, a state or political sub-
division thereof, or an instrumentality
of a state- or of a political subdivision
thereof, which certifies that it is not
receiving financial assistance from the
United States exclusively pursuant to the
U.S. Housing Act of 1937 and which is
acceptable to the Commissioner. Such
a mortgagor shall be regulated or super-
vised as to rents, charges and methods
of operation in such manner as, in the
opinion of the Commissioner, will effec-
tuate the purposes of this subpart.

(c) Limited distribution mortgagor.
The limited distribution mortgagor shall
be a corporation, trust, partnership, as-
sociation, other entity, or an individual.
Such mortgagor shall be restricted by
law (or by the Commissioner) as to dis-
tribution of income and shall be regu-
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lated as to rents, charges, rate of re-
turn, and methods of operation in such
form and manner as is satisfactory to
the Commissioner to effectuate the pur-
poses of- this subpart.

(d) Cooperative and investor sponsor
mortgagors. (1) The cooperative mort-
gagor shall be a nonprofit cooperative
ownership housing corporation ap-
proved by the Commissioner which re-
stricts permanent occupancy of the proj-
ect to the members of the corporation
and which requires membership eligibil-
ity and transfers of membership in a
manner approved by the Commissioner.

(2) The investor-sponsor mortgagor
shall be a special type of mortgagor ap-
proved by the Commissioner which is or-
ganized to:

(i) Construct or rehabilitate a multi-
family project, and transfer the project
to a cooperative mortgagor within two
years from the date of completion;(ii) Operate the project until two
years from the date of completion or
until the conveyance to the cooperative
mortgagor, whichever occurs sooner, sub-
ject to special controls and requirements
of the Commissioner, including but not
limited to, the disposition of net income;

(iii) Operate the project, in the event
of failure to convey to a cooperative
mortgagor within the two-year period
as a limited distribution mortgagor sub-
ject to the controls and requirements of
the Commissioner.

(3) Such a mortgagor will be regu-
lated or restricted by the Commissioner
as to rents or sales, charges, rate of
return, and methods of operation In such
manner as, in the opinion of the Com-
missioner, will effectuate the purposes of
this subpart and protect the consumer
interest.

(e) General mortgagors. Any mort-
gagor, approved by the Commissioner,
not meeting the eligibility requirements
of paragraphs (a) through (d) of this
section which until the termination of
all obligations of the Commissioner
under the insuranc6 contract and during
such further period of time as the Com-
missioner shall be the owner, holder, or
reinsurer of the mortgage, Is regulated
or restricted by the Commissioner as to
rents or sales, charges, capital structure,
rate of return, and methods of operation,
in such manner as, in the opinion of the
Commissioner, will effectuate the pur-
poses of this subpart.

ELIGIBLE MORTGAGES

§ 221.511 lortgage form.
The mortgage shall be:
(a) Executed on a form approved by

the Commissioner for use in the Juris-
diction in which the property covered by
the mortgage is situated, which form
shall not be changed without the prior
written approval of the Commissioner.

(b) In the case of cooperative and in-
vestor sponsor mortgagors, the mortgage
shall provide that the mortgagor will not
arrange for management of the property
except in the manner and under an
agreement approved by the mortgagee
and the Commissioner in writing.

§ 221.512 Disbursement of the mort.
gage.

The mortgagee shall be obligated, as
a part of the mortgage transaction, to
disburse the principal amount of the
mortgage, to, or for the account of the
mortgagor or to his creditors for his
account and with his consent.
§ 221.513 Mortgage lien.

A mortgagor shall certify at final en-
dorsement of the loan for Insurance that:

(a) The property covered by the mort-
gage is free and clear of all liens other
than the Insured mortgage and such
other liens as may be approved by the
Commissioner.

(b) There will not be outstanding any
unpaid obligation contracted in con-
nection with the mortgage transaction,
the purchase of the mortgaged prop-
erty, or the construction of the project,
except obligations approved by the
Commissioner.
§ 221.514 Mlaxinum nmortgag, e anmouitt

(a) Principal obligation. The mort-
gage shall involve a principal obligation
not in excess of the lesser of the
following:

(1) Dollar limitations. (I) $12,500,000:
(Ql) For such part of the property or

project attributable to dwelling use (ex-
cluding exterior land improvement as
defined by the Commissioner) an amount
per family unit, depending on the num-
ber of bedrooms, which may be:

(a) $9,200 without a bedroom.
(b) $12,937.50 with one bedroom.
(c) $15,525 with two bedrooms,
(d) $19,550 with three bedrooms.
(e) $22,137.50 with four or more bed-

rooms.
(iII) Subdivision (ii) of this subpara-

graph shall not .be applicable where the
mortgagor qualifies as a rehabilitation
sales mortgagor under the provisions of
§ 221.510(a) (3).

(2) New construction. (i) In the case
of new construction where the mortgagor
is a nonprofit, builder-seller, public, co-
operative, or Investor-sponsor, the Com-
missioner's estimate of replacement cost
of the property or project when the im-
provements are completed (the replace-
ment cost may include the land, the pro-
posed physical improvements, utilitile
within the boundaries of the land, archi-
tect's fees, taxes, Interest during con-
struction, and other miscellaneous
charges incident to construction and ap-
proved by the Commissioner).

(it) In the case of new construction
where the mortgagor Is a general or a
limited distribution mortgagor, 90 per-
cent of the Commissioner's estimate of
the replacement cost of the property or
project when the proposed Improvements
are completed. The replacement cost
may include the land, the proposed phys-
ical Improvements, utilities within the
boundaries of the land, architccts fees,
taxes, Interest during construction, and
other miscellaneous charges Incident to
construction and approved by the Com-
missioner and shall Include an allowance
for builder's and sponsor's profit and risk
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of 10 percent of the foregoing items ex-
clusive of land unless the Commissioner,
after determining such allowance is
unreasonable, prescribes a lessor per-
centage.

(3) Repair or rehabilitation. (i) In the
case of a project which is to be repaired
or rehabilitated where the mortgagor is
a nonprofit, builder-seller, rehabilitation
sales, public, cooperative, or investor-
sponsor, the sum of the estimated cost of
the repairs or rehabilitation of the proj-
ect and the Commissioner's estimate of
the value of the property before repairs
or rehabilitation.
. (ii) In the case of a project which is
to be repaired or rehabilitated where
the mortgagor is a general or a limited
distribution mortgagor, 90 percent of the
sum of the estimated cost of the repairs
and rehabilitation of the project and
the Commissioner's estimate of the value
of the property before repair and reha-
bilitation.

(4) Purchase from local public agen-
cy. If the mortgage involves the financ-
ing of the purchase of property which
has been rehabilitated by a local public
agency with federal assistance pursuant
to section 110(c) (8) of the Housing Act
of 1949, the mortgage shall not exceed
the following amounts:

(i) Where the purchaser is a mort-
gagor other than a general or limited dis-
tribution mortgagor, the appraised value
of the property, as of the date the mort-
gage is accepted for insurance, or the
actual cost of acquisition, which ever
amount is the lesser.

(ii) Where the purchaser is a general
or limited distribution mortgagor, 90
percent of the appraised value of the
property, as of the date the mortgage is
accepted-for insurance, or 90 percent of
the actual cost of acquisition as approved
by the Commissioner, whichever amount
is the lesser.

(b) Increased mortgage amount-ele-
vator type structures- In order to com-
pensate for higher costs incident to con-
struction of elevator type structures of
sound standards of construction and
design, the Commissioner may increase
the dollar amount limitations per family
unit as provided in paragraph (a) (1) (II)
of this section not to exceed:

(1) $10,925 per family unit without a
bedroom.

(2) $15,525 per family unit with one
bedroom. -

(3) $18,400 per family unit with two
bedrooms.

(4) $23,000 per family unit with three
bedrooms.

(5) $26,162.50 per family unit with
four or more bedrooms.

(c) Increased mortgage amount--high
cost areas. (1) In any geographical area
where the Commissioner finds cost levels
so require, the Commissioner may in-
crease, by not to exceed 45 percent, the
dollar amount limitations set forth in
paragraphs (a) (1) (i) and (b) of this
section.

(2) If the Commissioner finds that be-
cause of high costs in Alaska, Guam, or

Hawaii It is not feasible to construct
dwellings without the sacrifice of Eound
standards of construction, design, and
livability within the limitations of maxi-
mum mortgage amounts provided in this
section, the principal obligation of mort-
gages may be increased in such amounts
as may be necessary to compensate for
such costs, but not to exceed in any
event the maximum, including high cost
area increases, If any, otherwise appli-
cable by more than one-half thereof.

(d) Maximum mortgage amount-
leaseholds. In the event the mortgage Is
on a leasehold estate rather than on a
fee simple holding, the value or replace-
ment cost of the property on which the
mortgage is based is the value or replace-
ment cost of the property In fee simple
reduced by an amount equal to the capl-
talized value of the ground rent.

(e) Loans to cover 2-year operating
loss-l) Operating loss determination.
When the Commissioner determines that
an operating loss has occurred during the
first 2 years following completion of the
project, he may, In his discretion. accept
for insurance under this part, a loan to
cover such loss. For the purposes of this
section, an. operating loss shall occur
when the commissioner determines that
the total of the taxes, interest on the
mortgage debt;, mortgage insurance pre-
miunms, hazard insurance premiums, and
the expense of maintenance and opera-
tion of the project (excluding deprecia-
tion) exceeds the project income.

(2) Security instrument. The loan
shall be secured by an instrument In a
form approved by the Commissioner for
use in the jurisdiction in which the proj-
ect is located.

(3) Maximum interest rate. The loan
may bear interest at such rate as may
be agreed upon by the mortgagee and
mortgagor, but in no case shall such rate
exceed -the rate In effect under
§ 221.518(a) on the date the commit-
ment is Issued. Interest shall be pay-
able in monthly installments on the
principal then outstanding.

(4) Maturity. The loan shall be lixh-
ited to a term not exceeding the unex-
pired term of the original mortgage.
§ 221.515 Adjusted mortgage amount-

rehabiitation projects.

A mortgage having a principal amount
coinputed in compliance with this sec-
tion, and which involves a project to be
repaired or rehabilitated, shall be sub-
ject to the following additional limita-
tions:

(a) Property held in fee. If the mort-
gagor Is the owner of an unencumbered
fee simple estate, the maximum mort-
gage amount shall not exceed 100 per-
cent of the Commissioner's estimate
of the cost of the proposed repairs or
rehabilitation;

(b) Property subject to existing mort-
gage. If the mortgagor owns the project
subject to an outstanding indebtedness,
which is to be refinanced with part of the
insured mortgage, the maximum mort-
gage amount shall not exceed: -
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(1) Nonprofit, bulder-seiler, public,
cooperative, or investor-sponsor mort-
gagor. If the mortgagor is a nonprofit,
builder-seller, public, cooperative, or in-
vestor-sponsor the Commissioner's esti-
mate of the cost of the repairs or re-
habilitatlon plus such portion of the
outstanding indebtedness as does not ex-
ceed the Commlissloner's estimate of the
value of such land and improvements
prior to the repairs or rehabilitation.

(2) General or limited di ribution
mortgagor. If the mortgagor is a gen-
eral or limited distribution mortgagor,
the Commissioner's estimate of the cost
of repair or rehabilitation plus such por-
tion of the outstanding Indebtedness a
do2s not exceed 90 percent of the Com-
misloner's estimate of the value of such
land and improvements prior to the re-
pair or rehabilitation.
(c) Property to be acquired. If thz

project Is to be acquired by the mort-
gagor and the purchase price is to b?
financed with a part of the -insured
mortgage, the maximum mortgage
amount shall not exceed:

(1) Nonprofit, buflder-seller, public,
cooperative, investor-sponsor, or reha-
blitation sales mortgagor. If the mort-
gagor Is a nonprofit, builder-seller, pub-
lic, cooperative, Investor-sponsor, or
rehabilitation sales, the Commissioner's
estimate of the cost of the proposed re-
pairs or rehabilitation plus the lesser of
either of the following:
(1) The actual purchase price of the

land and improvements.
(U1) The Commissioner's estimate of

the value of such land and improvements
prior to the repair or rehabilitation.

(2) General or limited distribution
_mortgagor. If the mortgagor Is a gen-
eral or limited distribution niortgagor:

(1) 90 percent of the Commissoner's
estimate of the cost of the repair or
rehabilitation, plus

(Ii) 90 percent of the actual price of
the land and improvements, or the Com-
missioner's estimate of the value of such
land and improvements prior to the re-
pair or rehabilitation, whichever is the
lezzer as provided In this subdivision (i).
§ 221.516 Maturity.

The mortgage shall have a maturity
satisfactory to the Commissioner and
shall contain complete amortization or
sinking-fund provisions satisfactory to
the Comm.ssioner.
§ 221.517 Payment requirements.
(a) Method of payment. The mort-

gage shall provide for monthly payments
on the first day of each month on account
of interest and principal and shall pro-
vide for payments in accordance with an
amortization plan as agreed upon by the
mortgagor, the mortgagee and the Com-
missconer.

(b) Date of first Payment to principal.
The Commissioner shall estimate the
time necessary to complete the project
and shall establish the date of the first
payment to principal so that the lapse of
time between completion of the project
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and commencement of amortization will
not be longer than necessary to obtain
sustaining occupancy.
§ 221.518 Iaximuminterest rate.

(a) The mortgage shall bear interest
at the rate agreed upon by the mortgagee
and the mortgagor, which rate shall not
exceed 7 percent, except that where a
letter inviting submission of an appli-
cation for commitment was issued by the
Secretary before February 18, 1971, or an
application for commitment was received
by the Secretary before February 18,
1971, the mortgage may bear interest at
the maximum rate in effect at the time
of issuance of the letter or receipt of the
application. Interest shall be payable in
monthly installments on the principal
amount of the mortgage outstanding on
the due date of each installment.

(b) In the case of a mortgage executed
by other than a general mortgagor, as
defined in § 221.510, the mortgage shall
bear interest at a rate not exceeding that
set forth in paragraph (a) of this sec-
tion up to and including the date of final
endorsement by the Commissioner, at
which time the rate of interest may (with
the approval of the Commissioner) be
lowered to 3 percent per annum.
§ 221.519 lMiortgage to cover the entire

property.
The mortgage shall cover the entire

property included in the housing project.
§ 221.519a lMortgage release provisions.

A mortgage executed by a rehabilita-
tion sales mortgagor shall provide that
at any time after final endorsement, the
property covered by the mortgage may
be released, in whole or in part, upon
payment of the unpaid balance of the
blanket mortgage allocable to the prop-
erty released.
§ 221.520 Covenant against liens.

(a) The mortgage shall contain a cov-
enant against the creation by the mort-
gagor of liens against the property su-
perior or inferior to the lien of the
mortgage except for such inferior lien as
may be required in connection with the
insurance of an operating loss loan or a
supplementary loan.

(b) The provisions of paragraph (a)
of this section shall not apply where a
lien inferior to the lien of the insured
mortgage is given in favor of an agency
of the United States under such circum-
stances as may be approved by the Com-
missioner.
§ 221.521 Covenant for hazard insur-

ance.
The mortgage shall contain a covenant

acceptable to the Commissioner binding
the mortgagor to keep the property in-
sured by a standard policy or policies
against fire and such other hazards as
the Commissioner, upon the insurance
of the mortgage, may stipulate, in an
amount which will comply with the co-
insurance clause applicable to the loca-
tion and character of the property, but
not less than 80 percent of the actual
cash value of the insurable improvements
and equipment of the project. The ini-

RULES AND REGULATIONS

tial coverage shall be in amount esti-
mated by the Commissioner at the time
of completion of the entire project or
units therefor. The policies evidencing
such insurance shall have attached
thereto, a standard mortgagee clause"
making loss payable to the mortgagee
and the Commissioner, as their interests
may appear.
§ 221.522 Accumulation of accruals.

(a) Except in the case of mortgages
bearing interest at the rate set out in
§ 221.518(b), the mortgage shall provide
for payments by the mortgagor to the
mortgagee on each interest payment date
of an amount sufficient to accumulate in
the hands of the mortgagee one payment
period prior to its due date, the next
annual mortgage insurance premium
payable by the mortgagee to the Com-
missioner. Such payments shall con-
tinue only so long qs the contract of
insurance shall remain in effect.

(b) In the case of all mortgages in-
sured under this subpart, the mortgage
shall provide for such equal monthly
payments by the mortgagor to the mort-
gagee as will amortize the ground rents,
if any, and the estimated amount of all
taxes, water rates and special assess-
ments, if any, and fire and other hazard
insurance premiums, within a period
ending one month prior to the dates on
which the same beconie delinquent. The
mortgage shall further provide that such
payments shall be held by the mortgagee,
for the purpose of paying such ground
rents, taxes, water rates and assessments,
and insurance premiums, before the
same become delinquent. The mortgage
must also make provision for adjust-
ments, in case the estimated amount of
such taxes, water rates and assessments,
and insurance premiums shall prove to
be more, or less, than the actual amount
thereof so paid by the mortgagor.

§ 221.523 Application of payments.
(a) The mortgage shall provide thas

all monthly payments being made by the
mortgagor to the mortgagee shall be
added together and the aggregate thereof
shall be paid by the mortgagor upon each
monthly payment date in a single pay-
ment. The mortgagee shall apply the
same to the following items In the order
set forth:

(1) Premium charges under the con-
tract of insurance, where applicable.

(2) Ground rents, taxes, special as-
sessments and fire and other hazard
insurance premiums.

(3) Interest on the mortgage.
(4) Amortization of the principal of

the mortgage.
(b) Any deficiency in the amount of

the aggregate monthly payment shall
constitute an event of default. The
mortgage shall further provide for a
grace period of thirty days, within which
time the default must be cured.
§ 221.524 Prepayment privileges.

(a) Prepayment in fufl-(1) Without
prior Commissioner consent. A mort-
gage indebtedness may be prepaid in full
and the Commissioner's controls termi-

nated without the prior consent of the
Commissioner in the following cases:

(I) Where the mortgage is insured un-
der section 221(d) (4) of the Act.

(ii) Where the mortgagor is a limited
distribution type, which is not receiving
payments from the Commissioner under
a rent supplement contract exeuted
pursuant to the provisions of 09 5.1 et
seq. of this title, and where the prepay-
ment occurs after the expiration of 20
years from the date of final endorsement
of the mortgage.

(ii) Where the project is converted to
condominium ownership or Is purchased
by a cooperative mortgagor, which ac-
tions are taken pursuant to section
221(1) or 221(j) of the Act.

(iv) Where the mortgage Is insured
pursuant to section 221(h) of the Act
and the prepayment occurs as a result
of a sale of the individual units com-
prising the proJect.

(2) With prior Commissioner consnmt.
In all other cases, except those outlined
in subparagraph (1), a mortgago in-
debtedness shall not be prepaid in full
and the Commissioner's controls will not
be terminated unless the Commissioner
gives his prior consent to such prepay-
ment.

(b) Partial prepayments. With the
prior written approval of the Commis-
sioner, partial prepayments may be made
for the purpose of reducing succeeding
monthly payments of the remaining bal-
ance as recast over the remaining port-ion
of the original mortgage term. I

(c) Optional provision. The mort-
gage may, If required by the mortgagee,
contain a provision that, prior to ma-
turity, and with the approval of the Com-
mLsioner, partial prepayments may be
made, after thirty days' written notice to
the mortgagee, on any principal payment
date. If prepayments are made in any
calendar year in excess of 15 percent of
the original face amount of the mort-
gage, the mortgagee will be permitted to
collect such reasonable charge on such
excess as is agreed upon between the
mortgagor and the mortgagee.

§ 221.525 Late charge.

The mortgage may provide for the col-
lection by the mortgagee of a late charge,
not to exceed 2 cents for each dollar of
each payment to interest and principal
more than 15 days in arrears, to cover the
extra expense involved in handling de-
linquent payments. Late charges rnall
be separately charged to and collected
from the mortgagor and shall not be de-
ducted from any aggregate monthly
payment.
§ 221.526 Issuance of bonds secured by

trust indenture.
In the event that bonds or other obli-

galons are to be issued as a part of the
insured mortgage transaction, the form
of bonds and the form of trust indenture
shall be subject to the approval of the
Commissioner, and shall be subject to
the following conditions:

(a) The Trustee named in such trust
indenture shall be a banking institution
or trust company (authorized to act In
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a fiduciary capacity and which is a
mortgagee approved by the Commis-
sioner); and

(b) The Trustee shall be the holder
of record of the insured mortgage (rep-
resented by the trust indenture) and
shall be authorized to act on behalf of
the holders of such bonds or other obil-
gations in all matters concerning the
mortgage insurance contract; and

(c) The holders of the bonds shall look
solely to the Trustee for the benefits of
the contract of mortgage insurance and
the trust indenture shall expressly au-
thorize the Commissioner to make pay-
ment of any claim under such contract
to the Trustee, without liability or ac-
cmuntability to the bondholders to see to
the application of the mortgage Insur-
ance contract benefits; and

(d) The bonds or other obligations
shall be issued only to holders meeting
the following qualifications:

(1) A mortgagee approved by the
Commissioner;

(2) A pension or retirement fund or
a profit-sharing plan maintained and
administered by a corporation or by a
governmental agency or by a trustee or
trustees, which has lawful authority to
acquire the bonds or other obligations;
or

(3) A charitable or nonprofit organi-
- zation.

§221.527 Mortgagor's certificate of
nondiscrimination and mortgage
covenant regarding use of property.

(a) the mortgagor shall certify to the
Commissioner as to each of the following
points:

(1) That neither he (it), nor anyone
authorized to act for him (it), will refuse
to sell or rent, after the making of a bona
fide offer, or refuse to negotiate for the
sale or rental of, or otherwise make
unavailable or deny the property covered
by the mortgage to any person because
of race, color, religion, or national origin.

(2) That any restrictive covenant on
such property relating to race, color, re-
ligion, or national origin is recognized as
being illegal and void and is hereby
specifically disclaimed.

(3) That civil action for preventative
relief may be brought by the Attorney
General in any appropriate U.S. District-
Court against any" person responsible for
a violation of this certification.

(b) The mortgage shall contain a
covenant prohibiting the use of the prop-
erty covered thereby for any purpose
other than that for which it was in-
tended at the date the mortgage was
executed.

ELIGIBLE MORTGAGEES

§ 221.528 Qualification of lenders.

The provisions of 203.1-203.9 of Part
203 of Subchapter C of this chapter shall
govern the eligibility qualifications and
requirements of mortgagees under this
subpart.

SUPERVISION Or M1OaTGAO*
§ 221.529 Form of regulation by Com-

missioner.

The Commissioner may regulate and
restrict the mortgagor as long as the
Commissioner is the Insurer, holder or
reinsurer of the mortgage. Such regula-
tion or restriction may be in the form of
a regulatory agreement, corporate char-
ter or such other means as the Commis-
sioner approves.
§ 221.530 Supervision applicable to all

Inortgagors.
(a) No charge shall be made by the

mortgagor for accommodations, facil-
ities, or services offered by the project
except those approved in writing by the
Commissioner.

(b) The mortgagor shall maintain Its
project, the ground, buildings, and equip-
ment appurtenant thereto, in good repair
and will promptly complete necessary re-
pairs and maintenance as required by the
Commissioner.

(c) In all projects, except those In-
volving rehabilitation where the mort-
gage does not exceed $200,000, a fund for
replacements shall be established and
maintained with the mortgagee. The
amount and type of such fund and the
conditions under which It shall be ac-
cumulated, replenished, and used, shall
be specified in the charter, trust agree-
ment, or regulatory agreement.

(d) The mortgagor, Its property
equipment, buildings, plans, offices, ap-
paratus, devices, books, contracts, rec-
ords, documents, and papers shall be
subject to inspection-and examination by
the Commissioner or his duly authorized
agent at all reasonable times.

(e) The mortgagor shall execute and
deliver to the Commissioner a certificate
that the books and accounts of the mort-
gagor will be established and maintained
n a manner satisfactory to the Com-
missioner on the date the certificate Is
executed. Such certificate shall be to
the effect that, so long as the mortgage Is
insured or held by the Commissioner, the
mortgagor's books and accounts will be
kept In accordance with the requirements
of the Commissioner-* will be in such
form as to permit a speedy and effective
audit and as may otherwise be prescribed
by the Commissioner; will be maintained
for such periods of time as may be pre-
scribed by the Commissioner; and will.
be available to the Commissioner and to
the Comptroller General of the United
States for such examination and audit
as they may desire to make. The mort-
gagor shall file with the Commissioner
and mortgagee the following reports
verified by the signature of such officers
of the mortgagor as the Commissioner
may designate and In such form as pre-
scribed by the Commissioner:

(1) Monthly occupancy reports when
required by the Commisioner;

(2) Complete annual financial re-
ports based upon examinations of the
books and records of the mortgagor, pre-
pared in accordance with the require-

ments of the Commissioner, certified to
by an officer of the mortgagor and, when
required by the Commissioner, prepared
and certified by a Certified Public Ac-
countant (or other person acceptable to
the Commissioner), such reports to be
submitted within sixty (60) days after
the end of each fiscal year;

(3) Specific answers to questions
upon which information is desired from
time to time relative to the actual cost
of construction, the disposition of- mort-
gage funds, the operation and condition
of the property and the status of the
insured mortgage;

(4) Properly certified copies of min-
utes of meetings of directors, officers,
stockholders, shareholders, or bene-
ficlarles.
§ 221.531 Supervision applicable to gen-

eral mortgagors.
The following restrictions and regula-

tions will be applicable to general
mOrtgagors:

(a) Capital structure. (1) The num-
ber of shares of capital stock, in the
case of a corporation, may be Issued in
such amounts and form as may be
agreed upon by the sponsors and the
Commissioner prior to the endorsement
of the mortgage for insurance; and

(2) In the case of a trust entity, bene-
ficial certificates of interest may be is-
sued in such amounts and form as may
be agreed upon by the mortgagor and
the Commissioner.

(b) Rate O1 return. Dividends or other
distributions, as defined in the charter,
trust agreement, or regulatory agree-
ment, may be declared or made only as
of or after the end of a semiannual or
annual fiscal period. No dividends or
other distributions shall be declared or
made except out of surplus cash legally
available and remaining after:

(1) Thepaymentof:
(I) All sums due or currently re-

quired to be paid under the terms of
any mortgage or note Insured or held
by the Commissioner;

(ID All amounts required to be de-
posited in the reserve fund for replace-
ments;

(Ill) All obligations of the project
other than the mortgage insured or held
by the Commissioner unless funds for
payment are set aside or deferment of
payment has been approved by the
Commissioner.

(2) The sezregation of:
(I) An amount equal to the aggre-

gate of all special funds required to be
mnintained by the project;

Wi) All tenant security deposits held.
No distribution of any kind may be

made from borrowed funds.
(c) Rents and charges. In approving

the allowable rents and charges and In
passing upon applications for changes,
consideration will be given to the fol-
lowing and similar factors:

(1) Rental income necessary to main-
tain the economic soundness of the
project.
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(2) Rental income necessary to pro-
vide a reasonable return on the invest-
ment consistent with providing reason-
able rentals to tenants.(d) Mortgagor's equity investment-
(1) Amount of deposit. Unless it can
be established to the satisfaction of the
Commissioner, prior to the final endorse-
ment of the mortgage for insurance, that
the mortgagor has an Investment in the
project, represented by cash expendi-
tures, in an amount equal to three per-
cent (3%) of the total cost of the project
as certified by the mortgagor and ap-
proved by the Commissioner, there shall
be deposited in a special fund an amount
equal to the difference between such
three percent (3%) and the amount of
any such investment for necessary ex-
penses incident to the completion of the
project. Disbursements from any such
fund, prior to three years from the date
of the final or Initial-final endorsement
of the mortgage for insurance, may be
made only with the prior written ap-
proval of the Commissioner.

(2) Cutoff date. The provisions of
subparagraph (1) of this paragraph
shall be applicable only to those mort-
gages which have received final endorse-
ment on or before November 15, 1962.
§ 221.532 Supervision applicable to

limited distribution mortgagors.
(a) The provisions of § 221.531(b)

(rate of return) -hall apply to limited
distribution mortgagors, except that the
amount of any allowable distribution or
disbursement from surplus cash shall not
exceed In any one fiscal year more than
6 percent of the mortgagor's initial equity
investment as determined by the Com-
missioner.

(b) The right of any allowable dis-
tribution or disbursement from surplus
cash shall be cumulative.
§ 221.533 Supervision applicable to co-

operative and investor sponsor mort-
gagors.

(A) The mortgagor shall not permit
occupancy except under an occupancy
agreement or lease approved by the
Commissioner.

(b) Except with the prior written
approval of the Commissioner, no com-
pensation shall be paid by the corpora-
tion to its officers or directors, as such,
or to any person or corporation for
supervising or managerial service. No
compensation shall be paid by the cor-
poration to any employee in excess of
an amount agreed upon by the Com-
missioner and specified in the charter.
No officer, director,, stockholder, agent,
or employee of the corporation shall in
any manner become indebted to the cor-
poration except on account of approved
occupancy charges.
§ 221.531 Supervision applicable to co-

operative mortgagors.
(a) A general operating reserve shall

be established and maintained as long
as the mortgage insurance is In force,
In a manner And for the purposes speci-
fied In the charter or regulatory
agreement.

(b) Surplus funds, after meeting
reserves and after meeting all obliga-
tions of the mortgagor, may be disbursed
to the members in the form of reduced
carrying charges or reduced sales prices
of the dwelling accommodations, or
patronage refunds.
§ 221.535 Supervision applicable to in-

vestor-sponsor mortgagors.
(a) Investor-sponsor's escrow. The

mortgagee shall hold in escrow such
amount as the Commissioner determines
will be needed, in the event the project
is not transferred to a cooperative within
2 years from the date of project com-
pletion, to reduce the principal of the
mortgage to an amount authorized for
a limited distribution mortgagor. The
amount held in escrow may be disbursed
to the mortgagor If the transfer occurs
within the 2-year period. Where the
transfer does not occur within such
period, the escrow shall be applied
against the mortgage or in such other
manner as the Commissioner may direct.

(b) Transfer to cooperative mortga-
gor. The consideration for the transfer
to a cooperative mortgagor shall be the
assumption of the mortgage indebted-
ness plus a downpayment in an amount
which, when added to the original prin-
cipal, shall not exceed the actual cost
of the investor sponsor as approved by
the Commissioner.
§ 2 21.5 3 5 a Supervision applicable to

builder-seller mortgagors.
(a) Builder-seller's escrow. The mort-

gagee shall hold in escrow such amount
as the Commissioner determines will be
needed, in the event the project is not
transferred to a nonprofit mortgagor at
final endorsement or within such addi-
tional period as may be agreed to in writ-
ing by the Commissioner, to reduce the
principal of the mortgage to an amount
authorized for a limited distribution
mortgagor. The amount held In escrow
may be disbursed to the mortgagor If
the transfer occurs at final endorsement
or within such period as may be agreed
to by the Commissioner. Where the
transfer does not occur within the pre-
scribed period, the escrow shall be ap-
plied against the mortgage or in such
other manner as the Commisstoner may
direct.

(b) Transfer to nonprofit mortgagor.
The consideration for the transfer to
the nonprofit mortgagor shall be the as-
sumption of the mortgage indebtedness
to which may be added a cash payment
in an amount which, when added to the
original principal, shall not exceed the
builder-seller's actual cost as approved
by the Commissioner.

OCCUPANsCY REQU nre TS
§ 221.536 Occupancy requirements ap-

plicable to all mortgagors.
The mortgagor shall certify under

oath to the Commissioner, as long as
the Commissioner is the insurer, holder,
or reinsurer of the mortgage, that the
mortgagor will not:

(a) In selecting tenants for the project
covered by the mortgage, discriminate

against any faniily by reason of the fact
that there are children in the family;

(b) Rent, permit the rental or permit
the offering for rental of the housing, or
any part thereof, covered by such mort-
gage, for transient or hotel purposes.
For the purposes of this certificate, the
term rental for transient or hotel pur-
poses shall mean (1) rental for any pe-
riod less than 30 days, or (2) any rental,
if the occupants of the housing accom-
modations are provided customary hotel
services such as room service for food
and beverages, maid service, furnishing
and laundering of linens, and bellboy
services;

(e) Sell the project as long as the
Commissioner Is the insurer, holder, or
reinsurer of the mortgage, unless the
purchaser also certifies.
§ 221.537 Additional occupancy require.

ments; preferred purchascrs or ten.
ants.

(a) Initial occupancy. In the case of
a rental projeqt owned by a mortgagor
whose mortgage bears interest at the rate
set out in § 221.518(b), initial occupancy
shall be restricted to those determined by
the Commissioner as having a low or
moderate income and who are one of the
following:

(1) A family.
(2) A single person 62 years of ago or

older.
(3) A single person who is less than 62

years of age, provided that occupancy
by this age group shall be limited to 10
percent of the dwelling units in the
project unless the occupanto receive rent
supplement benefits under the provisions
of §§ 5.1 et seq. of thls, title, In which
Instance the 10 percent limitation shall
not be applicable.

(4) A handicapped person meeting the
qualifications of paragraph (d) of this
section.

(b) Continued occupancy. Continued
occupancy by tenants following a change
In income or family composition subse-
quent to Initial occupancy shall be under
such conditions as the CommIsioner may
prescribe.

(c) Preference for displacccs. In a1
cases, preference or priority of oppor-
tunity to rent dwelling units shall be
given to familile or single persons who
have been displaced from an urban re-
newal area, or as a result of govern-
mental action, or as a result of a disaster
determined by the President to be a
major disaster,

(d) Definition of handicapped. For
the purposes of this section, a person
shall be considered as handicapped if he
has a physical Impairment which:

(1) Is expected to be of a long-con-
tinud and indefinite duration;

(2) Substantially impedes his ability
to live independently; and

(3) Is of such a nature that his ability
to live independently could be improved
by more suitable housing conditions,

(e) Temporary suspensions. The occu-
pancy requirement. for initial occu-
pancy, as prescribed in paragraph (0) of
this section, may be temporarily sus-
pended by the Commissioner for a period
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not exceeding I year. The denial or the
approval of a request for such tempo-
rary suspension shall be within the sole
discretion of the Commissioner, and the
approval of a temporary suspension of
initial occupancy requirements shall be
under such conditions and requirements
as the Commissioner may prescribe.
§221.538 Applicability of prevailing

wage requirements.
(a) In general. Prevailing wage re-

quirements shall be applicable to mort-
gage insured under this subpart, except
those specified In paragraph (b) of this
section, and the compliance with such
requirements shall be evidenced at such
time and in such manner as the Com-
missioner may prescribe; as follows:

(1) Labor Standards. Any contract,
subcontract, or building loan agreement
executed for the performance of con-
struction of the project shall comply
with all applicable labor standards and
provisions of the regulations of the Sec-
retary of Labor issued May 9, 1951, 29
CFR 5.1-5.12 (16 F.R. 4430).

(2) 1neligible contractors. No con-
struction contract shall be entered into
with a general contractor or any sub-
contractor if such contractor or any such
subcontractor or any firm, corporation,
partnership or association in which such
contractor or subcontractor has a sub-
stantial interest Is included on the inel-
Igible list of contractors or subcontrac-
tors established and maintained .by the
Comptroller General, pursuant to § 5.6
(b) of the Regulations of the Secretary
of Labor, issued May 9, 1951, 29 CFR
5.6(b) (16 F.R. 4431).

(3) Inelgible advances. No advance
under the mortgage shall be eligible for
insurance after notification from the
Comnmissioner'that the general contrac-
tor or any subcontractor or any firm,
corporation, partnership or association
in which such contractor or subcontrac-
tor has a substantial interest was, on the
date the contract or subcontract was
executed, on the ineligible list established
by the Comptroller General, pursuant to
the provisions of the Secretary of Labor,
issued May 9, 1951, 29 CEE 5.6(b) (16

R. 4431).
(4) Wage certificate. No advance

under any mortgage shall be eligible for
insurance unless there Is filed with the
application for such advance a certifi-
cate or certificates in the form required
by the Commissioner, supported by such
other information as the Commissioner
may prescribe, certifying that the labor-
ers and mechanics employed in the con-
struction of the dwelling or dwellings, or
housing project involved have been paid
not less than the wages prevailing in the
locality in which the work was performed
for the corresponding classes of laborers
and mechanics employed on construction
of a similar character, as determined by
the Secretary of Labor prior to the be-
ginning of construction and after the
date of filing of the application for
insurance.

(b) Excepted transactions. The re-
quirements of paragraph (a) of this sec-

tion shall not be applicable in either of
the following instances:

(1) 'Where the mortgage is executed
by a rehabilitation sales mortgagor meet-
ing the requirements of § 221.510(a) (3)
and covers property on which there are
located eight or fewer single family
dwellings.

(2) Where, In connection with the
construction of a project involving a co-
operative, investor-sponsor, or rehabill-
tation sales mortgagor, the Comml -
sioner has waived the requirements and
each of the following circumstance3
occur:

(I) Where the laborers or mechanics
not otherwise employed in the construc-
tion of such project (or the prospective
owners of the individual dwellings, in
the case of a rehabilitation sales mort-
gagor) are to voluntarily donate their
services without compensation for the
purpose of lowering their housing costs
in the project.

(i) Where the mortgagor establishes
to the satisfaction of the Commisstoner
that amounts saved by the donated serv-
ices will be credited to the account of
the mortgagor.
§ 221.539 Discrimination prohibited.

Any contract or subcontract executed
for the performance of construction of
the project shall contain a provision that
there shall be no discrimination against
any employee, or applicant for employ-
ment because of race, color, creed, or
national origin. Where the mortgagor
Is the general contractor, the building
loan agreement shall contain the above
provisions.

INSURACE OF ADvANCEs
§ 221.540 Financial requirements.

In order for a mortgage to be eligible
for insurance of advances, the following
fliancial requirements must be met by
the mortgagor to the satisfaction of the
Commissioner:

(a) A mortgagor, other than a non-
profit mortgagor, shall deposit with the
mortgagee, or in a depository satisfac-
tory to the mortgagee and under the
control of the mortgagee, for the purpose
of meeting the cost of equipping and
renting the project subsequent to com-
pletion of construction of the entire proj-
ect or units thereof and, during the
course of construction, for allocation by
the mortgagee to accruals for taxes,
ground rents, mortgage Insurance pre-
miunms, property insurance premiums,
and assessments required by the terms
of the mortgage:

(1) In the case of new construction,
an amount equivalent to not less than
two percent of the original principal
amount of the mortgage.

(2) In the case of rehabilitation, an
amount satisfactory to the Commis-
sioner.

(b) Prior to initial endorsement, the
mortgagor shall deposit with the mort-
gagee cash deemed by the Commiss oner
to be sufficient, when added to the pro-
ceeds of the insured mortgage, to assure
completion of the project and to pay

the initial service charge, the carrying
charges, and the legal and organization
expenses incident to the construction of
the projecb. Such funds shall be held
by the mortgagee in a special account
or by an acceptable depository desig-
mted by the mortgagee under an appro-
priate agreement approved by the Com-
ml-oner requiring all such funds to be
disbursed for work and material on the
physical improvements, and for other
charges and expenses to be paid when
due, prior to the advance of any mort-
gage money.

(c) All fees and charges to be paid
by the mortgagor in connection with
financing which are In excess of the inl-
tial service charge and which have been
approved by the Commissioner, shall be
deposited with the mortgagee in cash,
prior to initial endorsement, unless other
arrangements acc-ptable to the Commis-
sioner are made.

(d) The CommLioner shall require
amurance of completion of offsite public
utilities and streets in all cases, except
where a municipality or other public body
has by agreement (acceptable to the
Commissioner) agreed to install such
utilities and streets without cost to the
mortgagor. Where such assurance is re-
quired, it shall be either in the form of
a cash escrow deposit or the retention of
a specified amount of mortgage prceeds
by the mortgagee. If a cash escrow is
used. It shall be deposited with the mort-
gagee or with an acceptable trustee or
escrow agent designated by the mort-
gagee. If mortgage proceeds are used, the
mortgagee shall retain under terms ap-
proved by the Commiss-oner, rather than
disburse at the initial closing of the
mortgage, a portion of the mortgage pro-
ceeds allocated to land in the project
analysis. As additional assurance, the
Commissioner may also require a surety
company bond or bonds.

(e) The mortgagee may accept, in lieu
of a cash deposit required by paragraphs
(a), (c) and (d) of this section, an
unconditional Irrevocable letter of credit
Issued to the mortgagee by a banking
institution. In the event a demand un-
der the letter of credit is not Immediately
met, the mortgagee shall forthwith pro-
vide cash equivalent to the undrawn-
balance thereunder.
§ 22L541 Building loan agreeznent.

Prior to the initial endorsement of the
mortgage for insurance, the mortgagor
and the mortgagee shall execute a build-
ing loan agreement, approved by the
Commissioner, setting forth the terms
and conditions under which progress
payments may be advanced during con-
struction. To be covered by mortgage in-
surance, each prozress payment shall be
approved by the Commissioner.
§ 221.542 Assurance of completion.

(a) The mortgagor shal furnish as-
surance of completion of the project, in
the form of a personal indemnity agree-
ment, a surety company bond or bonds,
a cash escrow deposit, a letter of credit,
or an agreement controlling the dis-
bursement of construction funds coupled
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with a guaranty of performance of the
construction contract, as required by the
Commissioner. The personal indemnity
agreement and the bonds shall be on
forms approved by the Commissioner.
The surety company executing a bond
must be satisfactory to the Commis-
sioner. Where a cash escrow deposit is
used, it shall be established under an
agreement with the mortgagee or with
a depository satisfactory to the mort-
gagee and the Commissioner and shall
involve cash, or securities of, or fully
guaranteed as to principal and interest
by, the United States of America. Where
an agreement controlling the disburse-
ment of construction funds coupled with
a guaranty of performance of the con-
struction contract is used, the agreement
shall contain terms satisfactory to the
Commissioner. The types of assurance
to be furnished are as follows:

(1) Where the estimated cost of con-
struction or rehabilitation is $500,000 or
less, assurance will be accepted in the
form of a personal indemnity agreement
executed by the principal officers, direc-
tors, stockholders, or partners or indi-
viduals operating as the general
contractor.

(2) Where the estimated cost of con-
sbruction or rehabilitation is more than
$500,000 or where such cost is less than
$500,000 and a personal indemnity agree-
ment is not executed, assurance shall be
by a surety company bond or bonds, a
cash escrow deposit, a letter of credit, or
an agreement controlling the disburse-
ment of construction funds coupled with
a guaranty of performance of the con-
struction contract, the amount of which
shall be prescribed by the Commissioner.

(b) The mortgagee may accept, in lieu
of a cash deposit required by paragraph
(a) of this section, an unconditional
irrevocable letter of credit issued to the
mortgagee by a banking institution. In
the event a demand under the letter of
credit is not immediately met, the mort-
gagee shall forthwith provide cash
equivalent to the undrawn balance
thereunder.

(c) Rehabilitation projects involving
11 or less living units shall be excepted
from the indemnity agreement, bonding,
escrow, or letter of credit requirements of
paragraphs (a) and (b) of this section,
but the benefits of such exception shall
not be available where it has already
been applied to two rehabilitation proj-
ects (each involving 11 or less living
units) currently being constructed and
which involve the same mortgagor or
general contractor.

APPLxCATiON OF NET INCoE

§ 221.542a Accounting for net income.
All net income received by a non-

profit, builder-seller, investor-sponsor,
rehabilitation sales mortgagor shall be
accounted for to the Commissioner and
shall not be distributed without the prior
approval of the Commissioner.
§ 221.543 Advance amortization.

(a) If prior to the beginning of amor-
tization net income, as defined by the
Commissioner, is received as a result of
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the rental of the mortgaged property,
such net income, to the extent deter-
mined by the Commissioner, shall be ap-
plied in one or more of, the following
ways:

(1) To advance amortization.
(2) To offset the cost of approved cap-

ital improvements.
(3) To be deposited in the reserve

fund for replacement and to be held as
a reserve in addition to the monthly de-
posits required by the regulatory agree-
ment. In addition to being applicable to
commitments issued on or after De-
cember 3, 1963, the provisions of this
subparagraph shall be applicable to
commitments outstanding on such date
where the mortgage has not received
final endorsement.

(b) The provisions of paragraph (a)
of this section shall not apply to the
following:

(1) Investor-sponsor, builder-seller,
nonprofit, or rehabilitation sales mort-
gagor (the distribution of net income by
such mortgagors Is controlled by
§ 221.542a).

(2) Cooperative mortgagors (the' use
of surplus funds by such mortgagors is
prescribed in § 221.534).

(3) Projects involving rehabilitation
where the mortgage does not exceed
$200,000.

PROPERTY REQUIEL=EN

§ 221.544 Eligibility of property.
(a) A mortgage to be eligible for in-

surance shall be on real estate held:
(1) In fee simple; or
(2) On the interest of the lessee under

a lease for not less than ninety-nine
years which is renewable; or

(3) Under a lease having a period of
not less than seventy-five years to run
from the date of mortgage is executed;
or

(4) Under a lease executed by a gov-
ernmental agency, an Indian or an
Indian tribe for the maximum term
consistent with the legal authority for
the execution of such lease, provided
that the term of any such lease shall run
for a period of not less than fifty years
from the date the mortgage is executed.

(b) The property constituting security
for the mortgage must be held by an
eligible mortgagor as herein defined and
must at the time the mortgage Is insured
be free and clear of all liens other than
that of such mortgage.
§ 221.545 Development of property.

(a) Obligation of mortgagor. The
mortgagor shall be obligated to develop
the property as follows:

(1) A mortgagor, other than a reha-
bilitation sales mortgagor meeting the
requirements of § 221.510(a) (3), shall
be obligated to either construct and com-
plete new housing accommodations on
the mortgaged property or rehabilitate
existing housing accommodations' de-
signed principally for residential use.

(2) A rehabilitation sales mortgagor
meeting the requirements of § 221.510
(a) (3) shall be obligated to purchase and
rehabilitate existing housing.

(b) Minimum number of units. (1)
A project, other than a project to be
rehabilitated by a rehabilitation sales
mortgagor meeting the requirements of
§ 221.510 (a) (3), shall consist of not less
than five dwelling units and may be de-
tached, semidetached, or row houses, or
multifamily structures.

(2) A project, where the mortgagor is
a rehabilitation sales mortgagor meeting
the requirements of § 221.510(a) (3),
shall consist of not less than four single
family dwellings or four one-family units
in a condominium. The single family
dwellings, may be detached, semide-
tached, or row houses. The family units
shall be located in a structure or struc-
tures concerning which the mortgagor
certifies that it intends, upon com-
pletion of the project, to commit the
ownership of the project to a plan of
apartment ownership approved by the
Commissioner.

(c) Compliance with governmental
regulations. The property, including
improvements, shall comply with any
material zoning or deed restrictions ap-
plicable to the project site and with all
applicable building and other govern-
mental regulations.

§ 221.546 Commercial and community
facilities.

(a) In general. The project may in-
clude such commercial and community
facilities as the Commissioner deems ade-
quate to serve the occupants.

(b) Urban renewal area projects.
Where the project is located in an urban
renewal area, it may include such non-
dwelling facilities as the Commissioner
determines will be desirable and consis-
tent with the urban renewal plan and
contribute to the economic feasibility of
the project. Approval of such nondwel-
ling facilities shall only be granted un-
der the following conditions:

(1) That the project will remain pro-
dominantly residential,

(2) That the nondwelling facllties will
not adversely affect the other business
enterprises in the community.

(3) That the mortgagor, in a case in-
volving a mortgage bearing interest at
the special below market rate provided
In § 221.518(b), agree to waive the right
to receive dividends on Its equity invest-
ment in the portion of the project de-
voted to commercial facilities.

(c) Rehabilitation s a I e s projeots.
Commercial and community facilities
shall not be included In a project in-
volving a mortgage meeting the require-
ments of § 221.510(a) (3).

§ 221.546a Neighborhood ciniacterntlcti.
In a case involving a mortgagor meet-

ing the requirements of § 221.510(a) (3),
the mortgagor shall establish to the
satisfaction of the Commissioner either
of the following:

(a) That the property to be rehabili-
tated is located in a neighborhood which
is sufficiently stable and contains sufi-
cient public facilities and amenities to
support long-term values.

(b) That the rehabilitation to be car-
ried out by the mortgagor plus its relatcd

FEDERAL REGISTER, VOL. 36, NO. 246-WEDNESDAY, DECEMBEn 22, 1971



RULES AND REGULATIONS

activities and the activities of other
owners of housing in the neighborhood,
together-with actions to be taken by pub-
lic authorities, will be of such scope and
quality as to give reasonable promise
that a stable environment will be created
In the neighborhood.

COST CER=CATiON P.EQUnPUm=rs
§ 221.547 Certification of cost require-

rents.
(a) Prior to initial endorsement of the

mortgage for insurance, the mortgagor,
the mortgagee, and the Commissioner
shall enter into an agreement in form
and content satisfactory to the Commis-
sioner for the purpose of precluding any
excess of mortgage proceeds over statu-
tory limitations. Under this agreement,
the mortgagor shall disclose its relation-
ship with the builder, including any col-
lateral agreement, and shall agree:

(1) To enter into a construction con-
tract in a form meeting the require-
ments of § 221.548.

(2) To execute a certificate of actual
costs, upon completion of all physical im-
provements on the mortgaged property.

(3) To apply in reduction of the out-
standing balance of the principal of the

.mortgage any excess of mortgage pro-
ceeds over:

(i) In the case of a general or limited
distribution mortgagor, 90 percent of
actual cost; or

(ii) In th6 case of all other mort-
gagors, 100 percent of actual cost.

(b) The provisions of paragraph (a)
of this section relating to disclosure and
the requirement for a construction con-
tract shall not apply where the mort-
gagor is the general contractor.

(c) The provisions of paragraph (a)
of this section shall not be applicable
to a project involving a rehabilitation
sales mortgagor.

- § 221.548 Form of contract.
(a) -n general. The contract be-

tween the mortgagor and the general
contractor shall be in the form of either
a lump sum contract or a cost plus con-
tract. The lump sum contract shall
provide for the payment of. a specified
amount. The cost plus contract shall
provide for the payment of the actual
cost of construction, not to exceed an
upset price, and may include a provi-
sion for an additional payment to the
builder of a fee in an amount allowed
by the Commissioner.

(b) Lump sum contract. A lump sum
contract may be used where it is estab-
lished to the satisfaction of the Com-
missioner that no Identity of interest
exists between the mortgagor or any of
its officers, directors, stockholders or
partners and the general contractor, and
where the mortgage is executed by a-
public, limited distribution, investor
sponsor or general mortgagor. A lump
sum contract may also be used where
the mortgage is executed by a coopera-
tive mortgagor if the Commissioner
makes the foregoing determination as
to nonidentity of interest and It is

established to the Comm-ltoner's satis-
faction that a cost plus form of con-
tract is not required to protect his
interests.
(c) Cost plus contract. A cost plus

contract shall be used in each of the
following instances:

(1) Where it is determined by the
Commirsoner that an identity of In-
terest exists betiween the mortgagor or
any of its officers, directors, stockhold-
ers or partners and the general con-
tractor.

(2) Where the mortgage is executed
by a cooperative mortgagor and it is
determined by the Commissioner that
a cost plus form of contract is required
to protect his Interests.

(3) Where the mortgage is executed
by a nonprofit or builder-seller mort-
gagor, unless it is established to the
Commissioner's satisfaction that a cost
plus form of contract is not required
to protect his interests and the Interests
of the mortgagor, in which case a lump
sum form of contract may be used.
§ 221.549 Certificate as to suLcontructs.

(a) If It is determined by the Commis-
sioner that the mortgagor, its officers,
directors or stockholders, have any In-
terest, financial or otherwise, In any
subcontractor or material supplier, the
mortgagor must certify in a form pre-
scribed by the Commissioner prior to
final endorsement that the amounts paid
to such subcontractor or material sup-
plier were not more than the rate pre-
vauing in the locality for simila type
labor and materials.

(b) The provisions of paragraph (a)
of this section shall not be applicable to
a project involving a rehabilitation sales
mortgagor.
§ 221.550 Certificate of actual cost-

contents in general.
(a) Submission of certificate. The

mortgagor's certificate of actual cost, in
a form prescribed by the Commissioner,
shall be submitted prior to final en-
dorsement and upon.completlon of the
improvements to the satisfaction of the
Commissioner.

(b) Items to be included. The cer-
tificate shall show the actual cost to the
mortgagor of:

(1) The cost plus construction con-
tract, including the builder's fee actu-
ally paid and approved by the Commis-
stoner; or the lump sum construction
contract; or the cost of the construction
of the project, where the mortugaor also
acts as the general contractor and no
construction contract is executed.

(2) The architect's fee.
(3) The offslte public utilities and

streets not included in subparagraph (1)
of this paragraph.

(4) The organizational and lezal
expenses.

(5) The other Items of expense ap-
proved by the Commissioner.
(c) items not to be included. The

.certificate shall not include as actual
cost any kickbacks, rebates, trade dis-

counts, or other similar payments to the
mortgagor or to any of Its officers, direc-
tors, stockholders, or partners. Any
such payments shall be deducted from
the costs determined under paragraph
(b) of this section.

(d) Nonapplicabffity to rehabilitation
sales mortgagors. The provisions of para-
graphs (a) through (c) of this section
shell not be applicable to a project in-
volving a rehabilitation sales mortgagor.
§ 221.550a Certificate of actual cost-

buildcr's and sponsor's profit and
risk allowance.

(a) In general. The mortgagor's cer-
tificate of actual cost shall include (ex--
cept In a case involving a nonprofit,
builder-s e 11 e r, cooperative, Investor-
sponsor, or rehabilitation sales mort-
gagor) an allowance for builder's and
sponsor's profit and rl- The amounts of
the allowance shll bz.dependent upon a
determination by the Commissioner as-
to whether or not there exists an Identity
of interest between the mortgagor or any
of Its officers, directors, stockholders, or
Partners and the general contractor.

(b) Identity of interest cases. Where
an Identity of Interest exists, a builder's
and sponsor's profit and risk allowance
shall be included in lieu of the builder's
feeprovidedfor In § 221.550(b) (1). This
allowance shall be 10 percent of the ac-
tul cost computed in accordance with
§ 221.550 excluding the following items:

(1) Any builder's fee actually paid
and approved by the Commissionem
(This fee shall be paid out of the builder's
and sponsor's profit and risk allowance.)

(2) The cost of the land or any
amount paid for a leasehold.

(3) The value of the land and Im-
provements prior to repair or rehabilita-
tion plus the amount of the mortgage
proceeds used to refinance any outstand-
Ing Indebtedness on the property where
the property involves the financing of
repair or rehabilitation.

(c) Nonidentity of interest cases.
Where no Identity of interest exists, a
sponsor's profit and r allowance shall
be included. This allowance shall be 10
percent of the actual cost computed in
accordance with § 221.550 excluding the
following Items:

(1) The amounts paid by the mort-
gagor under the construction contract.

(2) The cost of the land or any
amount paid for a leasehold.

(3) The value of the land and Im-
provements prior to repair or rehabilita- -
tion plus the amount of the mortgage
proceeds used to refinance any outstand-
ing indebtednes3 on the property where
the mortga ge Involves the financing of
repair or rehabilitation.

(d) Nonapplfcability to nonprofd.
builder-s e le r, cooperative, investor-
sponsor, or rehabilitation sales mort-
gagor. The provisions of paragraphs (a)
through (c) of this section shall not be
applicable to a project involving a non-
profit, bullder-seller, cooperative, In-
ves-tor-sponsor, or rehabilitation sales
mortzagor.
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§ 221.551 Contractor's certification.
(a) Certification by general contrac-

tor. Where a cost plus form of contract
is used by a cooperative mortgagor or
where any other type of mortgagor is
required by the Commissioner to use
such contract, the mortgagor shall sub-
mit along with its certificate of actual
cost a certification of the general con-
tractor, in a form prescribed by the Com-
missioner, as to all actual costs paid for
labor, materials and subcontract work
under the general contract exclusive of
the builder's fee and any kickbacks, re-
bates, trade discounts, or other similar
payments to the general contractor, the
mortgagor, or any of its officers, direc-
tors, stockholders or partners.

(b) Certiftcation by subcontractor.
Wh~re It is determined by the Commis-
sioner that an identity of interest exists
between the mortgagor or any of its of-
ficers, directors, stockholders or partners
and any subcontractor, material supplier,
or equipment lessor, the mortgagor may
be required by the Commissioner to
submit a certification of actual cost by
such subcontractor, material supplier, or
equipment lessor, in a form prescribed
by the Commissioner, as to all actual
costs paid for labor, materials, subcon-
tracts and overhead exclusive of any
kickbacks, rebates, trade discounts, or
other similar payments to the general
contractor, the mortgagor or any of its
officers, directors, stockholders or part-
ners. Where the use of a cost plus form
of contract Is required by the Commis-
sioner, and It is determined by the Com-
missioner that an identity of interest
exists between the general contractor
and any subcontractor, material supplier,
or equipment lessor, the mortgagor may
be required by the Commissioner to
submit a certification of actual cost by
such subcontractor, material supplier, or
equipment lessor.

(c) The provisions of paragraphs (a)
and (b) of this section shall not be ap-
plicable to a project involving a rehabili-
tation sales mortgagor.
§ 221.552 Records.

(a) The mortgagor shall keep and
maintain adequate records of all cost of
any construction or other cost items not
representing work under the general
contract and, in the case of a fixed
fee contract, shall require the builder to
keep similar records and, upon request
by the Commissioner, shall make avail-
able for examination such records in-
eluding any collateral agreements.

(b) The provisions of paragraph (a)
of this section shall not be applicable to
a project involving a rehabilitation sales
mortgagor.
§ 221.553 Certificate of public account.

ant.
(a) In all projects, except those speci-

fied in paragraph (b) of this section, the
certificate of actual cost shall be sup-
ported by a certificate as to accuracy by
an independent Certified Public Account-
ant or independent public accountant,
which shall include a statement that the

accounts, records and supporting docu-
ments have been examined in accordance
with generally accepted auditory stand-
ards to the extent deemed necessary to
verify the actual costs.

(b) The provisions of paragraph (a)
of this section shall not be applicable to
a project involving 40 or less living units
or to a project involving a rehabilitation
sales mortgagor.
§ 221.554 Value of land.

(a) Upon receipt of the mortgagor's
certification of actual cost there shall
be added to the total amount thereof
the Commissioner's estimate of the fair
market value of any land included in
the mortgage security and owned by the
mortgagor in fee, such value being prior
to the construction of the improvements.
In the event the land is held under a
leasehold or other interest less than a
fee, the cost, if any, of acquiring the
leasehold or other interest is considered
an allowable expense which may be
added to actual cost provided that in no
event such amount is in excess of the
fair market value of such leasehold or
other interest exclusive of proposed
improvements.

(b) The provisions of paragraph (a)
of this section shall not bd applicable to
a project involving a rehabilitation sales
mortgagor.
§221.555 R e d u c t i o n in mortgage

amount-new construction.
(a) If the principal obligation of the

mortgage exceeds (a) in the case of a
general or limited distribution mort-
gagor, 90 percent, or (b) in the case of
other mortgagors, 100 percent, of the
total amount as shown by the certificate
of actual cost plus the value of land,
the mortgage shall be reduced by the
amount of such excess prior to final
endorsement for insurance.

(b) The provisions of paragraph (a)
of this section shall not be applicable to
a project involving a rehabilitation sales
mortgagor.
§ 221.556 R e d u c t i o n in mortgage

amount-rehabilitation.
In the event the mortgage is to finance

repair or rehabilitation, the mortgagor's
actual cost of such repair or rehabilita-
tion may include the items of expense
permitted for new construction in ac-
cordance with § 221.550 and the ap-
plicable cost certification procedure
described therein will be required; pro-
vided such mortgage shall be subject to
the following limitations,

(a) Property held in fee. If no part
* of the proceeds is to be used to finance
the purchase of the land or structures
involved, the mortgage shall be reduced
to an amount not to exceed 100 percent
of the approved cost of the completed
repair or rehabilitation.

(b) Property subject to existing mort-
gage. If the insured mortgage is to in-
clude the cost of refinancing an existing
mortgage acceptable to the Commis-
sioner, the amount of the existing mort-
gage or (1) in the case of a general or
limited distribution mortgagor, 90 per-

cent, or (2) in the case of all other
mortgagors, 100 percent'of the Commis-
sioner's estimate of the fair market value
of the land and existing improvements
prior to repair or rehabilitation, which-
ever Is the lesser, shall be added to the
actual cost of the repair or rehabilitation,
If the principal obligation of the Insured
mortgage exceeds the total amount thus
obtained, the mortgage shall be reduced
by the amount of such excess prior to
final endorsement for insurance.

(c) Property to bc acquired. If the
mortgage Is to Include the cost of land
and improvements, and the purchase
price thereof Is to be financed with part
of the mortgage proceeds, the purohaso
price, or the Commissioner's estimate of
the fair market value of the land and
existing improvements prior to repair
or rehabilitation, whichever Is the lessor,
shall be added to the actual cost of the
repair or rehabilitation. If the principal
obligation of the Insured mortgage ex-
ceeds (1) in the case of a general or
limited distribution mortgagor, 00 per-
cent, or (2) in the case of all other
mortgagors, 100 percent, of the total
amount thus obtained, the mortgage
shall be reduced by the amount of such
excess prior to final endorsement for
insurance.

(d) Nonapplicability to rchabilitation
sales mortgagors. The provisions of para-
graphs (a) through (c) of this section
shall not be applicable to a project in-
volving a rehabilitation sales mortgagor.
§ 221.557 Requisite of agreement and

certification.
Any agreement, undertaking, state-

ment or certification required by
§ 221.550 shall specifically state that It
has been made, presented, and delivered
for the purpose of influencing an offloial
action of the Federal Housing Adminis-
tration, and of the Federal Housing
Commissioner, and may be relied upon
by the Commissioner as a true statement
of the facts contained therein.
§ 221.558 Cost certification ineontjt.

able.
Upon the Commissioner's approval of

the mortgagor's certification as required
by § 221.550 such certification shall be
final and incontestable except for fraud
or material misrepresentation on the
part of the mortgagor.

O•M EWIBGI.LE MoRoAEs
§ 221.559- Eligibility of mlcllancou

type mortgages.
* (a) A mortgage covering five or more

rental units and which meets the re-
quirements of this part, except as modi-
fied by this section, shall be eligible for
Insurance under this subpart.

(b) The mortgage may be accepted for
Insurance if:

(1) Executed in connection with the
sale by the Government, or any agency
or official thereof, of any housing ac-
quired or constructsd under Public Law
849, Seventy-sixth Congress, as amend-
ed; Public t=w 781, Ssventy-shxth Con-
gress, as amended; or Public Laws 0, 73,
or 353, Seventy-seventh Congress, as
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amended (including any additional prop-
erty acquired, held, or constructed in
connection with such housing or to serve
the inhabitants thereof); or

(2) Executed in connection with the
sale by the Public Housing Administra-
tion, or by any public housing agency
with the approval of the said Admints-
tratiQn, of any housing (including any
additional property acquired, held, or
constructed in connection with such
housing or to - serve the inhabitants
thereof) owned or financially assisted
pursuant to the provisions of Public Law
671, Seventy-sixtb Congress; or

(3) Executed in connection with the
sale by the Government, or any agency
or official thereof, of any of the so-called
Greenbelt towns, or parts thereof, in-
cluding projects, or parts thereof, known
as Greenhills, Ohio; Greenbelt, Mary-
land; and Greendale, Wisconsin, devel-
oped under the Emergency Relief Appro-
priation Act of 1935; or of any of the
village properties or employees' housing
under the jurisdiction of the Tennessee
Valley Authority; or of any housing un-
der the jurisdiction of the Department
of the Interior located within the town
area of Coulee Dam, Washington, ac-
quired by the United States for the con-
struction, operation, and maintenance of
Grand Coulee Dam and its appurtenant
works or of any permanent housing un-
der the jurisdiction of the Department
of the Interior constructed under the
Boulder Canyon Project Act of December
21, 1928, as amended and supplemented,
located within the Boulder City munici-
pal area; or

(4) Executed in connection with the
sale by the Government, or any agency
or official thereof, of any housing (In-
cluding any property acquired, held, or
constructed in connection therewith or
to serve the inhabitants thereof) pur-
suant to the Atomic Energy Community
Act of 1955, as amended: Provided, That
such insurance shall be issued without
regard to any preference or priorities ex-
cept those prescribed by the National
Housing Act or the Atomic Energy Com-
munity Act of 1955, as mended; or

(5) Executed In connection with the
sale by a State or municipality, or any
agency, instrumentality, or political sub-
division of either, of a project consisting
of any permanent housing (including any
property acquired, held or constructed
in connection therewith or to serve the
Inhabitants thereof), constructed by or
on behalf of such State, municipality,
agency, instrumentality or political sub-
division, for the occupancy of veterans
(as defined in § 203.12), their families
and others: Provided, That In no case
may the principal obligation of a mort-
gage referred to in this subparagraph
exceed 90 percent of the appraised value
of the mortgaged property; or

(6) Executed in connection with the
first resale, within two years from the
date of its acquisition from the Govern-
ment, of any portion of a project or prop-
erty of the character described in sub-
paragraphs (1), (2), (3), and (4) of
this paragraph.

RULES AND REGULATIONS

§ 221.559a Eligibility of mortgages cov-
ering housing in certain neiglbor-
hoods.

(a) A mortgage inancng the repair,
rehabilitation, or construction of prop-
erty located in an older declining urban
area shall be eligible for Insurance un-
der this subpart subject to compliance
with the additional requirements of this
section.

(b) The mortgage shall meet all of the
requirements of this'subpart except such
requirements (other than those relating
to labor standards and prevailing wages)
as are judged to be not applicable on the
basis of the following determinations to
be made by the Commissioner:

(1) That the conditions of the area in
which the property is located prevent the
application of certain eligibility require-
ments of this subpart.

(2) That the area Is reasonably viable,
and there is a need in the area for ade-
quate housing for families of low and
moderate income.

(3) That under all of the special sur-
rounding circumstances, the mortgage to
be insured is an acceptable risk.

(c) Mortgages complying with the re-
quirements of this section shall be in-
sured under this subpart pursuant to
section 223(e) of the National Housing
Act. Such mortgages shall be Insured
under and be the obligation of the Spe-
cialRisk Insurance Fund.

§221.559b Eligibility for insurance
under section 221(j) of mortgage
financing purchase of existing proj-
ect by cooperative.

(a) A mortgage given to finance the
purchase by a cooperative mortgagor
from a mortgagor other than a coopera-
tive or a private nonprofit corporation or
association shall be eligible for insurance
under this subpart, if such mortgage
meets the requirements of this subpart,
except as modified by this section.

(b) The project being purchased by
the cooperative shall have been covered
by a mortgage Insured under this sub-
section bearing interest at the below
market rate prescribed in § 221.518(b).

(c) The insurance of such mortgage
shall be governed by the following:

(1) The amount of the mortgage shall
not exceed the lesser ofthe amounts de-
termined by applying the formulas in
subdivision (I) or (ii) of this subpara-
graph as follows:

(I) An amount, the debt service of
which can be met from project income
remaining after payment of all operating
expenses, taxes, and required services,
provided the project is operated on a non-
profit basis and the rental charges in ef-
fect at the time of purchase are not
raised.

(Ii) The project's actual cost at the
time of completion (as determined by the
Commissioner) or the project'Vs fair mar-
ket value for residential purposes as
determined by the Commissioner on the
basis of operating the project without
the benefit of a below market interest
rate mortgage or rent supplement pay-
ments and without the controls by the
Commissioner over the project imposed
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by the provisions In this subpart, which-
ever amount is the greater.

(2) Subject to limitations prescribed
in subparagraph (1) of this paragraph, it
is intended that the mortgage will pro-
vide an amount which will enable the
seller of the project to realize a net
amount out of the sales proceeds suffi-
clent to rdcover Its investment and to
retire the outstanding mortgage.

(3) The term of the mortgage may ex-
ceed the remaining term of the origi-
nal mortgage on the project, but in no
event may It exceed thd Commissioner's
estimate of the remaining economic life
of the project.

(4) The mortgage shall bear interest
at the below market rate prescribed in
§ 221.518(b).
§ 221.560 Eligibility of refinanced mort-

gages.
ka) A mortgage given to refinance an

existing mortgage insured under the act
may be insured under this subpart pur-
suant to sectlion 223(a) (7) of the act.
The new mortgage shall be limited In
amount and in term as follows:

(1) The principal of the new mortgage
shall not exceed the lowest of these
amounts:

(1) The original principal amount of
the existing insured mortgage.

(it) The unpaid principal amount of
the existing insured mortgage, to which
may be added-

(a) The outstanding indebtedness In-
curred in connection with capital Im-
provements made to the property which
are acceptable to the Commissioner.

(b) The costs, as determined by the
Comminsoner, of Improvements, upgrad-
Ing or additions required to be made to
the property.

(c) Loan closing charges.
(i11) The Commissoner's estimate of

.the value of the property after comple-
tion of the repairs, improvements or
additions %to the property, except for
general or limited distribution mort-
gagors when the amount shall not exceed
90 percent of the Commissioner's esti-
mate of the value of the property after
completion of the repairs, improvements
or additions to the property.

(2) The term of the new mortgage
shall not exceed the unexpired term of
the existing mortgage, except that it may
have a term of not more than 12 years in
excess of the unexpired term of the ex-
isting mortgage In any case n which
the Commissioner determined that the
Insurance of the mortgage for an addi-
tional term will inure to the benefit of
the applicable insurance fund, taing
Into consideration the outstanding In-
surance liability under the- existing in-
sured mortgage.

(b) Notwithstanding any other pro-
vision of this subpart, a mortgage given
by a mortgagor other than a genervl
mortgagor to refinance a mortgage-cov-
ering an existing property or project
located in an urban renewal area, shall
be eligible for Insurance under this sub-
part, provided the Commissioner finds
that such insurance will facilitate the
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occupancy of dwelling units In the prop-
erty or project by families of low or
moderate income or families displaced
from an urban renewal area or displaced
as a result of governmental action.

(c) The provisions of §§ 221.503
through 221.508 relating to fees and
charges shall not be applicable to com-
mitments issued on or before December
31, 1962, for refinancing an existing in-
sured mortgage if:

(1) The mortgage meets the require-
ments of paragraph (a) of this section
and bears interest not in excess of the
rates provided in § 221.518(b); or

(2) The mortgage meets the require-
ments of paragraph (b) of this section
and bears interest not In excess of the
rates prescribed in § 221.518(b).
§ 221.561 Reinsurance of Commissioner-

held mortgages.
The Commissioner may insure under

this part, without regard to any limita-
tion upon eligibility contained in this
subpart, any mortgage assigned to him
in connection with payment under a con-
tract of mortgage insurance, or executed
in connection with a sale by him of any
property acquired under any section or
title of the Act.

TITLE

§ 221.562 Eligibility of title.
In order for the mortgaged property

to be eligible for insurance, the Commis-
sioner must determine that marketable
title thereto Is vested in the mortgagor as
of the date the mortgage is filed for
record. The title evidence will be ex-
amined by the Commissioner and the
original endorsement of the credit in-
strument for insurance will be evidence
of its acceptability. -
§ 221.563 Title evidence.

(a) Upon insurance of the mortgage,
the mortgagee shall furnish to the Com-
missioner a survey of the, mortgaged
property, satisfactory to him and a pol-
icy of title insurance covering such prop-
erty, as provided in subparagraph (1)
of this paragraph. If, for reasons the
Commissioner deems satisfactory, title
insurance cannot be furnished, the
mortgagee shall furnish such evidence
of title in accordance with subparagraph
(2), (3), or (4) of this paragraph, as the
Commissioner may require. Any survey,
policy of title insurance, or evidence of
title required under this section shall be
furnished without expense to the Com-
missioner. The types of title evidence are:

(1) A policy of title insurance issued
by a company and in a form satisfactory
to the Commissioner. The policy shall
name as the insureds the mortgagee and
the Secretary of Housing and Urban De-
velopment, as their respective interests
may appear. The policy shall provide that
upon acquisition of title by the mortga-
gee or the Secretary, it will become an
owner's policy running to the mortga-
gee or the Secretary, as the case may be.

(2) An abstract of title satisfactory to
the Commisssoner, prepared by an ab-
stract company or individual engaged

in the business of preparing abstracts
of title, accompanied by a legal opinion
satisfactory to the Commissioner, as to
the quality of such title, signed by an
attorney at law experienced in the ex-
amination of titles.

(3) A Torrens or similar title certifi-
cate.

(4) Evidence of title conforming to
the standards of a supervising branch of
the Government of the United States of
America, or of any State or Territory
thereof.

(b) The survey required by paragraph
(a) of this section need not be furnished
in connection with a project involving

rehabilitation where the mortgage does
not exceed $200,000.

ExTmssiolr or Tnsu

§ 221.564 Actions by Commissioner.
Where the mortgagee or lender has

failed to take action within the period
of time required in order to prevent the
expiration of a commitment or in order
to reopen an expired commitment, the
Commissioner may extend such period
and may retroactively reinstate or re-
open such commitment.
§ 221.749 Effect of amendments.

The regulations in this subpart may be
amended by the Commissioner at any
time and from time to time, in whole or
in part, but such amendment shall not
adversely affect the interests of a mort-
gagee or lender under the contrdct of
insurance on any mortgage or loan al-
ready insured and shall not adversely af-
fect the interests of a mortgagee or
lender on any mortgage or loan to be In-
sured on which the Commissioner has
made a commitment to insure.

Subpart D-Contract Rights and Ob-
Iigations-rVoderate Income
Projects

§ 221.751 Incorporation by reference.
(a) All of the provisions of Subpart

B, Part 207 of this chapter, covering
mortgages insured under section 207 of
the National Housing Act, apply with full
force and effect to multifamily project
mortgages insured under section 221 of
the National Housing Act, except the
following provisions:
Sec.'
207.252 First, second and third premium.
207.253 Adjusted premium and termination
279 charges.
207.259 Insurance benefits.

(b) For the purposes of this subpart,
all references in Part 207 of this chap-
ter to section 207 of the act shall be
construed to refer to section 221 of the
act, and all references to Part 207 shall
be construed to refer to this subpart.
§ 221.755 First, second, and third pre-

mium.

All of the provisions of § 207.252 of this
chapter, relating to mortgage insurance
premiums, apply to mortgages insured
under this subpart that provide for
interest at the market rate prescribed in
§ 221.518 (a) but such provisions shall
not apply to:

(a) Mortgages that provide for inter-
est during the construction period at the
market rate and for interest subsequent
to final endorsement at the below market
rate prescribed in § 221.518(b); or

(b) Mortgages encumbering a project
in which all units axe covered by
an annual contributions contract Issued
pursuant to section 10(c) of the Housing
Act of 1937.
§ 221.760 Adjusted premium and terid.

nation charges.
All of the provisions of § 207,253 of

this chapter, relating to adjusted pro-
mium and termination charges, apply to
mortgages Insured under this subpart
that provide for interest at the marlot
rate prescribed in § 221.518(a), but such
provisions shall not apply to:

(a) Mortgages that provide for inter-
est during the construction period at the
market rate and for interest subsequent
to final endorsement at the below market
rate prescribed in § 221.518(b) ; or

(b) Mortgages encumbering a project
in which all units are covered by an an-
nual contributions contract Issued pur-
suant to section 10(c) of the Housing
Act of 1937.
§ 221.761 ForLcarancerelief.

(a) In a case where the mortgage is In
default, the mortgagor and the mort-
gagee may enter Into a forbearance
agreement for the reduction or suspen-
sion of regular mortgage payments for a
specified period of time, if the following
requirements are met:

(1) The mortgage was endorsed for
insurance on or after July 7, 1901.

(2) The Commissioner determines
that the default was due to circum-
stances beyond the mortgagor's control
and that the mortgage probably will be
restored to good standing within a rea-
sonable period of time, and evidences
such determination by written approval
of the forbearance agreement.

(b) The time specified in § 207.258(a)
of this chapter, within which a mort-
gagee shall give the Cbmmlssioncr writ-
ten notice of Its intention to file an
insurance claim, shall be suspended for
the period of time specified in the for-
bearance agreement as long as the mort-
gagor complies with the requirements of
such agreement.

(c) If the mortgagor fails to meet the
requirements of a forbearance agree-
ment or to cure the default under the
mortgage at the expiration of the for-
bearance period, and such failure con-
tinues for a period of 30 days, the
mortgage shall notify the Commissioner
of such failure. Within 45 days there-
of the forbearance agreement has been
approved by the Commissioner, the
mortgagee shall notify the Commisioner
of Its election to file an insurance claim
and of its decision to either assign the
mortgage to the Commissioner or ac-
quire and convey title to the property
to the Commissioner. If the morta,o
is assigned to the Commisoloner, the sepe-
cial insurance benefits prescribed In
§ 221.763 shall be applicable,
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§ 221.762 Payment of insurance bene.
. fits.

All of the provisions of § 207.259 of
this chapter relating to insurance bene-
fits apply to multifamily project mort-
gages insured under this subpart, except
as provided in this section:

(a) Method of payment. All of the
Insurance benefits provided by § 207.259
(b) or (c) of this chapter shall be paid
in cash unless the mortgagee files with
the application a written request for
payment In debentures. If such a re-
quest is made, payment will be made in
debentures with a cash payment to ad-
just any difference between the total
amount of the insurance settlement and
the amount of the debentures issued.

(b) BeZow market interest rate mort-
gages. Where the mortgage has been
finally endorsed and the special below
market interest rate provided In § 221.-
518(b) is applicable as of the date of
default, the 1 percent deduction from
insurance benefits prescribed In § 207.-
259 (b) (2) (iv) of this -chapter shall not
be applicable.
§ 221.763 Special insurance benefits--

forbearance relief cases.
(a) In the case of a mortgage that

provides for payment of interest at the
market rate prescribed in § 221.518(a),
if the mortgagor fails to meet the re-
quirements of a forbearance agreement
or to cure the default under the mort-
gage at the expiration of the forbearance
agreement, the mortgagee shall be en-
titled to obtain a special insurance pay-
ment in cash, in lieu of the insurance
benefits otherwise provided under this
subpart. To receive the special insurance
payment, the mortgagee shall assign the
mortgage to the Commissioner in com-
pliance with the requirements of
§ 207.258(b) of this chapter.

(b) The special insurance benefit to
the mortgagee shall be a cash payment
computed in accordance with § 207.259
(b) of this chapter, except that in lieu of
the allowance -for debenture interest in
§ 207.259(b) (1) (1i) of this chapter, the
payment shall include the amount of the
unpaid accrued mortgage interest com-
puted to the date the assignment of the
mortgage to the Commissioner is filed
for record. In addition, there shall be
included in the cash payment an amount
equivalent to the debenture interest
which would have been earned from the
date the mortgage assignment was filed
for record to the date the payment is
made; except that when the mortgagee
fails to meet any of the applicable re-
quirements of § 207.258(b) of this chap-
ter and § 221.761(c) within the specified
times and in a manner satisfactory to
the Commissioner (or within such
further time as the Commissioner may
approve in writing), such debenture in-
terest allowance shall be computed only
to the date on which the particular
required action shoud have been taken.
§ 221.770 Assignment option.

The mortgagee has the option to as-
sign, transfer and deliver to the Com-
missioner the original credit instrument
and the insured mortgage securing the

same, provided such mortgage is not in
default at the expiration of 20 years
from the date of final endorsement of
the mortgage.
§ 221.775 Option period.

The mortgagee may exercise Its option
to assign within one year following the
twentieth anniversary of the date the
mortgage was finlly endorsed for in-
surance.
§ 221.780 Issuance of debentures.

Upon the exercise of the assignment
option and the satisfactory performance
of the requirements as to assignment set
out in § 207.258 of this chapter, the Com-
missioner shall issue to the assignor
mortgagee debentures having a total face
value equal to the amount of the original
principal obligation of, the mortgage
which was unpaid on the date of the as-
slgnment, plus accrued Interest to such
date.
§ 221.785 Date of maturity of deben-

tures.

The debentures issues pursuant to the
exercise of an assignment option shall
be dated as of the date the mortgage is
assigned to the Commissioner and shall
mature 10 years after such date.
§ 221.790 Debenture interest rate.

The debentures issued pursuant to the
exercise of an assignment option shall
bear interest at the "going Federal rate"
at date of issuance. The "going Federal
rate" means the annual rate of interest
specified by the Secretary of the Treas-
ury as applicable to the 6-month period
which includes the issuance, date of the
debentures. The Secretary of the Treas-
ury shall determine this applicable rate
by estimating the average yield to ma-
turity, on the basis of daily closing
market bid quotations or prices dur-
ing the month of May or the month of
November, as the case may be, next pre-
ceding such 6-month period, on all out-
standing marketable obligations of the
United States having a maturity date of
8 to 12 years from the first day of May
or November, as the case may be. If
there should be no outstanding market-
able obligations of the United States
having the 8 to 12 year maturity at the
time the Secretary of the Treasury Is re-
quired to determine the debenture rate
Involved, the obligation next shorter than
8 years and the obligation next longer
than 12 years respectively shall be used.

PART 222-SERVICEMEN'S MORT-
GAGE INSURANCE

Subpart A-Eligiblitly Requirements
See.
222.1 Incorporation by reference.
222.2 Definiton of terms.
222.3 Waximum mortgage amount; dollar

limitation.
222.4 MaxImum mortgage amount; ratio

of loan-to-value limitation.
222.6 Mortgagor's minimum Investment.
222.6 Applcation of payments.
222.7 Use of mortgage proceeds.
222.8 Eligible mortgagor.
222.9 EUglble types of dwellings.
222.10 Requirements for family unit in

condominium.
222.50 Transfer of insurance.

Subpart B--Ccna:t RighLs and Obligations

222.51 Incorporation by reference.
222.252 DeflntIon of terms.-
22253 Annual mortgage insurance pre-

mlums and charges.
222.254 Prepayment premiums.
2225 Pro-rata refund In event of prepay-

mzent.
222.2C0 Walvcd title objections.

SPZrCIAL Pcor. oz : A znc.inx ONLX TO
Moara&= Ir.VOLvn:a Coomomuu UHMS

222205

222.270

2M.275222.280
222285

2"2.23

Changes in the plan of apartment
ovmrahlp.

Condition of the multifamily struc-
ture.

A=e=ent of taxez.
Certiflcato of tax acz-e~ment.
Certiicate or rtatement of condi-

tion.
Cancelation of hazard Inaurance.

Amrmoarr: The provisions of this Part 222
"-zued under cec. 211.52 Stat. 23, as amended

ccc. 222. C8 Stat. C03, as amended; 12 U.S.C.
171 Sb, 171m.

Subpart A-Eligibility Requirements
§ 222.1 Incorporation by reference.

(a) All of the provisions of Subpart A,
Part 203 of this chapter concerning ell-
gibility requirements of mortgages cov-
ering one- to four-family dwellings un-
der section 203 of the National Housing
Act apply with full force and effect to
mortgages insured under section 222 of
the National Housing Act except the fol-
lowing provisions:
SEC.
203.18 MaxImum mortgage amounts.
203.24 Application of payments.
203.31 Owner-occupancy in military serv-

ice.
203.38 Location of dwelling.
203.60 et req. Insured home Improvement

loan,

(b) For the purposes of this subpart
all references in Part 203 of this chapter
to section 203 of the National Housing
Act shall be deemed to refer to section
222 of the National Housing Act.
§ 222.2 Definition of terms.

As used in this subpart the terms-
(a) "Secretary" shall mean the See-

retary of Defense or, in the case of the
U.S. Coast Guard, the Secretary of
Transportation and any officer or em-
ployee designated by either of such Sec-
retarles to Issue certificates of eligibility
and certificates of termination.

(b) "Certificate of eligibility" means
the oMcial certificate Issued by the Sec-
retary to the Federal Housing Commis-
sioner vwhch established that the person
dezignated on the certificate as the serv-
iceman has met the eligibility require-
ments set forth in section 222 of the
National Housing Act as amended.

(c) "Serviceman" means a person to
whom the Secretary has Issued a cer-
tificate of eligibility.

(d) 'Terlod of ownership by service-
man" means that period of time during
which a military service is required to
pay mortgage Insurance premiums to the
Federal Housing Commissioner, com-
mencing with the date the Commissioner
endorses a mortgage for insurance and
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terminating when the Secretary fur-
nishes the Commissioner with a certifi-
cate indicating that the military service
will no longer be liable for payment of
insurance premiums to the Commis-
sioner.
§222.3 Mlaximum mortgage amount;

dollar limitation.
The mortgage shall involve a principal

obligation in an amount not in excess of
$33,000, except that a mortgage meeting
the requirements of § 203.18(d), 221.10,
or 221.11 of this chapter shall not exceed
the dollar limitation provided in the ap-
plicable section.
§222.4 M~raxnimum mortgage amount;

ratio of loan-to-value limitation.
The mortgage shall not exceed the

lesser of the following:
(a) 97 percent of $15,000 of the ap-

praised value of the property, as of the
date the mortgage is accepted for insur-
ance, and 90 percent of such value in
excess of $15,000 but not in excess of
$25,000, and 85 percent of such value in
excess of $25,000, if:

(1) The dwelling was approved for In-
surance by the Commissioner prior to
the beginning of construction; or

(2) Construction was completed more
than one year preceding the date of the
application for insurance; or

(3) The dwelling was approved for
guaranty, insurance, or direct loan by
the Administrator of Veterans' Affairs
prior to the beginning of construction.

(b) 90 percent of $25,000 of the ap-
praised value of the property, as of the
date the mortgage is accepted for insur-
ance, and 85 percent of such value in
excess of $25,000 if the dwelling does not
meet the requirements of paragraph (a)
of this section.

(a) An application for mortgage in-
surance filed prior to November 1, 1965
need not meet the conditions set forth
in subparagraphs (1), (2), and (3) of
paragraph (a).
§ 222.5 Mortgagor's minimum invest-

ment.
At the time the mortgage is insured

the mortgagor shall have paid on ac-
count of the property at least 3 percent
of the Commissioner's estimate of the
cost of acquisition or such larger amount
as the Commissioner may determine in
cash or its equivalent.
§ 222.6 Application of payments.

(a) Notwithstanding the provisions of
§ 203.24 of this chapter and until such
time as the mortgagee has been notified
by the Commissioner that the period of
ownerships by serviceman has been
terminated the monthly payments to be
made by the mortgagor shall be applied
to the following Items in the order set
forth:

(1) Ground rents, taxes, special as-
sessments, and fire and other hazard
insurance premiums; ,

(2) Service charge, if any;
(3) Interest on the mortgage; and
(4) Amortization of the principal of

the mortgage.

(b) After receipt of notification from
the Commissioner that the period of
ownership by serviceman has been ter-
minated the mortgagee shall apply all
monthly payments received from the
mortgagor in the order set forth in
§ 203.24 of this chapter.
§ 222.7 Use of mortgage proceeds.

The proceeds of mortgages shall be-
used for the purpose of financing the
construction or purchase of an eligible
dwelling by a serviceman.
§ 222.8 Eligible mortgagors.

A mortgagor must meet the require-
ments of §§ 203.32 to 203.36 of this chap-
ter and in additionmust hold a certifi-
cate of eligibility issued by the Secretary
indicating that the mortgagor meets the
eligibility requirements set forth in sec-
tion 222 of the National Housing Act as
amended.
§ 222.9 Eligible types of dwellings.

The mortgage shall involve one of the
following types of dwellings:

(a) A single family dwelling.
(b) A one-family unit in a condomin-

ium project, together with an individual
interest in the common areas and facili-
ties serving the project.
.§ 222.10 Requirements for family unit

in condominium.,
Where the dwelling involved is a one-

family unit in a condominium project,.
the following additional requirements
shall be met:

(a) Plan of apartment ownership. The
project in which the family unit is lo-
cated shall have been committed to a
plan of apartment ownership by en-
abling deed, deed of constitution, public
deed, or other recorded instrument which
has been approved by the Commissioner
and which is certified by the mortgagee
as acceptable and binding within the
jurisdication where the project is located.

(b) Certificate by mortgagee. The
mortgagee. shall certify as to each of the
following:

(1) That the individual deed for the
family unit to be covered by an FHA-
insured mortgage complies with all legal
requirements of the jurisdiction and that
ownership thereunder is subject to the
plan of apartment ownership.

(2) That the mortgagor has good and
marketable title to the family unit sub-
ject only to the mortgage which is a
valid first lien on the property.

(3) That the family unit is assessed
and subject to assessment for taxes per-
taining to the unit.

(c) FHA controls for consumer and
public interest. The Commissioner may
require the execution ot a regulatory
agreement which shall be made appli-
cable to any association of owners and
to any subsequent owner of a family unit.
The Commissioner may impose such ad-
ditional conditions and provisions as he
deems necessary for the protection of
the consumer and public interest.

(d) Mortgage covenant concerning
common expenses and, assessments. The
mortgage shall contain a covenant by
the mortgagor to pay the allocated share

of the common expenses or ase .,ments
and charges by the Association of Own-
ers as provided In the Plan of Apartment
Ownership and a provision approved by
the Commissioner by which the regula-
tory agreement is incorporated in and
made a part of the mortgage.

(e) Definition of term "assessment".
As used in the mortgage, the term "as-
sessment", except where It refers to
assessments and charges by the As"oci-
ation of Owners, shall mean special as-
sessments by State or local governmental
agencies, districts or other public taxing
or assessing bodies.
§ 222.50 Transfer of inqurance.

The insurance of a mortgage pursuant
to §§ 203.1 et seq. (Part 203, Subpart A);
§§ 213.501 et seq. (Part 213, Subpart C);
§§ 220.1 et seq. (Part 220, Subpart A);
§§ 221.1 et seq. (Part 221, Subpart A);
§ 234.1 et seq. (Part 234, Subpart A);
§§ 235.1 et seq. (Part 235, Subpart A):
§§ 237.1 et seq. (Part 237, Subpart A),
§§ 809.1 et seq. (Part 809, Subpart A);
or §§ 810.1 et seq. (Part 810, Subpart C),
all of this chapter, covering a single-
family dwelling or a family unit In a con-
dpminium project may, with the ap-
proval of the Commissioner and upon
the request by the mortgagee, be trano-
ferred for insurance under this subpart,
if the mortgage Indebtedness has been
assumed by a serviceman who holds a
cert1llcate of eligibility Issued by the
Secretary and who becomes the owner of
the property and either occupies the
property or certifies that his failure to do
so is the result of his military assign-
ment, or, in the case of the Coast Guard,
other assignment.

Subpart B--Conlract Rights and
Obligations

§ 222.251 Incorporation by reference.
(a) The provisions of Subpart B, Part

203 of this chapter covering mortgages
Insured under section 203 of the Na-
tional Housing Act which refer to the
mortgagee shall be construed to refer
to the mortgagee or the service branch,
as the case may be, In connection with
mortgages insured under section 222 of
the National Housing Act. In addition,
all of the provisions Subpart B, Part 203
of this chapter, covering mortgages In-
sured under section 203 of the National
Housing Act apply to mortgages Insured
under section 222 of the National Houa-
Ing Act except the following provkon:
Sec.
203.389
203.420

203.421

203.422

203.423
203.424

203.425
203.440

Waived title objections,
Nature of Mutual M.ortgsgo Xnsur-

anci Fund.
Allocation of Mutual Mortgago n-

suranco 1.Fund income or loz.
night and liability under Mutual

Mortgage Insuranco Fund.
Distribution of distributive Ohares,
Maximum amount of distributivo

shares.
Finality of determination.
et seq. Insured homo limprovement

loans.

(b) For the purposes of this subpart,
all references In Part 203 of this chapter
to section 203 of the National Housing
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Act shall be deemed to refer to section
222 of the National Housing Act, and all
references to the Mutual Mortgage In-
suranceFund or the Fund shall be con-
strued to refer to the General Insurance
Fund.
§ 222.252 Definition of terms.

The definitions set forth In §§ 203.251
and 222.2 of this chapter shall apply
with full force and effect to this subpart
and in addition the terms-

(a) "Service branch" means the mili-
tary service of which a mortgagor is a
member at the time of the issuance of a
Mortgage Insurance Certificate or the
endorsement of the credit Instrument by
the Commissioner pursuant to section
222 of the National Housing Act.

(b) "Certificate of termination" means
the official notice issued by the Secretary
to the Federal, Housmg Commissioner
advising the Commissioner that the
period of ownership by a serviceman has
been terminated and the service branch
will no longer be. responsible for pay-
ment of mortgage insurance premiums.
§ 222.253 Annual mortgage insurance

premiums and charges.
The service branch shall during the

period of ownership by a serviceman
have the -responsibility for payment of
all mortgage insurance premiums and
charges. The mortgagee shall be re-
sponsible for payment of all such pre-
miums or charges after it has been noti-
fied by the Commissioner that the period
of ownership by the serviceman has been
terminated.
§ 222.254 Prepayment premiums.

(a) The service branch shall have the
responsibility for payment of all ad-
justed premium charges which are due
and payable to the Commissioner upon
the prepayment of an insured mortgage
during the period of ownership by the
serviceman. The mortgagee shall be re-
sponsible for payment of any such ad-
justed premium charge upon prepayment
of an Insured mortgage after the mort-
gagee has been notified by the Commis-
sioner that the period of ownership by
the serviceman has been terminated.

(b) In the event that the principal
obligation of any mortgage accepted for
insurance is paid in full prior to matu-
rity, the mortgagee shall within 30 days
thereafter notify the Commissioner of
the date of prepayment and shall pay
to the Commissioner an adjusted pre-
mium charge of 1 percent of the original
principal amount of the prepaid mort-
gage: Provided, That when such pay-
ment in full prior to maturity occurs
during the period of ownership by the
serviceman the adjusted premium charge
shall be paid to the Commissioner by
the service branch.

(c) Inno event shall the adjusted pre-
mium exceed the aggregate amount of
premiums which would have been pay-
able if the mortgage had continued to
be insured until maturity.

(d) No adjusted premium shall be due
or payable in the following cases:

(1) Where at the time of such prepay-
ment there Is placed on the mortgaged
property a new Insured mortgage;

(2) When the final maturity specifled
in the mortgage is accelerated solely by
reason of partial prepayments made by
the mortgagor which do not exceed in
any one calendar year 15 percent of the
original face amount of the mortgage,
plus any increased amount resulting
from open-end advances made pursuant
to § 203.44 of this chapter.

(3) Where the final maturity specified
in the mortgage is accelerated solely
by reason of payments to principal to
compensate for-

(I) Damage to the mortgaged prop-
erty;
(11) The conveyance of the mortgaged

property pursuant to condemnation pro-
ceedings or in lieu of condemnation pro-
ceedings; or

(III) A release of a part of such prop-
erty if approved by the Commissioner:

(4) Where payment in full Is made
pursuant to a court order or of a delin-
quent mortgage on whIch foreclosure
proceedings have been commenced, or
for the purpose of avoiding foreclosure,
If the transaction Is approved by the
Commissioner.

§ 222.255 Pro-rata refund in die event
of prepayment.

Upon such prepayment the contract of
insurance shall terminate and the Com-
missioner wm refund to the service
branch or to the mortgagee, as the case
may be, for the account of the mortgagor
an amount equal to the pro-rata portion
of the current annual mortgage insur-
ance premium and insurance charge In
the case of open-end advances thereto-
fore paid which Is apbllcable to the por-
tion of the year subsequent to such pay-
ment, computed from the first day of the
month following the month in which such
prepayment occurs: Provfdd, That no
such refund will be made in any case
where the prepayment occurs in the
twelfth month of the premium year.
§ 222.260 Waived title objections.

(a) General provisions. All of the pro-
visions of § 203.389 of this chapter (re-
lating to the waiver by the Commissloner
of objections to title) shall apply to
mortgages insured under this subpart,
with the exception of mortgages in-
volving condominium units.

(b) Provisions applicable- to con-
dominium units. Where the mortgage
involves a condominium unit, the Com-
missioner shall not object to title by rea-
son of the following matters:

(1) Violations of a restriction based on
race, color or creed, even where such
restriction provides for a penalty of
reversion or forfeiture of title or a lien
for liquidated damage.

- (2) Easements for public utilities
along one or more of the property linez,
provided the exercise of the rghts there-
under do not interfere with any of the
buildings or improvements located on
the subject property.

(3) Encrozebments on the subject
property by Improvements on adjoln-
ing property, provided such encroach-
ments do not Interfere with the usa of
any improvements on the subject
property.

(4) Variations between the length of
the subject property lines as shown on
the application for insurance and as
shown by the record or possession lines,
provided such variations do not interfere
with the use of any of the improve-
ments on the subject property.

(5) Customary buildings or us- re-
strictions for breach of which there is
no reversion and which have not bean
violated to a material extent.
SrEiCAL Pnov Io s APPLucABLE ONLY To

MonrorGS INvOLVnMG Co:maoiir3oe=
Uzrns
222.265 (Canges in the plan of apart-

ment ownership.
The mortgagee shall notify fe Com-

mislioner of any changes in the plan of
apartment ownership and in the admin-
istration of the property. Such notifica-
tion shall be given either at the time- of
the conveyance of the property or at the
time of the assignment of the mortgage.
Any changes in such plan shall require
approval by the Commissioner.
§ 222.270 Condition of the multifamily

structur .
(a) When a family unit Is conveyed

or a mortgage is assigned to the Com-
missioner, the family unit and the com-
mon areas and facilities (including re-
stricted common areas a4d facilities) de-
slnated for the particular unit shall be
undamaged by fire, earthquake, tornado,
or boiler explosion, except if the property
has been damaged, either of the follow-
ing actions shall be taken:

(1) The property may be repaired
prior to Its conveyance or prior to the
assignment of the mortgage to the
CommissIoner.

(2) With the prior approval of the
Commissioner, the property may be con-
veyed or the mortgage azsigned to the
Commissioner without repairing the
damage. In such Instances, the Commis-
sioner shall deduct from the Insurance
benefits either his estimate of the de-
crease in value of the family unit or tha
amount of any insurance recovery re-
ceived by the mortgagee, whichever is
is the greater.

(b) If the property has been dan-
aged by fire and such property was not
covered by fire Insurance at the time
of the damage, the mortgagee may con-
vey the property or assign the mortgage
to the Commiseioner without deduction
from the Insurance benefits for any Iass
occasioned by such fire if the following
conditions are met:

(1) The property shall have been cov-
ered by fire insurance at the time the
mortgage was insured.

(2) The fire Insurance shall have
been later canceled or renewal shall have
been refused by the insuring company.
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(3) The mortgagee shall have noti-
fied the Commissioner within 30 days
(or within such further time as the

Commissioner may approve) of the can-
cellation of the fire insurance or of the
refusal of the insuring company to renew
the fire insurance. This notification shall
have been accompanied by a certifica-
tion of the mortgagee that diligent ef-
forts were made, but it was unable to
obtain fire insurance coverage at reason-
ably competitive rates and that it will
continue its efforts to obtain adequate
fire insurance coverage at competitive
rates.
§ 222.275 Assessment of taxes.

When a family unit is conveyed to the
Commissioner or a mortgage is assigned
to the Commissioner, the unit shall be
assessed and subject to assessment for
taxes pertaining only to that unit.
§ 222.280 Certificate of tax assessment.

The mortgagee shall certify, as of the
date of filing for record of the deed or
assignment of the mortgage to the Com-
missioner, that the family unit is assessed
and subject to assessment for taxes per-
taining to that unit.
§ 222.285 Certificate or statement of

condition.
(a) At the time of the assignment of

the mortgage or conveyance of the prop-
erty to the Commissioner, the mortga-
gee shall, as of the date of the fling for
record of the deed or assignments,
either:

(1) Certify -that the conditions of
§ 222.270(a) have been met; or

(2) Submit a statement describing
any such damage that may still exist.

(b) In the absence of evidenc-o the
contrary, the mortgagee's certificate or
its statement as to damage shall be ac-
cepted by the Commissioner as establish-
ing the condition of the family unit and
the common areas and facilities includ-
ing restricted common areas and facil-
ities designated for the particular unit.
§ 222.290 Cancellation of hazard insur-

ance.
The provisions of § 203.382 of this

chapter are incorporated by reference
and shall apply to hazard insurance poli-
cies carried solely for the family unit.

PART 224-ARMED SERVICES HOUS-
ING-MILITARY PERSONNEL [SEC.
803]

Subpart A- [Reserved]
Subpart B-Contract Rights and Obligations

Eee.
224.251 Incorporation by reference.
224.255 Mortgage insurance premiums.
224.260 Adjusted premium and termination

charges.
224.265 Insurance benefits.
224.275 Applicability to outstanding mort-

gages and commitments.
ATHORrry: The provisions of this Part 224

Issued under sees. 803, 807, 69 Stat. 647, as
amended, 651; 12 U.S.C. 1748b. 1748f.

Subpart A-[Reserved]
Subpart B-Contract Rights and

Obligations
§ 224.251 Incorporation by reference.

(a) All of the provisions of Subpart
B, Part 207 of this chapter covering
mortgages insured under section 207 of
the National Housing Act apply to armed
services housing mortgages for military
personnel insured under section 803 of
the National Housing Act except the fol-
lowing provisions:
Sec.
207.252 Frst, second and third premiums.
207.253 Adjusted premium and termination

charges.
207.259 Insurance benefits.
207.264 Effective date.

(b) For the purposes of this part all
references in Subpart B, Part 207 of this
chapter to section 207 of the act shall be
construed to refer to section 803 of the
act.
§ 224.255 Mortgage insurance pre-

miums.
(a) The mortgagee, upon -the Initial

endorsement of the mortgage for insur-
ance, shall agree to pay to the Com-
missioner a first insurance premium of
$1 per project for the construction
period.

(b) On the date of the first principal
payment on account of the mortgage,
the mortgagee shall pay the first insur-
ance premium and a second premium
equal to /4 of 1 percent of the average
outstanding principal obligation for the
following year.

(c) (1) Until the mortgage is paid In
full, or until receipt by the Commissioner
of an application for insurance benefits,
or until the contract of insurance Is
otherwise terminated with the consent
of the Commissioner, the mortgagee, on
each anniversary date of the first prin-
cipal payment, shall pay an annual
mortgage insurance premium.

(2) With respect to mortgage insur-
ance premiums:

(I) Due prior to August 1, 1965, the
Amount of the annual premium payment
shall be equal to :V4 of 1 percent per
annum of the amount of the average
outstanding principal obligation of the
mortgage for the following year, without
taking into account delinquent pay-
ment or prepayments.
1(1i) Due on or after August 1, 1965,
the Amount of the annual premium pay-
ment shall be equal to %/ of 1 percent
per annum of the amount of the average
outstanding principal obligation of the
mortgage for the following year, with-
out taking into account delinquent pay-
ments or prepayments.

(d) The premiums payable on and
after the date of the first principal pay-
ment shall be calculated in accordance
with the amortization provisions without
taking into account delinquent payments
or prepayments.

(e) Premiums sbtall be payable In cash
or in debentures at par plus accrued In-
terest. All premiums, except the first
premium, are payable In advance and
no refund will be made of any portion
thereof except that at the time of pre-
payment, the Commissioner shall refund
to the mortgagee for the account of the
mortgagor an amount equal to the pro
rata portion of the current annual mort-
gage Insurance premium theretofore
paid, which is applicable to the portion
of the year subsequent to such prepay-
ment.

(f) Upon Agreement between the
mortgagor and mortgagee, approved by
the Commissioner, premiums due under
this section may be paid directly by the
mortgagor to the Commissioner. Upon
such agreement, the obligation of the
mortgagor to make payments to the
mortgagee for mortgage insurance pre-
miums and the obligation of the mort-
gagee to pay such premiums to the
Commissioner shall cease so long as the
agreement remains In effect and shall
be reinstated upon Its revocation.

(g) A mortgage may be finally en-
dorsed for Insurance after it has been
assigned to the Commissioner for the
purpose of making effective the military
guarantee of payment and effecting an
orderly closing of the transaction. In
such event, the mortgage insurance pre-
mium of $1 per project, provided In
paragraph (a) of this section, shall cover
both the construction period and the
period of time the mortgage is held by
the Commissioner, and the references in
paragraphs (b). (c), and (d) of this
section to the date of first principal pay-
ment shall be construed to mean the
first day of the month following the
date of the.transfer of the mortgage from
the Commissioner to another mortgagee.
§ 224.260 Adjusted premium and terni.

nation charges.
If the mortgage is prepaid prior to

maturity or the insurance contract Is vol-
untarily terminated, no adjusted premi-
um or termination charges shall be due
or payable.
§ 224.265 Insurance benefits.

All of the provisions of 9 207.250 of
this chapter relating to the payment of
insurance benefits apply to mortgages in-
sured under this part, except in cases
involving assignment of the mortgage
to the Commissioner, the 1 percent de-
duction specified In § 207.259(b) (2) (iv)
of this chapter shall not be applied in
computing such benefits.
§ 224.275 Applicability to outstanding

mortgages and commitments.
The provisions of this subpart shall

be effective as to all mortgages with re-
spect to which a commitment to insure
Is issued onor after August 16, 1955.
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PART 225-MILITARY HOUSING
INSURANCE [SEC. 803]

Subpart A-Eligibility Requirements
[Reserved!

Subpart B-Contrad Rights and Obligations
See.
225.251 Incorporation by reference.
225.255 mortgage insurance premiums.
225.260 Adjusted premium and termina-

tion charges.
225.265 Insurance benefits.

Subpart A-Eligibility Requirements
[Reserved]

Subpart B-Contract Rights and
Obligations

Auuoarr : The provisions of this Sub-
part B issued under see. 803. 69 Stat. 647,
sec. 807, 69 Stat. 651; 12 U.S.C. 1748b, 1748f.
§ 225.251 Incorporation by reference.

(a) All of the provisions of Subpart
B of Part 207 of this chapter, covering
mortgages insured under section 207 of
the National Housing Act, apply to
mortgages insured pursuant to section
803 of the National Housing Act as In
effect prior to August 11, 1955, except the
following provisions:
Sec.
207.252 !Irst, second, and third premiums.
207253. Adjusted premium and termination

charges.
207.259 Insurance benefits.

(b) For the purposes of this subpart,
all references in Subpart B of Part 207
of this chapter to section 207 of the Act
shall be construed to refer to section 803
of the Act as in effect prior to August 11,
1955.

§ 225.255 Mortgage insurance pre-
Sniums.

The payment of mortgage insurance
premiums shall be governed by the pro-:
visions of § 207.252 of this chapter ex-
cept that:

(a) Where the mortgage insurance
premium is due prior to August 1, 1965,
the amount of the annual premium pay-
ment shall be equal to one-half of 1 per-
cent per annum of the amount of the
average outstanding principal obligation
of the mortgage for the following year.
without taking into account delinquent
payments or prepayments.

(b) Where the property covered by the
mortgage has been acquired by the Sec-
retary of Defense or his designee and the
mortgage insurance premium is due on
or after August 1, 1965, the amount of
the annual premium payment shall be
equal to one-sixth of 1 percent per
annum of the amount of the average
outstanding principal obligation of the
mortgage for the following year, without
taking into account delinquent payments
or prepayments.

(c) Where the property has not been
acquired by the Secretary of Defense or
his designee, the amount of the annual
mortgage insurance premium payment,
regardless of when due, shall be equal
to one-half of I percent per annum of
the amount of the average outstanding
principal obligation of the mortgage for

the following year, without tahing Into
account delinquent payments or prep ay-
ments.
§ 225.260 Adjusted premium and ter-

mination charges.
,The termination of the mortgage In-

surance and the payment of an adjusted
premium or termination charge shall be
governed'by the provisions of § 207.253
of this chapter, except that no adjusted
premium or termination charge shall be
due or payable to the Commisdoner
where, at the time of prepayment of the
mortgage or termination of insurance,
the property covered by the mort-age has
been acquired by the Secretary of De-
fense or his designee.
§ 225.265 Insurance benefits.

The payment of Insurance benefits
shall be governed by the provisions of
§ 207.259 of this chapter, except that
debentures shal mature as follows:

(a) Where the mortgage was insured
pursuant to a commitment Issued prior
to August 13, 1954, the debentures shall
mature 10 years after the date of issue
of such debentures.

(b) Where the mortgage was insured
pursuant to a commitment Issued on or
after August 13, 1954, the debenture3
shall mature 20 years after the date of
Issue of such debentures.

PART 226-ARMED SERVICES HOUS-
ING-CIVILIAN EMPLOYEES [SEC.
809]

Subpart A--ilgiblllty Rcquiremonis

Se.
226.1 Incorporation by reference.
226.2 Certificate of need.
226.3 Employment statun certificate.
226.4 Maximum mortgage amount; dol-

lar limitation.
226.5 Maximum mortgage amount; loan-

to-value limitatlon.
226.6 Mortgage obligation in multlples.
226.7 Mortgagor's minimum inveatment.
226.8 Eligible mortgagora.
226.9 RequIrements as to r is and eco-

nomic zoundn.
226.10 Guarantee of Fund from lo=.

Subpart B-Conlract Rights and Obligations

226.251 Incorporation by reference.

Ar=ozrrx: The provisions of this Part
226 issued under sea. 807, CS Stat. 651, sac.
809, 70 Stat. 273, as amended. 12 U.S.C.
1748f, 1748h-l.

Subpart A-Eligibility Requirements
§ 226.1 Incorporation by reference.

(a) All of the provisions of Subpart
A. Part 203 of this chapter concerning
eligibility requirements of mortgages
under section 203 of the National Hous-
ing Act apply with equal force and effect
to mortgages insured pursuant to section
809, except the following provislons:
Sec.
203.18 Tdrxumum mortgago amount3.
203.28 Economlo coundnes of project.
203.42 Rental properties.
203.43a Eligibility of houuing In declining

urban are3,
203.50 et seq. Insured home Improvement

loans.

(b) For tho purpozas of this subpart
all references In Part 203 of this chapter
to section 203 of the National Housing
Act shall be deemed to refer to section
809 of the National Housing Act.
§ 226.2 Certificate of need.
(a) Issuance bj Secretary of Defense.

No mortgage covering property located
at or near a military installation shall be
insured unless the Secretary of Defens.
or his dezignee, shall have certified to
the Commissioner that the housing is
neces ary to provide adequate housing
for civlian employed In connectfon
with a research or development Instal-
lation of one of the military departments
of the United States or a contractor
thereof, and that there is no prezent In-
tention to substantially curtail the num-
ber of the civilim personnel assigned or
to be assigned to such installation. The
certification shall be conclusive evidence
to the Commiioner of the need for such
housin,.

(b) Issuance by Administrator of the
National Aeronautics and Space Admin-
istratfon. A mortgage may be insured
under this subpart secured by property
which is Intended to provide housing
for a person employed or assigned to
duty at or in connection with a. research
or development Installation of the Na-
tional Aeronautics and Space Adminis-
tration and which is located at or near
such installation. The mortgage shall
not be insured, however, unless the Ad-
ministrator of the National Aeronautics
and Space Administration or his designee
shall have certified to the Commissioner
that the housing Is necessary to pro-
vide adequate housing for civillan or
military personnel employed or assigned
to duty at or In connection with a re-
search or development installation of the
National Aeronautics and Space Admin-
istration and that there Is no present
intention to substantially curtail the
number of thepersonnelassignedorto be
assigned to such Installation. This
certification shall be conclusive evidence
to the CommLsoner of the need for such
housing.

(c) Issuance by Atomic Energy Comn-
missfon. A mortgage may be insured
under this subpart secured by property
which is intended to provide housing for
a person employed at a research or de-
velopment installation of the Atomic
Energy Commission and which Is located
at or near such Installation. The mort-
gage shall not be insured, however, un-
less the Atomic Energy Commiss on
shall have certified to the Commissioner
that the housing is necessary to provide
adequate housing for persons employed
at or in connection with a research or
development installation of the Atomiac
Energy Commison and that there is no
present intention to substantially cur-
tail the number of the personnel assigned
or to be a-s igned to such installation.
This certification shall be conclusive evi-
dence to the Commissioner of the need
for suchhousing.
§ 226.3 Employment status ccrtificate.

(a) Certiflcate by Secretary of De-
fense. No mortgage covering property
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at a military installation shall be In-
sured 'unless the Secretary of Defense, or
his designee, has issued a certificate in-
dicating that the mortgagor: (1) Re-
quires housing; (2) is, on the date of the
certificate, a civilian employee at a re-
search or development installation of
one of the military departments of the
United States, or contractor thereof, at
a research or development Installation;
and (3) is considered by the military de-
partment to be an essential, nontem-
porary employee at such date. Such
certificate shall be conclusive evidence
to the Commissioner of the employment
status of the mortgagor and of the
mortgagor's need for housing.

(b) Certificate by Administrator of
National Aeronautics and Space Admin-
istration. (1) An employment status
certificate shall be required in connec-
tion with a mortgage secured by prop-
erty which Is intended to provide hous-
ing for a person employed or assigned to
duty at a research or development in-
stallation of the National Aeronautics
and Space Administration and which Is
located at or near such installation. No
mortgage shall be insured unless the
Administrator' of the National Aero-
nautics and Space Administration, or
his designee, has issued a certificate In-
dicating that the mortgagor on the date
of the certificate:

(i) Requires housing;
(i) Is a civilian employee or one of

the military personnel employed or as-
signed to duty at a research or develop-
ment installation of the National Aero-
nautics and Space Administration, or is
an employee of a contractor of such Ad-
ministration who is employed at a re-
search or development installation; and

(iI) Is considered by the National
Aeronautics and Space Administration
to be an essential, nontemporary em-
ployee of such Administration or of a
contractor thereof.

(2) The certificate shall be conclusive
evidence to the Commissioner of the
employment status of the mortgagor and
the mortgagor's need for housing.

(c) Certificate by Atomic Energy
Commission.- (1) An employment status
certificate shall be required in connec-
tion with a mortgage secured by prop-
erty which is intended to provide hous-
ing for a person employed or assigned
to duty at a research or development in-
stallation of the Atomic Energy Com-
mission and which is located at or near
such Installation. No mortgage shall
be Insured unless the Atomic Energy
Commission has issued a certificate in-
dicating that the mortgagor on the date
of the certificate:

(I) Requires housing;
(l) Is a civilian employee or one of

the military personnel employed or as-
signed to duty at a research or develop-
ment installation of the Atomic Energy
Commission, or Is an employee of a con-
tractor of such Commission who s em-
ployed at a research or development
Installation; and

(ill) Is considered by the Atomic
Energy Commission to be an essential,-
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nontemporary employee of such Com-
mission or of a contractor thereof.

(2) The certificate shall be conclusive
evidence to the Commissioner of the em-
ployment status of the mortgagor and
the mortgagor's need for housing.
§226.4 Maximum mortgage amount;

. dollar limitation.
The mortgage shall involve a principal

obligation in a dollar amount not in ex-
cess of:

(a) $33,000 in the case of a dwelling
designed principally for a one-family
-residence.

(b) $35,750 in the case of a two-family
residence.

c) $35,750 in the case of a three-fam-
ily residence.

(d) $41,250 in the case of a four-family
residence.
In addition to the dollar limitation pre-
scribed in this section the mortgage
amount is subject to a loan-to-value lim-
itation as provided in § 226.5.
§226.5 Maximum mortgage amount;

loan.to-value limitation.
(a) In addition to meeting the dollar

limitation set forth in § 226.4, the mort-
gage shall be in an amount not exceeding
the following:

(1) Approval prior to construction. If
the mortgage covers a dwelling approved
for mortgage Insurance (or for guaranty,
insurance, or a direct loan by the Admin-
Istrator of Veterans Affairs) prior to the
beginning of construction or a dwelling
which was completed more than 1 year
preceding the date of the application for
mortgage insurance, the sum of the fol-
lowing percentages of the Commission-
er's appraised value of the property, as
of the date the mortgage is accepted for
insurance:

(i) 97 percent of the first $15,000 of
such value (100 percent of $15,000 of
such value or the sum of such value not
in excess of $15,000 and the Items of pre-
paid expense approved by the Commis-
sioner minus $200, whichever appraisal
amount or sum is the lesser, in the case
of a mortgagor qualifying as a veteran).

(ii) b0 percent of such value in excess
of $15,000, but not in excess of $25,000.

(iIl) 80 percent (85 percent in the-case
of a mortgagor qualifying as a veteran)
of such value in excess of $25,000.

(2) No prior approval. A loan to value
limitation of 90 percent of $25,000 of the
appraised value of the property, as of
the date the mortgage is accepted for
insurance, and 80 percent (85 percent In
the case of a mortgagor qualifying as a
veteran) of such value in excess of
$25,000, if the dwelling does not meet
the requirements in the introductory
text of subparagraph (1) of this para-
graph.

(b) Veteran qualifications: The spe-
cial veteran terms provided in paragraph
(a) shall only be applicable to a mort-
gage covering a single family dwelling
executed by a mortgagor who submits to
the Commissioner one of the following
certifications:

(1) A Certificate of Veteran Status
from the Veterans Administration estab-
lishing that he has served 90 days or
more on active duty in the armed forces
(U.S. Army, Navy, Marine Corps, Air
Force, Coast Guard, the Army Reserve,
the Naval Reserve, the Marine Corps Re-
serve, the Air Force Reserve, the Coast
Guard Reserve, the National Guard of
the United States, and the Air National
Guard of the- United States) of the
United States and was discharged or re-
leased therefrom under conditions other
than dishonorable.

(2) A certificate Issued by the Score-
tary of Defense establishing that the
mortgagor performed extra hazardous
service while serving in the armed forces
for a period of less than 90 days.
§ 226.6 Mortgage obligation in muhti.

ples.
The mortgage shall Involve a principal

obligation in an amount of $100 or multi-
ples thereof (except that a mortgage
having a principal obligation not in ex-
cess of $15,000 and an amortization
period of either 20, 25 or 30 years, may
be In an amount of $50 or multiples
thereof).
§226.7 BMortgagor's mnimum invent.

ment.
At the time the mortgage Is insured,

the mortgagor shall have paid In cash or
Its equivalent the following minimum
amount.

(a) In all cases (except those Involv-
ing a veteran meeting the requirements
of § 226.5(b)), the minimum investment
shall be at least 3 percent of the Com-
missioner's estimate of the cost of ac-
quisition or such larger amount, as the
Commissioner may determine.

(b) In a case involving a veteran meet-
ing the requirements of § 226.5(b), the
minimum investment shall be $200 which
may include settlement costs, initial pay-
ments for taxes, hazard insurance pre-
miums, mortgage insurance premiums,
and other prepald expenses as approved
by the Commissioner.
§ 226.8 Eligible mortgagors.

No mortgage shall be Insured unless
executed by a mortgagor who meet5 the
employment status requirements as set
forth in § 226.3 and who at the time
of insurance Is the owner of the prop-
erty and either occupies the property or
certifies that his failure to do so is the
result of a change of his employment,
§ 226.9 Requirementf a-& to r4k and

economic soundness.
A mortgage may be accepted for In-

surance by the Commissioner without
regard to any requirement that the prop-
erty or project be economically sound or
an acceptable risk.
§ 226.10 Guarantee of Fund from lON'.

If the Commissioner determines that
the Insurance of mortgages on housing
as certified by the Secretary of Defense,
the Administrator of the National Aero-
nautics and Space Adminlstrat!pn, or the
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Chairman of the Atomic Energy Com-
mission is not an acceptable risk, he may
require the Secretary, the Administrator,
or the Chairman, as the case may be, to
guarantee the General Insurance Fund
against loss with respect to mortkages
insured under this subpart.

Subpart B-Contract Rights and
Obligations

§ 226.251 Incorporation by reference.
(a) All of the provisions of Subpart B,

Part 203 of this chapter covering mort-
gages insured under section 203 of the
National Housing Act apply to mortgages
insured under section 809 of the Na-
tional Housing Act except the following
provisions:
Sec.
203.420 Nature of Mutual Mortgage Insur-

ance Fund.
203.421 Allocation of Mutual Mortgage In-

surance Fund Income or Loss.
203.422 Right and liability under Mutual

Mortgage Insurance Fund.
203.4A23 Distribution of distributive shares.
203.424 Maxrmum amount of distributive

shares.
203.425 FInality of determination.
203.440 et seq. Insured home improvement

loans.

(b) For the purposes of this subpart
all references in Part 203 of this chapter
to section 203 of the act shall be con-
strued to refer to section 809 of the act
and all references to the Mutual Mort-
gage Insurance Fund shall be construed
to refer to the General Insurance Fund.
PART 227-ARMED SERVICES HOUS-
ING-IMPACTED AREAS [SEC. 8101

Subpart A-Eligibility Requirements-Projects
Sec.
227.1
227.5

22710
227.15

227.20

227.25
227.27

227.30

227.35

227.40

227.45

227A7

227.50
227.55

Incorporation by reference.
Definitions of terms as used in this

subpart.
Preference in sale or rental.
Insurance risk and economic sound-

ness.
Reduced mortgage amount-lease-

holds.
Eligible mortgages-form.
Prepayment privilege; prepayment

and late charge.
Eligible mortgagors.
Maximum mortgage amounts-

Multifamily Rental Project.
Maximum mortgage amounts--

multifamily sales project.
Increased mortgage amounts-high

cost areas.
Loans to cover 2-year operating

loss.
Mortgage release provisions.
Cost certification.

Subpart B-Contract Rights and Obligations-
Projects

227.251 Incorporation by reference-Iulti-
family, Sales or Rental Project.

227.253 Adjusted premium and termination
charges.

Subpart C-Eligibility Requirements-individual
Mlortgages

227.501 Incorporation by reference.
227.505 Definitions of terms as used in this

subpart.
227.510 Preference in sale or rental.

Sec.
227.515

227.520

227.525
227.530
227.535

227.540
227.545
227.550
227.555

Subpart

227.751

Insurance risk and economic cound-
ness.

Reduced mortgage amounts-Icace-
holds.

Eligible mortgages-form.
Eligible mortgagors.
Maximum mortgage amounts-In-

dlvidual Mortgage.
Mortgagor minimum Investment.
Maximum term.
Amortization period.
Release from Multifamily Sales

Project mortgage.

D--Contract Rights and OblIgations--
Individual Mortgages

Incorporation by reference--Indl-
vidual Mortgages.

Aumonrr: The provisions of this Part
227 Issued under sees. 807, 810, 69 Stat. (51,
73 Stat. 683; 12 U.S.C. 1748f, 1748h-2-

Subpart A-Eligibility Require-
ments-Projects

§ 227.1 Incorporation by reference.
(a) General. All of the provisions of

§§ 203.1 to 203.4 and 203.6 to 203.9 of this
chapter shall govern the eligibility quali-
fications and requirements of mortgages
under this subpart.

(b) Multifamily, sales or rental prol-
cts. (1) All of the provisions of Sub-

part A, Part 207 of this chapter covering
mortgages insured under section 207 of
the National Housing Act apply to Multi-
family, Sales or Rental Project mort-
gages insured under this subpart except
the following provisions:
Sec.
207.4 Maximum mortgage amounts.
207.10 Covenant for fire Insurance.
207.11 Soundness of project.
207.14 Prepayment privilege; prepayment

and late charges.
207.17 Classification.
207.22 Qualification of lenders.
207.23 Eligibility of property.
207.25 Certificate of cost requirements.
207.26 Form of contract.
207.27 Certificates of actual cost.
207.28 Adjustment resulting from cost cer-

tification.
207.29 Rehabilitation projects.
207.30 Requisites of agreement and certifl-

cation.
207.31 Eligibility of miscellaneous type

mortgages.
207.31a Eligibility of housing In declining

urban areas.
207.32 Eligibility of refinanced mortgage.
207.3 Eligibilty of mortgages on trailer

courts or parla for trailer coach
mobile dwellings.

207.34 Reinsurance of Commnilsoner-held
mortgages.

(2) For the purposes of this subpart
all references in Part 207 of this chapter
to section 207 of the National Housing
Act shall be construed to refer to section
810 of such Act.
§ 227.5 Definitions of terhms as used in

this subpart.

As used in this subpart, the following
terms will have the meaning indicated:

(a) "Act" means the National Hous-
ing Act, as amended.

(b) "Commizsioner" means the Fed-
eral Housing Commissioner or his au-
thorized representatives.
(c) [Reserved]
(d) "Mlortgage" means a first mort-

gage on real estate, in fee simple, or on
a leasehold (1) under a lease for not less
than 99 years which Is renewable; or (2)
under a lease having p. period of not less
than 75 years to run from the date the
mortgage Is executed; or (3) under a
lease executed by a governmental agency
for the maximum term consistent with
its legal authority, provided such lease
has a period of not less than 50 years
to run from the date the mortgage is ex-
ecuted; and the term "first mortgage'"
means such classes of first liens as are
commonly given to gecure advances on.
or the unpaid purchase price of, real
estate, under the laws of the State In
which the real estate Is located, together
with the credit instruments, if any, se-
cured thereby.
(e) "In'ured mortgage" means a

mortgage which has been insured by the
endorsement of the credit Instrument by
the Commissioner.

) "Mortgagor" means any individual
or private entity approved by the Com-
misloner, which until the termination
of all obligations of the Commissioner
under the insurance contract and during
such further period of time as the Corn-
mIrs-oner shall be the owner, holder, or
reinsurer of the mortgage, is regulated
or restricted by the Commissioner as to
rents or sales, charges, capital structure,
rate of return, and methods of operation.
(g) "Mortgagee" means the original

lender under a mortgage, its successbrs
and such of Its assigns as are approved
by the Commissioner, and includes -the
holders of the credit instruments issued
under a trust mortgage or deed of trust
pursuant to which such holders act by
and through a trustee herein named.
(h) "Multifamily Sales ProJect" means

a project constructed under a blanket
mortgage, covering a group of not less
than eight single-family dwellings con-
structed for eventual sale to individual
purchasers.
(1) "Multifamily Rental Project"

means a project constructed for the
purpose of providing rental housing ac-
commodations for eligible tenants.

(J) "Maturity date" means the date
on which the mortgage indebtedness
would be extinguished If paid in accord-
ance with periodic payments provided
for in the mortgage.
§ 227.10 Preference in sale or rental.

Priority in the sale or rental of dwell-
ings covered by a mortgage insured under
this subpart shall be given to the follow-
ing classes of persons:

(a) Military personnel;
(b) E sential civilian employees of the

Armed Services;
(c) Employees of contractors for the

Armed Services.
(d) Essential personnel employed or

assined to duty at a research or devel-
opment installation of the National Aero-
nautics and Space Adminrtration or the
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Atomic Energy Commission or employ-
ees of a contractor of such Administra-
tion or Commission who are employed
at a research or development installation.
§ 227.15 - Insurance risk and economic

soundness.
Any mortgage may be accepted for

insurance by the Commissioner without
regard to any requirement that the prop-
erty or project be economically sound.
§ 227.20 Reduced mortgage amount-

leaseholds.
In the event the mortgage is on a

leasehold estate rather than on a fee
simple holding, the value or replacement
cost of the property on which the mort-
gage is based is the value or replacement
copt of the property in fee simple re-
duced by an amount equal to the capi-
talized value of the ground rent. The
mortgage amount shall be adjusted to
the next lowest mortgage amount as
stipulated in § 227.751 for individual
mortgages.
§ 227.25 Eligible mortgages-form.

(a) Form. The mortgage must be
executed upon a form-approved by the
Commissioner for use in the jurisdiction
In which the property covered by the
mortgage is situated and must be a first
lien upon property that conforms with
property standards prescribed by the
Commissioner.

(b) Disbursement of mortgage pro-
ceeds. The entire principal amount of
the mortgage must have been disbursed
to the mortgagor or to his creditors for
his account and with his consent.
§ 227.27 Prepayment privilege; prepay-

ment and late charge.
All of the provisions of § 207.14 of this

chapter relating to prepayment and late
charge shall apply to mortgages insured
under this part, except that no prepay-
ment charge shall be made for prepay-
ments which result from releases of
Individual properties from a blanket
mortgage covering a Multifamily Sales
Project.
§ 227.30 Eligible mortgagors.

In order to be eligible for mortgage
Insurance under this subpart, the mort-
gage shall be executed by a mortgagor
approved by the Commissioner.
§ 227.35 Maximum mortgage

amountc-Multfamily Rental Proj-
ect.

A mortgage on a Multifamily Rental
Project may involve a principal obliga-
tion not In excess of the lesser of the
following:

(a) $5,000,000;
b) 90 percent of the estimated value;

(c) For such part of the property or
project attributable to dwelling use, an
amount per family unit, depending on
the number of bedrooms, which may be:

(1) $9,000 without a bedroom.
(2) $12,500 with one bedroom.
(3) $15,000 with two bedrooms.
(4) $18,500 with three or more bed-

rooms.

§ 227.40 Maximum mortgage
amounts-multifamily sales project.

A mortgage on a multifamily sales
project may involve a principal obliga-
tion not in excess of the lesser of the
following:

(a) $5,000,000.
(b) A sum computed on the basis of a

separate mortgage for each single-family
dwelling comprising the project, equal to
the total of each of the maximum prin-
cipal obligations of such mortgages
which would meet the requirements of
section 203(b) (2) of the Act If the mort-
gagor were the owner and occupant who
had made any required payment on ac-
count of the property described in such
section of the Act; provided that special
escrow arrangements, satisfactory to the
Commissioner, are made by the mort-
gagor with respect to mortgage proceeds
in excess of 90 percent of the estimated
value.,
§ 227.45 Increased mortgage amounts--

high cost areas.
(a) In any geographical area where

the Commissioner finds cost levels so re-
quire, the Commissioner may increase,
by not to exceed 45 percent the dollar
amount limitations set forth In
§ 227.35(c).

(b) If the Commissioner finds that be-
cause of high costs in Alaska, Guam, or
Hawaii it is not feasible to construct
dwellings without the sacrifice of sound
standards of construction, design, and
livability within the limitations of maxi-
mum mortgage amounts provided in this
section, the principal obligation of mort-
gages may be increased In such amounts
as may be necessary to compensate for
such costs, but not to exceed, In any
event, the maximum including high cost
area Increases, If any, otherwise appli-
cable by more than one-half thereof.
§ 227.47 Loans to cover 2-year operating

loss.

(a) Operating loss determination.
When the Commissioner determines that
an operating loss has occurred during the
first 2 years following completion of the
project, he may, In his discretion, ac-
cept for Insurance under this part, a
loan to cover such loss. For the purposes
of this section, an operating loss shall
occur when the Commissioner deter-
mines that the total of the taxes, inter-
est on the mortgage debt, mortgage In-
surance premiums, hazard Insurance
premiums, and the expense of mainte-
nance and operation of the project (ex-
cluding depreciation) exceeds the proj-
ect income.

(b) Security instrument. The loan
shall be secured by an instrument in a
form approved by the Commissioner for
use in the Jurisdiction in which the proj-
ect is located.

(c) Maximum interest rate. The loan
may bear interest at such rate as may be
agreed upon by the mortgagee and mort-
gagor, but in no case shall such rate ex-
ceed the rate in effect under § 207.7 of
this chapter on the date the commit-
ment is issued. Interest shall be payable

in monthly installments on the principal
then outstanding.

(d) Maturity. The loan shall be lim-
Ited to a term not exceeding the un-
expired term of the original mortgage,
§ 227.50 Mortgagereleameprovisioni.

A mortgage executed by a mortgagor
of a Multifamily Sales Project shall pro-
vide that at any time after five years
from the date the project became avail-
able for initial occupancy or at such
earlier date as the Commissioner may au-
thorize, the property underlying such
mortgage may be released, in whole or
in part, upon payment of the unpaid
balance of the blanket mortgage allocable
to the property released. Where the
mortgage does not contain release provi-
sions, no property shall, except with the
consent of the Commissioner, be released
from the lien thereof so long as the
mortgage insurance is in force,
§ 227.55 Cost certification.

All of the provisions of §§ 207.25
through 207.30 of this chapter shall be
applicable to a Multifamily Rental Proj-
ect, but such provisions shall not be
applicable to a Multifamily Sales Proj-
ect.

Subpart B-Contract Rights and
Obligalions-Proiocts

§ 227.251 Incorporation by reference-
lIultifamily, Sales or Rental Project.

(a) All of the provislons of Subpart
B, Part 207 of this chapter covering
mortgages insured under section 207 of
the National Housing Act apply to Mul-
tifamily, Sales or Rental Project mort-
gages insured under section 810 of the
National Housing Act except the follow-
ing provisions:
Sec.
207.253 Adjusted premlum and termination

charges.

(b) For the purposes of this part, all
references in Part 207 of this chapter to
section 207 of the act shall be construed
to refer to section 810 of the act.
§ 227.253 Adjusted premiun and ternl.

nation chargeo.
All of the provisions of § 207.253 of this

chapter relating to adjusted premium
and termination charges shall apply to
mortgages insured under this part, ex-
cept that no adjusted premium charge
shall be due the Commissioner where a
Multifamily Sales Project Mortgago In
paid in full prior to maturity as a result
of the release of the individual prollertico
from the mortgage.

Subpart C-EligibiI|fy Roquiremonts-
Individual hlorgagos

§ 227.501 Incorporation by reference.
(a) General. All of the provisions

of §§ 203.1 to 203.4 and 203.6 to 203.9
of this chapter shall govern the eligibility
qualifications and requirements of mort-
gages under this subpart.

(b) Individual Mortgages. (1) All of
the provisions of Subpart A, Part 203 og
this chapter covering mortgages Insured
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under section 203 of the National Hous-
ing Act apply to Individual Mortgages
insured under this subpart except the
following provisions:
Sec.
203.17 Mortgage provisions.
203.18 Malximum mortgage amounts.
203.19 Mortgagor's minimum Investment.
203.28 Economic soundness of project.
203.29 Eligible mortgages in Alaska, Guam

or Hawail.
203.40 Location of property.
203.42 Rental properties.
203.43 Eligibility of miscellaneous type

mortgages.
203.43a Eligibility of housing in declining

urban areas.
203.50 et seq. Insured home Improvement

loans.'
(2) For the purposes of this subpart

all references in Part 203 of this chapter
to section 203 of the Act shall be con-
strued to refer to section 810 of such
Act.
§ 227.505 Definitions of terms as used

in this subpart.
As used in this subpart, the following

terms will have the meaning indicated:
(a) "Act" means the National Hous-

IngAct, as amended.
(b) "Commissioner" means the Fed-

eral Housing Commissioner or his au-
thorized representatives.
(c) [Reserved]
(d) "Mortgage" means a first mort-

gage on real estate, in fee simple, or on
a leasehold (1) under a lease for not less
than 99 years which is renewable; or (2)
under a lease having a period of not less
than 75 years to run from the date the
mortgage is executed; or (3) under a
lease executed by a governmental agency
-for the maximum term consistent with
its legal authority, provided such lease
has a period of not less than 50 years
to run from the date the mortgage is ex-
ecuted; and the term "first mortgage"
means such classes of first liens as are
commonly given to secure advances on,
or the unpaid purchase price of, real
estate, under the laws of the State in
which the real estate is located, together
with the credit instruments, if any, se-
cured thereby.

(e) "Insured mortgage" means a
mortgage which has been insured by the
Issuance of a Mortgage Insurance Cer-
tificate or by" the endorsement of the
credit instrument by the Commissioner.

(f) "Mortgagor" in the case of an
Individual Mortgage means the original
borrower under a mortgage and its suc-
cessors and such of its assigns as are ap-
proved by the Commissioner.

(g) "Mortgagee" means the original
lender under a mortgage, its successors
and such of its assigns as are approved
by the Commissioner, and includes the
holders of the credit instruments issued
under a trust mortgage or deed of trust
pursuant to which such holders act by
and through a trustee herein named.

(h) "Individual Mortgage" means a
mortgage covering an individual single-
family dwelling which has been released
from a Multifamily Sales Project
mortgage.

(I) 'Maturlty date" means the date
on which the mortgage indebtedness
would be extinguished if paid In accord-
ance with periodic payments provided
for in the mortgage.
§ 227.510 Preference in sale or rental.

Priority in the sale or rental of dwell.-
Ings covered by a mortgage Insured under
this subpart shall be given to the follow-
ing classes of persons:

(a) Military personnel;
(b) Essential civilian employees of the

Armed Services;
(a) Employees of contractors for the

Armed Services.
(d) Essential personnel employed or

assigned to duty at a research or devel-
opment installation of the National
Aeronautics and Space Administration
dr the Atomic Energy Commislon or
employees of a contractor of such Ad-
ministration or Commlssion who are
employed at a research or development
installation.
§ 227.515 Insurance risk and economic

soundness.
Any mortgage may be accepted for in-

surance under this subpart by the Com-
missioner without regard to any require-
ment that the property or project be
economically sound or an acceptable risk.
§ 227.520 Reduced mortgage amounts--

leaseholds.
In the event the mortgage is on a

leasehold estate rather than on a fee
'simple holding, the value or replacement
cost of the property on which the mort-
gage is based is the value or replacement
cost of the property in fee simple re-
duced by an amount equal to the capi-
talized value of the ground rent. The
mortgage amount shall be adjusted to the
next lowest mortgage amount as stipu-
lated in § 227.535 for individual mort-
gages.
§ 227.525 Eligible mortgages-form.

(a) Form. The mortgage must be
executed upon a form approved by the
Commigloner for use in the Jurisdiction
in which the property covered by the
mortgage is situated and must be a first
lien upon property that conforms with
property standards prescribed by the
Commissioner.

(b) Disbursement of mortgage pro-
ceeds. The entire principal amount of
the mortgage must have been disbursed
to the mortgagor or to his creditors for
his account and with his consent.
§ 227.530 Eligible mortgagors.

In order to be eligible for mortgage
Insurance under this subpart, the mort-
gage shall be executed by a mortgagor
approved by the Commissioner.
§ 227.535 Mraximum mortgage

amounts-Individual Mrortgage.
The mortgage shall involve a prin-

cipal obligation in an amount of $100
or multiples thereof except a mortgage
having a principal obligation not in ex-
cess of $15.000 and an amortization pe-
riod of either 20, 25, 30 or 35 years may

be in an amount of $50 or multiples
thereof and must not exceed the unpaid
balance of the project mortgage allocable
to the property offered as security.
§ 227.540 Mortgagor minimum invest-

mcnL
At the time the mortgage is Insured

the mortgagor shall have paid on ac-
count of the property at least 3 percent
of the Commloner's estimate of the
cost of acquisition or such larger amount
as the Commissioner may determine, in
cash or its equivalent.
§ 227.545 Maximum term.

The mortgage shall come due on the
first of a month and must have a matur-
Ity satisfactory to the Commissioner,
not more than 35 years or the unexpired
term of the Multifamily Sales Project
mortgage at the time of release of the
mortgaged property from such property
mortgage.

§ 227.550 Amortization pcriod.
The amortization period shall be

either 10, 15, 20, 25, 30 or 35 years by
providing for 120, 180, 240, 300, 360 or
420 monthly amortization payments.
§ 227.555 Release from Multifamily

Sales Project mortgage.
To be released from the lien of a pro-

ject mortgage the property to be re-
leased and mortgaged shall be included
as part of a Multifamily Sales ProjeLt
and shall have located thereon a single-
family dwelling. The mortgage shall
be executed in connection'with the re-
lease of such property from the Hen of
the project mortgage and to replace or
refinance the project mortgage as to
such property.

Subpart D--Conract Rights and Ob-
ligations Individual Mortgages

§ 227.751 Incorporation by reference--
Indidual Mortgages.

(a) All of the provisions of Subpart B,
Part 203 of this chapter covering mort-
gages insured under section 203 of the
National HousingAct apply to Individual
Mortuages insured under section 810 of
the National Housing Act except the fol-
lowingprovisions:
S2
203.420

203.421

203.422

203.423
203.424

203.425203.440

INature cf Mutual Mortgage Insur-
ance Fund.

Allocation of Mutual Mortgage In-
muranco Fund Income or Loss.

night and liability under Mutual
Mortgago Inurance Fund.

DI)tributlon of distributive shares.
Maximum amount of distributive

aharm.-
Finality of determination.
et caq. In ured home Improvement

lo=-n.

(b) For the purposes of this subpart
all references In Part 203 of this chapter
to section 203 of the act shall be con-
strued to refer to section 810 of the act,
and all references to the Mutual Mort-
gage Insurance Fund shall be construed
to refer to the General Insurance Fund.

FEDERAL REGISTER, VOL 36, NO. 246-WEDNESDAY, DECEM4BER 22, 1971

24613



24614

PART 228-INDIVIDUAL RESIDENCES;
NATIONAL DEFENSE HOUSING
MORTGAGE INSURANCE [SEC.
903]

Subpart A-Rosorvedl

Subpart B-Contract Rights and Obligations

Sec.
228.251 Incorporation by reference.
228.255 Due date of Initial AIUP.
228.260 Adjustment of initial MIP.
228.265 Amount of annual MIi.
228.270 Pro rata adjustment of MIP upon

prepayment.
228.275 Payment of delinquent interest.
228.280 Special forbearance rellef-ovner-

ship of ten unit project.
228.285 Effect of special forbearance agree-

ment on default and MIP
228.290 Insurance beneflts-conveyed prop-

erties-foreclosure costs.
228.295 Debenture interest rate.
228.300 Maturity of debentures.
228.305 Applicability to outstanding mort-

gages and commitments.
AuTHoarrr: The provisions of this Part

228 isued under sec. 903, 65 Stat. 296, sec.
907, 65 Stat. 301; 12 UJ.o. 1750b, 17Of.

Subpart A-[Reserved]

Subpart B-Contract Rights and
Obligations

.§228.251 Incorporation by reference.
(a) All of the provisions of Subpart B,

Part 203 of this chapter covering mort-
gages Insured under section 203 of the
National Housing Act apply to mortgages
covering individual homes in connection
with national defense housing insurance
under section 903 of the National Hous-
ing Act; except the following:
See.
203.266 Due date of initial WIP.
203.268 Adjustment of initial MIP.
203.269 Pro rata payment of initial WIi.
203.275 Amount of annual MIP.
203.276 Due date of annual MIP.
203.278 Pro rat payment of annual WIP.
203.402 Items included In payment-con-

veyed properties.
203.405 Debenture interest rate.
203.406 Maturity of debentures.
203.420 Nature of- Mutual Mortgage Insur-

ance Fund.
203.421 Allocation of Mutual Mortgage In-

surance Fund income or loss.
203.422 PRight and liability under Mutual

Mortgage Insurance Fund.
203.423 Distribution of distributive shares.
203.424 Maximum amount of distributive

shares.
203.425 Finality of determination.
203.498 Applicability to outstanding mort-

gages and commitments.
203.499 Effective date.

(b) For the purposes of this subpart,
all references in Part 203 of this chapter

Ito section 203 of the act shall be con-
strued to refer to section 903 of the act,
and all references to the Mutual Mort-
gage Insurance Fund shall be construed
to refer to the General Insurance Fund.
§ 228.255 Due date of initial B1]P.

The initial MIP shall be paid on the
date on which the insurance becomes
effective by endorsement.

RULES AND REGULATIONS

§ 228.260 Adjustment of initial MIP.
Regardless of whether the period cov-

ered by the MIP is more or less than 1
year, a payment shall be made to the
Commissioner on account of the initial
MIP which payment shall be in an
amount equal to one-half percent of the
average outstanding principal obligation
for the first year of amortization under
the mortgage. If such payment is less
than the minimum premium or more
than the maximum premium prescribed
by the act, the initial MIP shall be In
such minimum amount and the amount
of the second premium shall be adjusted
accordingly. If such payment is within
the limitations prescribed by the act, no
adjustment shall be made and the
amount of the payment shall be retained
by the Commissioner as the initial MIP.
§ 228.265 Amount of annual !IIP.

After payment of the initial MIP and
until the mortgage is paid in full or un-
til an application for insurance benefits
is recelvpd by the Commissioner or until
the contract Is otherwise terminated
with the consent of the Commissioner,
the mortgagee shall continue to pay an-
nual I to the Commissioner. Annual
AUP shall be paid on the anniversary
date of the beginning of amortization.
It shall be paid in an amount equal to
one-half percent of the average out-
standing principal obligation for the 12-
month period following the date on
which the premium becomes payable.
§ 228.270 Pro rata adjustment of MIP

upon prepayment.
Upon prepayment of the mortgage in

full prior to maturity, the Commissioner
shall refund to the mortgagee for the
account of the mortgagor an amount
equal to the pro rata portion of the
current MIP theretofore paid which Is
applicable to the portion of the year
subsequent to such payment, computed
from the first day of the month follow-
ing the month in which such prepay-
ment occurs. No such refund shall be
made n any case where the prepay-
ment occurs in the twelfth month of
the premium year.
§ 228.275 Payment of delinquent inter-

est.
The mortgagee may, with the written

consent of the Commissioner, apply
partial payments to delinquent interest
to the exclusion of prior delinquent prin-
cipal paynents at a rate not in excess
of the interest rate applicable to de-
bentures to which the mortgagee may
be entitled. Where the partial pay-
ments are so applied, the date of default
shall be 30 dbys after the due date of
the earliest monthly payment any part
of which remains unpaid.
§ 228.280 Special forbearance relief-

ownership of ten unit project.
The Commissioners may consent to the

mortgagee entering into a written agree-
ment with the mortgagor providing for
a postponement for a period not to ex-

ceed 1 year of that part of the monthly
payment which represents amortIzation
of principal where the mortgagor is the
owner of a group of properties consist-
Ing of a project of not less than 10
rental units. Such agreement shall ob-
ligate the mortgagor to deposit with the
mortgagee the entire net Income from
all of the properties comprising the proj-
ect, under arrangements satisfactory to
the Commissioner. The agreement shall
also obligate the mortgagor to resume
monthly payments after the effectivo
period of the agreement in such amounts
as will completely amortize the mort-
gage indebtedness within the original
maturity. The agreement shall In no
way affect the amount of the annual
MIP which shall continue to be calcu-
lated in accordance with the original
amortization provisions.
§ 228.285 Effect of special forbearance

agreement on default and MI P.
If the mortgagee withholds foreclo-

sure proceedings against the mortgagor
pursuant to the provisions of a forbear-
ance agreement approved by the Com-
missioner, partial payments on the mort-
gage received by the mortgagee shall be
applied and reapplied in the manner
prescribed in such agreement. Whero
payments are so applied, the date of de-
fault shall be 30 days after the due date
of the earliest monthly payment, any
part of which remains unpaid. In such
instances, the Commissioner may not re-
quire the payment of MIP or any portion
thereof to the extent that partial pay-
ments received from the mortgagor
during the period of forbearance are in-
sufcient to pay such premiums after
applying the partial payments to delin-
quent interest. The rate of delinquent
interest shall be not in excess of the
interest rate applicable to debentures to
which the mortgagee may be entitled.
§ 228.290 Insurance benefits-conveyed

properties--foreclouro coots.
All of the provisions of § 203.402 of

this chapter shall govern the computa-
tion of the Items included in insurance
benefits for conveyed properties, except
that in lieu of the allowance in para-
graph (f) of § 203.402 of this chapter for
foreclosure costs or for the cbsts of ac-
quiring the property otherwise, there
shall be included on account of such
costs, in those cases involving mortgages
on which the unpaid principal obligation
at the time of the institution of fore-
closure exceeds 80 percent of the ap-
praised value of the property as of the
date the mortgage was accepted for in
surance, an amount not in excess of the
greater of the following:

(a) Two percent of the unpaid prin-
cipal of the mortgage as of the date of
the Institution of foreclosure proceed-
ings, but not in excess of $75; or

(b) Two-thirds of the foreclo uro
costs or the costa of acquiring the prop-
erty otherwise.
§ 228.295 Debenture interent rate.

Debentures shall bear Interest from
the date of issue, payable semilannually

FEDERAL REGISTER, VOL. 36, NO. 246-1WEDNESDAY, DECEMBER 22, 1971



on the first day of January and the firs
day of July of each year at the rate of
2y2 percent per annum In the case of
mortgages endorsed for insurance prior
to July 8, 1953, and at the rate of 21
percent per annum in the case of mort-
gages endorsed for insurance on or after
July 8, 1953 and pursuant to commit-
ments Issued prior to May 29, 1954, and
at the rate of 21 percent per annum
in the case of -mortgages endorsed for
insurance after May 29, 1954, and pur-
suant to commitments issued prior to
August 9, 1951. and at the rate In effect
as of the date the commitment was
issued or as of the date the mortgage
was endorsed for Insurance In the case
of mortgages committed or endorsed for
insurance on or after August 9, 1954.
The following additional interest rates
are effective for the dates listed:

Effective rate (percent) On or after-- Prorto-

2. Aug. 9,1054 Tan. 1,1 M
2 L .. July 1,15 Jul 1,1055

-~~ ~ loy ,95 an ,1. .an. 1,15 uly 1,195
wJuly 1,19S7

§ 228.300 Lturity of debentures.
*Debentures shall mature as follows:
(a) Where the mortgage was insured

pursuant to a commitment Issued prior
to August 9, 1954, the debentures shall
mature 10 years after the date of issue
of such debentures.

(b) Where the mortgage was Insured
pursuant to a commitment Issued on or
after August 9,1954, the debentures shall
mature 20 years after the date of Issue of
such debentures.
§ 228.305 Applicability to outstanding

mortgages and commitments.
The regulations In this part are effec-

tive as to all mortgages on which a
commitment to insure is issued-to an
approved mortgagee on or after August
11, 1954.
PART 229-NATIONAL DEFENSE

RENTAL HOUSING MORTGAGE
INSURANCE [SEC. 9083

Subpart A-Eligibility Requirements tReserved]

Subpart B-Contrad Rights and Obligations
Sea.
229.251 Incorporation by reference.
229.252 Effective date-.

Aurosrr: The provisions of this Part
229 issued under see. 907, 65 Stat. 301; 12
U.S.C. 1750f, unless otherwise noted.
Subpart A-Elgibility Requirements

[Reserved]

Subpart B-Contract Rights and
Obligations

§ 229.251 Incorporationby reference.
All of the provisions of Subpart B,

Part 207 of this chapter concernIng
rights and obligations of a mortgagee
pursuant to an insurance contract under
section 207 of the act apply to mortgage s
insured pursuant to section 908 of the
act except for the purposes of this part:

RULES AND REGULATIONS

(a) References In Part 207 of thi
chapter to section 207 of the act shall be
deemed to mean section 903 of the act,

(b) Debentures shall mature as
follows:

(1) Where the mortgage vas insured
pursuant to a commitment Issued prior
to August 13, 1954, the debentures shll
mature 10 years after the date of Issue
of such debentures.

(2) Where the mortgage vms insured
pursuant to a commitment Issued on or
after August 13, 1964, the debentures
shall mature 20 years after the date of
issue of such debentures.
lInterpret or apply reo. 903, 0 Stat. 301, ao
amended; 12 U.S.C. 1750,)

§229.252 -Effcctive date.
The provisions of this part shall be

effective as to all mortgages with respect
to which a commitment to Insre shall
be issued on or after the date hereof.
PART 231-HOUSING MORTGAGE

INSURANCE FOR THE ELDERLY
Subpart A-tigiblilty Requirements

Sec.
231.1 Incorporation by refrence.
231.2 Definitions.
231.3 Maximum naortlage amounts--new

construction.
231A lximum mortgage amount.-re-

habilitatlon projects.
231.5 Increated mortgage amounts-ele-

vator type structures.
231.6 Increased mortgage amount--hIgh

cost arena.
231.7 Loans to cover two yuar oporating

loss.
231.8 Supervision of morga oer.
231.9 Eligible occupants.
231.10 Development of property.
231.1oa Certifcate of cost requIrementa.
231.0b lorm of contract.
231.11 Certmicates of actual cost.
231.11a Bulldcrs and sponvor's pront and

risk allowance.
231.llb Contractoe certification.
231.12 Private motgagor-nonprofit; pm-

payment privilege and prepay-
ment charges.

231.13 Private mortgagor-proft prepay-
ment privileges and prepayment
charges.

231.14 Lato chare
Sub;art B-Contrad I1ghts and Obligatlons

231.251 Incorporation by refercnce.
Auror: The provisions of this Part 231

issued under e. 211,52 Stat. 23; as amended,
eec. 231, 73 Stat. 665; 12 U.S.O. 1716b, 1716T.
Subpart A-Eligibility Requirements
§ 231.1 Incorporation Ly reference.
(a) All of the provisions of Subpart A,

Part 207 of this chapter concerning
eligibility requirements of mortgages
coverintg multifamily housing under ec-
tion 207 of the National Housing Act
apply to mortgages on proJects for the,
elderly insured under Eection 231 of the
National Housing Act except the follow-
Ing prov ions:
Sec.
207.4 axdl-um m ortgage amounts
207.11 Soundn= of proje ct.
207.14 Prepayment privilep; prepayment

und late charge
207.17 Classlflaton.
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zc--
or.7.1D

207=9

20720
23'7.27
207M5

F-Caqulred Cupervision of frivate
Mvs nora.

Ocn,.cy requiremnts.
evelopmnt of prop-rty.Cctfato of cas requiremanis.

Zesm of contrzet.
Csrtlcates of actual cost.
libility of msnctrgco on trailer
courtz or p'rka for trail=- coach
moblo drollinn.

(b) For the purposes of this subpart
all references In Part 207 of this chapter
to section 207 of the Act shall be con-
strued to refer to section 231 of the Act.
§ 231.2 Definition.

As used in this subpart, the following
terms shall have the meaning indicated:

(a) [Re.erved]
(b) "Act" means the National Housing

Act, as amnded.
(c) 'MEderly person" means any per-

son married or single, 62 years of age or
more.

(d) "Housing for the elderly" means
eight or more new or rehabilitated living
units which are specially designed for
the use and occupancy of elderly per-
sons.

(e) 'ortgagee" means the original
lender under a mortgage, and its suc-
cessors and assigns, and Includes the
holders of credit Instruments issued
under a trust indenture, mortgage or
deed of trust pursuant to which such
holders act by and through a trustee
therein named.

(f) '"ortgagor" means the original
borrower under a mortgage and- Its sue-
cessors and assigns.

(g) "Maturity date" means the date
on which the mortgage indebtedness
would be extinguished if paid in accord-
ance with the periodic payments pro-
vided for In the mortgage.

(Ci) "seplacement cost" means the
Commlssloner's estimate of the construc-
tion cozt of the property or project when
the proposed improvements are com-
pleted. The replacement cost may In-
clude the land., the proposed physical Im-
provements, utilities within the bound-
aries of the land, architect's fees, taxes.
Interest during construction and other
miscellaneous charce incident to con-
struction and approved by the Commis-
stoner.

(1) "Private Mortgagor-Profit" means
any mortgagor approved by the Commi-_
Eioner, which, until the termination of
all obliuations of the Commissioner un-
der the Insurance contract and during
such further period of time as the Com-
missoner shall be the owner, holder, or
reinsurer of the mortgage, may in the
Comisiloner's discretion be regulated
or restricted as to rents or sales, charges,
capital structure, rate of return and
methods of operation.

CJ) 'rivate Mortgagor-Nonprofi"
means a- corporation or a.sociation or-
ganized for purpose other than the
making of profit or gain for Itself or
persons Identified therewith and which
the Commislioner finds Is In no manner
controlled by nor under the direction of
persons or firm seer g to derive profit
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or gain therefrom. Such a mortgagor
shall be regulated or supervised under
federal or state laws or by political sub-
divisions of states or agencies thereof, or
the Federal Housing Commissioner, as
to rents, charges, and methods of oper-
ation. The regulation or supervision of
the mortgagor shall be in such manner
as, in the opinion of the Commissioner,
will effectuate the purposes -of this
subpart.

(k) "Public Mortgagor" means a Fed-
eral or State Instrumentality, a munici-
pal corporate Instrumentality of one or
more States, or nonprofit development
or housing corporation restricted by Fed-
eral or State laws or regulations of State
banking or insurance departments as to
rents, charges, capital structure, rate of
return, or methods of operation.

(I) "Handicapped person" means a
person who has a physical impairment
which:

(1) Is expected to be of a long-con-
tinued and indefinite duration;

(2) Substantially impedes his ability
to live independently; and

(3) Is of such nature that his ability
to live independently could be Improved
by more suitable housing conditions.
§ 231.3 Maximum mortgage amounts--

new construction.

SThe mortgage shall involve a princi-
pal obligation not in excess of the
following:

(a) Dollar amount limitation. (1)
$12,500,000 if executed by a Private Mort-
gagor;

(2) $50,000,000 if executed by a Public
Mortgagor.

(b) Family unit limitations. For such
part of the property or project attributa-
ble to dwelling use (excluding exterior
land improvement as defined by the
Commissioner) an amount per family
unit, depending on the number of bed-
rooms, which may be:

(1) $8,800 without a bedroom.
(2) $12,375 with one bedroom.
(3) $14,850 with two bedrooms.
(4) $18,700 with three bedrooms.
(5) $21,175 with four or more bed-

rooms.
(c) Replacement cost limitation. (1)

The Commissioner's estimate of the re-
placement cost of the property or project
when the proposed improvements are
completed if executed by a Private Mort-
gagor-Nonprofit or a Public Mortgagor.
The replacement cost may include the
land, the proposed physical improve-
ments, utilities within the boundaries of
the land, architect's fees, taxes, inter-
est during construction and other mis-
cellaneous charges incident to construq-
tion and approved by the Commissioner.

(2) 90 percent of the Commissioner's
estimate of the replacement cost of the
property or project when the proposed
improvements are completed if executed
by a Private Mortgagor-Profit. The
replacement cost may include the land,
the proposed physical improvements,
utilities within the boundaries of the
land, architect's fees, taxes, interest dur-
ing construction and other miscellaneous
charges incident to construction and ap-

proved by the Commissioner and shall
include an allowance for builders and
sponsors profit and risk of 10 percent of
the foregoing items exclusive of land un-
less the Commissioner, after certifying
such allowance is unreasonable, pre-
scribes a lesser percentage.

(d) Reduced mortgage amount -
leaseholds. In the event the mortgage is
on a leasehold estate rather than on a
fee simple holding, the value or replace-
ment cost of the property on which the
mortgage is based is the value or replace-
ment cost of tho property in fee simple
reduced by an amount equal to the capi-
talized value of the ground rent.
§ 231.4 Maximum mortgage amounts--

rehabilitation projects.
(a) Principal obligation of mortgage.

In the case of properties other than new
construction, the principal obligation of
the mortgage shall not exceed:

(1) Public Mortgagor and Private
Mortgagor-Nonprofit. For a Public
Mortgagor and a Private Mortgagor-
Nonprofit, the Commissioner's estimate
of the value of the project after the com-
pletion of the rehabilitation;

(2) Private Mortgagor-Profit. For a
Private Mortgagor-Profit, 90 percent of
the Commissioner's estimate of the value
of the project after the completion of the
rehabilitation.
I (b) Adjusted mortgage amount-re-
habilitation projects. A mortgage hav-
ing a principal amount computed in
compliance with the applicable provi-
sions of this section, and which involves
a project to be repaired or rehabilitated,
shall be subject to the following addi-
tional limitations:

(1) Property held in lee. If the mort-
gagor is the fee simple owner of the
project, the maximum mortgage amount
shall not exceed 100 percent of the Com-
missioner's estimate of the cost of the
proposed repairs or, rehabilitation.

(2) Property subject to existing mort-
gage. If the mortgagor owns the project
subject to an outstanding indebtedness,
which is to be refinanced with part of
the insured mortgage, the maximum
mortgage amount shall not exceed:

(I) Nonprofit mortgagor. If the mort-
gagor is a nonprofit mortgagor, the Com-
missioner's estimate of the cost of the
repair or rehabilitation plus such por-
tion of the outstanding indebtedness as
does not exceed the Commissioner's esti-
mate of the fair market value of such
land and improvements prior to the re-
pair or rehabilitation; or

(it) Profit mortgagor. If the mort-
gagor is a profit mortgagor, the Com-
missioner's estimate of the cost of repair
or rehabilitation plus such portion of the
outstanding indebtedness as does not
exceed 90% of the Commissioner's esti-
mate of the fair market value of such
land and improvements prior to the re-
pair or rehabilitation.

(3) Property to be acquired. If the
project is to be acquired by the mortgagor
and the Purchase price is to be financed
with a part of the insured mortgage, the
maximum mortgage amount shall not
exceed:

(I) Nonproflt mortgagor. If the mort-
gagor is a nonprofit mortgagor, the Com-
missloner's estimate of the cost of the
proposed repair or rehabilitation plus the
actual purchase price of the land and
improvements, but not in excess of the
Commissioner's estimate of the fair
market value of such land and Improve-
ments prior to the repair or rehabilita-
tion; or

(i) Profit mortgagor. If the mort-
gagor is a profit mortgagor:

(a) 90% of the Commissioner's e~tl-
mate of the cost of the repair or rehabil-
itation, plus

(b) 90% of the actual purchase price
of the land and Improvements, or Com-
missioner's estimate of the fair market
value of such land and Improvements
prior to the repair or rehabilitation,
whichever is the lesser as provided in
this (b).

(e) Reduced mortgage amount-lease-
holds. In the event the mortgage Is on a
leasehold estate rather than on a fee
simple holding, the value or replacement
cost of the property on which the mort-
gage Is based is the value or replacement
cost of the property in fee simple re-
duced by an amount equal to the capi-
talized value of the bround rent.
§ 231.5 Increased mortgage amount-

elevator type structures.
In order to compensate for the higher

costs incident to construction of elevator
type structures of sound standards of
construction and design, the Commis-
stoner may increase the dollar amount-
limitations per family unit as provided In
§ 231.3(b) to not to exceed:

(a) $10,450 per family unit without a
bedroom.

(b) $14,850 per family unit with one
bedroom.

(c) $17,600 per family unit with two
bedrooms.

(d) $22,000 per family unit with three
bedrooms.

(e) $25,025 per family unit with four
or more bedrooms.
§ 231.6 Increased mortgage amounts--

high cost areas.
(a) In any geographical area where

the Commissioner finds cost levels so re-
quire, the Commissioner may Increase, by
not to exceed 45 percent, the dollar
amount limitations set forth In §§ 231.3
(b) and 231.5.

(b) If the Commissioner finds that
because of high costs in Alaska, Guam,
or Hawail It is not feasible to construct
dwellings without the sacrifice of sound
standards of construction, design, and
livability within the limitations of maxt-
mum mortgage amounts provided in this
section, the principal obligation of mort-
gages may be increased in such amounto
as may be necessary to compensate for
such costs, but not to exceed In any event
the maximum, including high cos area
increases, if any, otherwise applicable
by more than one-half thereof.
§ 231.7 Loans to cover two year operat.

ing loss.
(a) Operating los s dctcrmination.

When the Commissioner determines that
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an operating loss has occurred during
the first 2 years followng completion
of the project, he may, in his discretion,
accept for insurance under this part, a
loan to cover such loss. For the purposes
of this section, an operating loss shall
occur when the Commissioner determines
that the total of the taxes, interest on the
mortgage debt, mortgage insurance pre-
miums, hazard insurance premiums, and
the expense of maintenance and opera-
tion of the project (excluding deprecia-
tion) exceeds the project income.

(b) Secrft instrument. The loan
shall be secured by an instrument in a
form approved by the Commissioner for
use in the jurisdiction in which the
project is located.

(c) Maximum interest rate. The loan
may bear interest at such rate as may be
agreed upon by the mortgagee and the
mortgagor, but in no case shall such rate
exceed the rate in effect under § 231.2 on
the date the commitment is Issued. In-
terest shall be payable in monthly install-
ments on the principal then outstanding.

(d) Maturity. The loan shall be lim-
ited to a term not exceeding the unex-
pired term of the original mortgage.
§ 231.8 Supervision of mortgagors.

(a) Private Mortgagor-Profit. All of
the provisions of § 207.19 of this chapter
apply to mortgages executed by a Private
Mortgagor-Profit.

(b) Private Mortgagor-Nonprofit.
All of the provisions of § 207.19 of this
chapter apply to mortgages executed
by a Private Mortgagor-nonprofit ex-
cept that:

(1) A private mortgagor-nonprofit
shall not be subject to the provisions of
§ 207.19(b) of this chapter (rate of re-
turn); § 207.19(c) (1) of this chapter
(the requirement of a deposit, in cases
involving the insurance of advances, to
meet the cost of equipping and renting
the project subsequent to construction
and to provide for accruals to meet pay-
ment of taxes, ground rents, mortgage
insurance premiums, property insurance
premiums and assessments); § 207.19(e)
of this chapter (rents and charges);
§ 207.19(g) of this chapter (mortgagor's
equity investment); and § 207.19(h) of
this chapter (advance amortization).

(2) In connection with a Private
Mortgagor-Nonprofit the provisions of
§ 207.19(d) of this chapter (Labor
standards and prevailing wage require-
ments), may be waived in those cases
where laborers or mechanics not other-
wise employed at any time on the project
voluntarily donate their services with-
out full compensation for the purpose of
lowering construction costs and the
Commissioner determines that amounts
thus saved are fully credited to the Pri-
vate Mortgagor-Nonprofit. No charge
shall be made by a Private Mortgagor-
Nonprofit for accommodations, facilities
or services offered by the project except
those charges approved by the Commis-
sioner.
§ 231.9 Eligible occupants.

The mortgagor shall establish that
preference or priority of opportunity to

rent the dwelling units covered by the
mortgage will be given to elderly persons
and to handicapped persons.
§ 231.10 Development of property.

(a) Commercial and special facilities.
The project may Include such commer-
cial and special facilities as the Com-
missioner deems adequate to serve the
occupants of the project.

(b) Zoning, decZ or building restrc-
tions. The project when constructed or
rehabilitated shall not violate any mate-
rial zoning or deed restrictions appll-
cable to the project site, and shall com-
ply with all applicable building and other
governmental requirements.
§231.10a Certificate of cost require-

nents.
(a) Prior to initial endorsement of the

mortgage for insurance, the mortgagor,
the mortgagee and the Commissioner
shall enter into an agreement approved
by the Commissioner for the purpose of
precluding any excess of mortgage pro-
ceeds over statutory limitations. Under
this agreement, the mortgagor shall dis-
close its relationship with the builder,
including any collateral agreement, and
with subcontractors and suppliers. It
shall also agree:

(1) To enter Into a construction con-
tract in a form meeting the requirements
of § 231.10b.

(2) To execute a certificate of actual
cost upon completion of all physical im-
provements on the mortgaged property.

(3) To apply in reduction of the out-
standing balance of the principal of the
mortgage any excess of mortgage pro-
ceeds over:

(I) In the case of a private mort-
gagor-profit, 90 percent of actual cost.

(i1) In the case of a public mortgagor
and private mortgagor-nonprofit, 100
percent of actual cost.

(b) The provisions of parauraph (a)
of this section relating to disclosure and
the requirement for a construction con-
tract shall not apply where the mort-
gagor Is the general contractor.
§ 231.10b Form of contract.

(a) In general. The contract between
the mortgagor and the general con-
tractor shall be in the.form of either a
lump sum contract or a cost plus con-
tract. The lump sum contract shall pro-
vide for the payment of a specified
amount. The cost plus contract shall
provide for the payment of the actual
cost of construction, not to exceed an
upset price, and may include a provision
for an additional payment to the builder
of a fee in an amount allowed by the
Commissioner.

(b) Lump s= contract. A lump sum
contract may be used where It is estab-
lished to the satisfaction of the CommL-
sioner that no Identity of interest extsts
between the mortgagor or ,my of Its of-
ficers, directors, stockholders or partners
and the general contractor, and where
the mortgage is executed by a private
mortgagor-profit or a public mortgagor.
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(c) Coot plu contract. A cost plus
contract shall be used in each of the
following instanczs:

(1) Where It is determined by the
Comioloner that an identity of Interest
exists between the mortgagor or any of
its officers, directors, stockholders or
p3rtners and the general contractor.

(2) Where the mortgage Is executed
by a private mortgagor-nonprofit, un-
less It Is established to the Commis-
sloner's satisfaction that a cost plus form
of contract Is not required to protect his
nterczts and the interests of the mort-
gagor, In which case a lump sum form of
contract may be uzed.
§ 231.11 Certificates of actual cost.

(a) Mortiagor's certifficate.-(1) Sub-
m7ision of certificate. The mortgagor's
certificate of actual cost, in a form pre-
scribed by the Commisloner, shall be
submitted prior to final endorsement and
upon completion of the Improvements to
the satisfaction of the CommIssoner.

(2) items to be included. The certifi-
cate shall show the actual cost to the
mortgagor of:

(I) The cost plus construction con-
tract, Including the builder's fee actuaEy
paid and approved by the Commisoner;
or the lump sum construction contract;
or the cost of the construction of the
project, where the mortgagor also acts
as the general contractor and no con-
struction contract is executed.

(11) The architect's fee.
(ill) The offsite public utilities and

streets not included in subdivision (I) of
this subparagrph.

(1v) The organizational and legal ex-
pen se.

(v) The other items of expense ap-
proved by the Commissioner.

(3) Items not to be included. The
certificate shall not Include as actual cost
any dckbacks, rebates, trade discounts,
or other similar payments to the mort-

ggor or to any of Its officers, directors,
stockholders or partners. Any suchpay-
ments shall be deducted from the costs
determined under subparagraph (2) of
this paragraph.

(b) Records. The mortgagor shall
keep and mnaintain adequate records- of
all cost of any construction or other cost
items not representing work under the
General contract and, in the case of a
cost plus contract, shall require the
builder to keep similar records and, upon
request by the Commissioner, shall ' __e
available for examination such records
including any collateral agreements.

(c) Certificate of Public accountant
The certificate of actual cost shal be
verified by an independent Certified Pub-
lic Accountant or Independent public ac-
countant in a manner acceptable to the
Commissioner.
§ 231.11a Euilder's and sponsor's profit

and rsk allowance.
(a) In general. The mortgagor's cer-

tifleate of actual cost shall include (ex-
cept in a cazse involving a nonprofit mort-
gagor) an allowance for builder's and
sponzor's profit and risk, the amount of
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which shall be dependent upon a deter-
mination by the Commissioner as to
whether or not there exists an identity
of interest between the mortgagor or any
of its officers, directors, stockholders, or
partners and the general contractor.

(b) Identity of interest cases. Where
an Identity of Interest exists, a builder's
and sponsor's profit and risk allowance
shall be included in lieu of the builder's
fee provided for In § 231.11(a) (2) (1).
This allowance shall be 10 percent of the
actual cost computed In accordance with
§ 231.11(a) excluding the following
items:

(1) Any builder's fee actually paid and
approved by the Commissioner. (This
fee shall be paid out of the builder's and
sponsor's profit and risk allowance.)

(2) The cost of the land or any
amount paid for a leasehold.

(3) The value of the land and im-
provements prior to repair or rehabilita-
tion plus the amount of the mortgage
proceeds used to refinance any outstand-
ing indebtedness on the property where
the mortgage involves the financing of
repair or rehabilitation.

(0) Nonidentity of interest cases.
Where no Identity of interest exists, a
sponsor's profit and risk allowance shall
be included. This allowance shall be 10
percent of the actual cost computed in
accordance with § 231.11 (a) excluding
the following items:

(1) The amounts paid by the mort-
gagor under the construction contract.

(2) The cost of the land or any
amount paid for a leasehold.

(3) The value of the land and im-
provements prior to 3epair or rehabili-
tation plus the amount of the mortgage
proceeds used to refinance any outstand-
ing indebtedness on the property where
the mortgage involves the financing of
repair or rehabilitation.

(d) Nonapplicability to nonprofit
mortgagor. The provisions of paragraphs
(a) through (c) of this section shall not
be applicable to a project involving a
nonprofit mortgagor.
§ 231.llb Contractor's certification.

(a) Certification by general contrac-
tor. Where a cost plus form of contract
Is used by a cooperative mortgagor or
where any other type of mortgagor is
required by the Commissioner to use
such contract, the mortgagor shall sub-
mit along with its certificate of actual
cost a certification of the general con-
tractor, in a form prescribed by the
Commissioner, as to all actual costs paid
for labor, materials and subcontract
work under the general contract exclu-
sive of the builder's fee and any kick-
backs, rebates, trade discounts, or other
similar payments to the general con-
tractor, the mortgagor, or any of Its
officers, directors, stockholders or part-
ners.

(b) Certification by subcontractor.
Where it is determined by the Commis-
sioner that an Identity of interest exists
between the mortgagor or any of its
officers, directors, stockholders or part-
ners and any subcontractor, material
supplier, or equipment lessor, the mort-

gagor may be required by the Commis-
sioner to submit a certification of actual
cost by such subcontractor, material
supplier, or equipment lessor, In a form
prescribed by the Commissioner, as to
all actual costs paid for labor, materials,
subcontracts and overhead exclusive of
any kickbacks, rebates, trade discounts,
or other similar payments to Vie general
contractor, the mortgagor, or any of R:,
officers, directors, stockholders or part-
ners. Where the use of a cost plus form
of contract is required by the Commis-
sioner, and it is determined by the Com-
missioner that an identity of interest
exists between the general contractor
and any subcontractor, material sup-
plier, or equipment lessor, the mortgagor
may be required by the Commissioner to
submit a certification of actual cost by
such subcontractor, material supplier, or
equipment lessor.
§ 231.12 Private mortgagor-nonprofit;

prepayment privilege and prepay-
ment charges.

In the case, of a private mortgagor-
nonprofit:

(a) Prepayment in full. The mort-
gage indebtedness may be prepaid in full
and the Commissioner's controls termi-
nated only upon the condition that the
Commissioner's prior consent is obtained
and upon such terms and conditions as
the Commissioner may prescribe.

(b) Partial prepayments. With the
prior written approval of the Commis-
sioner, partial prepayments may be
made for the purpose of reducing suc-
ceeding monthly payments of the re-
maining balance as recast over the re-
maining portion of the original mort-
gage term.

(a) Optional provision. The mort-
gage may, if required by the mortgagee,
contain a provision that, prior to ma-
turity, and with the approval of the
Commissioner, partial prepayments may
be made, after thirty days' written notice
to the mortgagee, on any principal pay-
ment date. If prepayments are made In
any calendar year in excess of 15 per-
cent of the original face amount of the
note, a reasonable charge on such excess
may be allowed as agreed upon between
the mortgagor and the mortgagee, except
that no charge may be made where the
prepayment is made by a guarantor pur-
suant to a guaranty agreement.
§ 231.13 Private mortgagor-profit pre-

payment privileges and prepayment
charges.

In the case of a private mortgagor-
profit:

(a) Prepayment privilege. The mort-
gage shall contain a provision permitting
the mortgagor to prepay the mortgage
in whole or in part upon any interest
payment date after giving to the mort-
gagee 30 days' notice in writing in ad-
vance of its intention to so prepay.

(b) Prepayment charge. The mort-
gage may contain a provision for such
additional charge in the event of pre-
payment of principal as may be agreed
upon between the mortgagor and mort-
gagee. However, the mortgagor shall

ba permitted to prepay up to 15 percent
of the original principal amount of the
mortgage In any one calendar year with-
out any such additional charge. Any
reduction in the original principal
amount of the mortgage resulting from
the certification of cost requirements of
this part shall not be construed as a pre-
payment of the mortgage.
§ 231.14 Late charge.

The mortgage may provide for the
collection by the mortgagee of a late
charge, not to exceed 2 cents for eaoh
dollar of each payment to Interest or
principal more than 15 days In arrears,
to cover the expense Involved in handling
delinquent payments. Late charge. shall
be separately charged to and collected
from the mortgagor and shall not be de-
ducted from any aggregate monthly
payment.

,Subpart B-Contract Rights and
Obligations

§ 231.251 Incorporation by reference.
(a) All of the provisions of Part 207,

Subpart B of this chapter covering mort-
gages insured under section 207 of the
National Housing Act apply to mort-
gages Insured under section 231 of such
Act.

(b) For the purposes of this subpart
all references in Part 207 of this chapter
to section 207 of the Act shall be con-
strued to refer to section 231 of the Act,
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Ai on-=: The provisions of this Part 232
Issued under sec. 211,52 Stat. 23, as amended,
sec. 232, 73 Stat. 663; 12 U.S.C. 1715b, 1716w.

Subpart A-Eligibility Requirements
DFM oss

§ 232.1 Definitions.

As used in this subpart, the following
terms shall have the meaning indicated.
(a) "Commissioner" means the Fed-

eral Housing Commissioner or his au-
thorized representatives.

RULES AND REGULATIONS

(b) "Act" means the National Housing
Act, as amended.

(c) 'Mortgagee" means the original
lender under a mortgage, and Its suc-
cessors and assigns, and includes the
holders of credit instruments Issued
under a trust indenture, mortgage or
deed of trust pursuant to which such
holders act by and through a trustee
therein named. The mortgagee shall
meet the eligibility qualifications and re-
quirements of §§ 203.1 to 203.4 and 203.6
to 203.9 of this chapter. 0

d) "Mortgagor" means the original
borrower under a mortgage and its suc-
cessors and assigns.

(e) "Mfortgage" means such a first lien
upon real estate'and other property as
is commonly given to secure advances
on, or the unpaid purchase price of, real
estate under the laws of the State, dis-
trict or territory In which the real esfate
is located, together with the credit In-
strument or Instruments, If any, secured
thereby.

(f) "Insured mortgage" mians a
mortgage insured by the endorsement
of the credit Instrument by the
Commissioner.

(g) "Maturity date" means the date
on which the mortgage indebtedness
would be extinguished if paid In accord-
ance with periodic payments provided
for in the mortgage.

(h) "State" includes the several
States, Puerto Rico, the District of
Columbia, Guam, the Trust Territory of
the Pacific Islands, and the Virgin Is-
lands.

(i) "Nursing home" means a propri-
etary facility or facility of a private non-
profit corporation or association, licenEed
or regulated by the State (or, If there is
no State law providing for such licensing
and regulation by the State, by the
municipality or other political subdivi-
sion In which the facility is located), for
the accommodation of convalescents or
other persons who are not acutely Ill and
not in need of hospital care but who
require sk lled nursing care and related
medical services, in which such nursing
care and medical services are prescribed
by, or are performed under the general
direction of, persons licensed to provide
such care or services In accordance with
the laws of the State where the facility
is located.

(j) "Project" means a nursaing home
or intermediate care facility or combined
nursing home and intermediate care
facility which has been approved by the
Commissioner under the provisions of
this subpart.

k) "Intermediate care facility"
means :i proprietary facility or facility
of a private nonprofit corporation or as-
sociation licensed or regulated by the
State (or if there is no State law provid-
ing for such licensing and regulation by
the State, by the municipality or other
political subdivision in which the facil-
ity is located) for the accommodation of
persons who, because of incapacitating
infirmities, require minimum but con-
tinuous care but are not in need of con-
tinuous medical or nursing services.
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§ 232.3 Application.
An application for the issuance of

either a conditional or firm commitment
for insurance of a mortgage on a proj-
ect shall be submitted by an approved
mortgagee and by the sponsors of such
project throuah the local FHA office on
an approved FHA form. No application
sbhll he considered unless accompanied
by the exhibits called for by the form.
§ 232.6 Required certificates.

(a) Certiftcation by State agency.
Every application for insurance shall be
accompanied by a certificate executed by
a State agency for the State In which the
project Is or will be located, designated
In accordance with section 612(a) (1) of
the Public Health Service Act. Such
certificate blnll evidence that:

(1) There s need for the project.
(2) There are in force in the State

or other political subdivision of the State
in which the proposed project will be
located reasonable minimum standards
of licensure and methods of operation
for the project.

(b) Enforcement of State standards.
No mortgage shall be insured under this
subpart unless the Commissioner has
been furnished with acceptable assur-
ance from the appropriate State agency
that the prescribed standards of licen-
sure and operation will be applied and
enforced with respect to any project for
which mortgage insurance is provided.

F.s Arm CEmASs
§ 232.10 Application for conditional

commitment.
An application fee of $1.50 per thou-

sand dollars of the amount of the
mortgage applied for shall acompany
the application for a conditional
commitment.
§ 232.11 Application for firm commit-

ment.

An application for a firm commitment
shall be accompanied by the payment of
an application fee of $1.50 per thousand
dollars of the amount of the mortgage
applied for, is such fee has not been pre-
viously submitted. A commitment fee, in
an amount which, when added to the ap-
plicatlon fee, will aggregate $3 per thou-
sand dollars of the mortgage applied for,
shall also be submitetd with the applica-
tion for a firm commitment. The pay-
ment of a commitment fee Jall not be
required in connection with an insured
mortgage involving the sale by the gov-
ernment of housing or property acquired,
held or constructed pursuant to the-
Atomic Energy Community Act of 1955,
as provided in § 207.31(b) (4) of this
chapter.
§ 232.12 Inspection fee.

The firm commitment may provide for
the payment of an inspection fee In an
amount not to exceed $5 per thousand
dollars of the commitment. If an inspec-
tion fee is required, It sall-be paid as
follows:
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(a) If the case involves the insurance
of advances, it shall be paid at the time
of initial endorsement.

(b) If the case Involves insurance
upon completion, it shall be paid prior
to the date construction is begun.
§ 232.13 Fees on increases.

(a) Increase in firm commitment prior
to endorsement. An application, filed
prior to initial endorsement (or prior to
endorsement in a case involving insur-
ance upon completion), for an increase
in the amount of an outstanding firm
commitment shall be accompanied by a
combined additional application and
commitment fee. This. combined addi-
tional fee shall be in an amount which
will aggregate $3 per thousand dollars
of the amount of the requested increase.
If an inspection fee was required in the
original commitment, an additional in-
spection fee shall be paid in an amount
computed at the same dollar rate per
thousand dollars of the amount of in-
crease in commitment as was used for
the inspection fee required in the orig-
inal commitment. When insurance of ad-
vances is involved, the additional inspec-
tion fee shall be paid at the time of
initial endorsement. When insurance
upon completion is involved, the addi-
tional inspection fee shall be paid prior
to the date construction is begun or if
construction has begun, it shall be paid
with the application for increase.

(b) Increase in mortgage between ini-
tial and final endorsement. Upon an ap-
plication, filed between initial and final
endorsement, for an increase in the
amount of the -mortgage, either by
amendment or by substitution of a new
mortgage, a combined additional appli-
cation and commitment fee shall accom-
pany the application. This combined
additional fee shall be in an amount
which will aggregate $3 per thousand
dollars of the amount of the increase re-
quested. If an inspection fee was required
in the original commitment, an addi-
tional inspection fee shall accompany
the application in an amount not to ex-
ceed $5 per thousand dollars of the
amount of the increase requested.

(c) Loan to cover operating losses. In
connection with a loan to cover operating
losses occurring during the first 2 years
following completion of the project, a
combined application and commitment
fee of $3 per thousand dollars of the
amount of the loan aplied for shall be
submitted with the application for the
commitment. No inspection fee shall be
required.

(d) Reopening. of expired commit-
ments. An expired conditional or firm
commitment may be reopened if a re-
quest for reopening is received by the
Commissioner within 90 days of the ex-
piration of the commitment. The reopen-
ing request shall be accompanied by a
fee of 50 cents per thousand dollars of
the amount of the expired commitment.
If the reopening request Is not received
by the Commissioner within the required
90-day period, a new application, accom-
panied by the required application and
commitment fee, must be submitted.

§ 232.13a Transfer fee.
Upon application for approval of a

transfer of physical assets or the substi-
tution of mortgagors, a transfer fee of
50 cents per thousand dollars shall be
paid on the original face amount of the
mortgage in all cases, except that a
transfer fee shall not be paid where both
parties to the transfer transaction are
nonprofit organizations.

§ 232.14 Refund of fees.
If the amount of the commitment Is-

sued or increase in mortgage granted Is
less than the amount applied for, the
Commissioner shall refund the excess
amount of the application and commit-
ment fees submitted by the applicant. If
an application is rejected before it is
assigned for processing, or in such other
instances as the Commissioner may de-
termine, the entire application and com-
mitment fees or any portion thereof may
be returned to the applicant. Commit-
ment, inspection and reopening fees may
be refunded, in whole or in part, if it is
determined by the Commisioner that
there is a lack of need for the housing or
that the construction or financing of the
project has been prevented because of
condemnation procedings or other legal
action taken by a governmental body or
public agency, or in such other instances
as the Commissioner may determine. A
transfer fee may be refunded only in
such instances as the Commissioner may
determine.

§ 232.15 Maximum fees and charges by
mortgagee.

The mortgagee may collect from the
mortgagor the amount of the fees pro-
vided for In this subpart. The mort-
gagee may also collect from the mort-
gagor an initial service charge In an
amount not to exceed 2 percent of the
original principal amount of the mort-
gage, to reimburse the mortgagee for the
cost of closing the transaction. Any
additional charges or fees collected from
the mortgagor shall be subject to prior
approval of the Commissioner.

ELIGIBLE MORTGAGORS

§ 232.20 Eligible mortgagors.
All mortgagors shall be approved by

the Commissioner and shall possess the
legal powers necessary and incidental to
operating the project, unless a mortgagor
leases the property or project to a quali-
fied operator, in which case the lessee
shall be approved by the Commissioner
and shall possess the legal powers neces-
sary and incidental to operating the
project.

ELIGIBLE MORTGAGES
§ 232.25 Mortgage forms.

(a) Approval of forms. The mortgage
shall be executed upon a form approved
by the Commissioner for use in the Juris-
diction where the project is located.

(b) Changes in form. No changes in
the approved form shall be made without
the prior written approval of the
Commissioner.

§ 232.25a Eligibility of property.
A mortgage to be eligible for insurance

shall be on real estate held:
(a) In fee simple; or
(b) On the interest of the lessee under

a lease for not less than ninety-nine
years which is renewable, or

(c) Under a lease having a period of
not less than iffy-five years to run from
the date the mortgage Is executed.
§ 232.26 Mortgage lien.

The mortgagor shall certify at the
final endorsement of the mortgage for
insurance as to each of the following:

(a) That the mortgage is a first lien
upon and covers the entire project, in-
cluding the equipment financed with
mortgage proceeds.

(b) That the property upon which the
Improvements have been made or con-
structed, and the equipment financed
with mortagage proceeds, are free and
clear of all liens other than the insured
mortgage and such other liens as may
be approved by the Commissioner.

(c) That the certificate sets forth all
unpaid obligations in connection with
the mortgage transaction, the purchase
of the mortgaged property, the construc-
tion or rehabilitation of the project or
the purchase of the equipment financed
with mortgage proceeds.
§ 232.27 Maximum mortgage maturity.

The mortgage shall have a maturity
not to exceed 20 years from the begin-
ning of amortization and shall contain
amortization or sinking-fund provisiona
satisfactory to the Commissioner.
§ 232.28 Payment requirements.

(a) Method of payment. The mort.
gage shall provide for payments on the
first day of each month on account of
Interest and principal in accordance with
an amortization plan as agreed upon by
the mortgagor, the mortgagee and the
Commissioner.

(b) Date of first payment to principal.
The Commissioner shall estimate the
date of the first payment to principal so.
that the lapse of time between comple-
tion of the project and commencement
of amortizaton will not be longer than
necessary to obtain a sustaining level of
operation.
§ 232.29 Mlaximum intere.;t rate.

(a) The mortgage shall bear interest
at the rate agreed upon by the mortgagee
and the mortgagor, which rate shall not
exceed 7 percent, except that where a
letter inviting submission of an applica-
tion for commitment was issued by the
Secretary before February 18, 1071, or
an application for commitment was re-
ceived by the Secretary before Febru-
ary 18, 1971, the mortgage may bear In-
terest at the maximum rate in effect at
the time of issuance of the letter or re-
ceipt of the application.

(b) Interest shall be payable in
monthly installments on the principal
amount of the mortgage outstanding on
the due date of each installment.
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§ 232.30 1aximum mortgage amounts.

The mortgage shall involve a principal
obligation not in excess of the lesser of
the following:

(a) Dollar amount limitation.
$12,500,000; or
(b) Loan-to-value limitation. 90 per-

cent.of the Commissioner's estimate of
the value of the property or project, in-
cluding equipment to be used in its oper-
ation, when the proposed improvements
are completed and the equipment is
installed.
§ 232.31 Increased mortgage amounts.

If the Commissioner finds that because
of high costs in Alaska, Guam, or Hawaii
it is not feasible to construct a project
without the sacrifice of sound standards
of construction, design, and livability
within the limitations of maximum
mortgage amounts provided in this part,
the principal obligation of mortgages
may be increased in such amounts as
may be necessary to compensate for such
costs, but not to exceed in any event the
maximum, including high cost area in-
creases, if any, otherwise applicable by
more than one-half thereof.
§ 232.31a Loans to cover two year oper-

ating loss. _-

(a) Operating l o s s determination.
When the Commissioner determines that
an operating loss has occurred during
the first 2 years following completion
of the project, he may, in his discretion,
accept for insurance under this part, a
loan to cover such loss. For the pur-
poses of this section, an operating loss
shall occur when the Commissioner de-
termines that the total of the taxes, in-
terest on the mortgage debt, mortgage in-
surance premiums, hazard insurance
premiums, and the expense of mainte-
nance and operation of the project (ex-
cluding depreciation) exceeds the proj-
ect income.

(b) Security intrument. The loan
shall be secured by an instrument in a
form approved by the Commissioner for
use in the jurisdiction in which the proj-
ectis located.

(a) Maximum interest rate. The loan
may bear interest at such rate as may be
agreed upon by the mortgagee and the
mortgagor, but in no case shall such rate
exceed the rate in effect under § 232.29
on the date the commitment is issued.
Interest shall be payable in monthly in-
stallments on the principal then out-
standing.
(d) Maturity. The loan shall be lim-

ited to a term not exceeding the imex-
pired term of the original mortgage.
§ 232.32 Adjusted mortgage amount-

rehabilitation projects.

In addition to the limitations of
§ 237.30, a mortgage having a principal
amount computed in compliance with
the applicable provisions of this subpart,
and which involves a project to be re-
paired or rehabilitated, shall be subject
to the following additional limitations:

(a) Property held in fee. If the mort-
gagor is the fee simple owner of the proj-
ect, the maximum mortgage amount

shall not exceed 100 percent of the Com-
missioner's estimate of the cost of the
proposed repairs or rehabilitation; or

(b) Property subject to existing mort-
gage. If the mortgagor owns the project
subject to an outstanding indebtedness,
which is to be refinanced with part of
the Insured mortgage, the maximum
mortgage amount shall not exceed: (1)
The Commissioner's estimate of the cost
of the repair or rehabilitation; plus (2)
such portion of the outstanding Indebt-
edness as does not exceed 90 percent of
the Commissioner's estimate of the fair
market value of such land and Improve-
ments prior to the repair or rehabilita-
tion; or

(c) Property to be acquired. If the
project is to be acquired by the mortga-
gor and the purchase price Is to be
financed with a part of the Insured
mortgage the maximum mortgage
amount shall not exceed 90 percent of:
(1) The Commissioner's estimate of the
cost of the repair or rehabilitation, and
(2) the actual purchase price of the land
and improvements, but not in excess of
the Commissioner's estimate of the fair
market value of such land and improve-
ments prior to the repair or rehabilita-
tion.
§ 232.33 Reduced mortgage amount-

Icaseholds.
In the event the mortgage Is on a

leasehold estate rather than on a fee
simple holding, the value or replacement
cost of the property on which the mort-
gage is based is the value or replace-
ment cost of the propeity in fee simple
reduced by an amount equal to the
capitalized value of the ground rent.
§ 232.34 Certificate of nondiscrinina.

tion by mortgagor.
The mortgagor shall certify to the

Commissioner as to each of the following
points:

(a) That neither it, nor anyone au-
thorized to act for it, will refuse to sell
or rent, after the making of q bona fide
offer, or refuse to negotiate for the sale
or rental -ef, or otherwise make unavail-
able or deny the property covered by the
mortgage to any person because of race,
color, religion, or national origin.

(b) That any restrictive covenant on
such property relating to race, color,
religion, or national origin is recognized
as being illegal and void and is hereby
specificially disclaimed.

c) That civil action for preventative
relief may be brought by the Attorney
General in any appropriate U.S. District
Court against any person responsible for
a violation of this certification.
§ 232.35 Accumulation of next pre-

mium.

(a) The mortgage shall provide for
payments by the mortgagor to the
mortgagee on each Interest payment
date of an amount sufficient to ac-
cumulate in the hands of the mortgagee
one payment period prior to Its due
date, the next annual mortgage insur-
ance premium payable by the mortgagee
to the Commissioner. Such payments

shall continue only so long as the con-
tract of Insurance ghall remain in effect.

(b) The mortgage shall provide for
such equal monthly payments by the
mortgagor to the mortgagee as will
amortize the ground rents, if any, and
the estimated amount of all taxes, water
rates and special assesents, If any, and
fr and other hazard Insurance pre-
miums, within a period ending one
month prior to the dates on which the
same become delinquent. The mortgage
shall further provide that such payments
shall be held by the mortgagee, for the
purpose of paying such ground rents,
taxes, water rates and assessments, and
Insurance premiums, before the same be-
come delinquent. The mortgage must
also make provision for adjustments, in
case the estimated amount of such taxes,
water rates and asses ents, and Insur-
ance premiums shall prove to be more,
or less, than the actual amount thereof
so paid by the mortgagor.

2 232.36 Application of payments.
(a) The mortgage shall provide that

all monthly payments to be made by the
mortgagor to the mortgagee shall be
added together and the aggregate
amount thereof shall be paid by the
mortgagor upon each monthly payment
date in a single payment. The mortga-
gee shall apply the same to the following
items in the order set forth:

(1) Premium charges under the con-
tract of insurance;

(2) Ground rents, taxes, special as-
sessments and fire and other hazard in-
surance premiums;

(3) Interest on the mortgage;
(4) Amortization of the principal of

the mortgage.
(b) Any deficiency in the amount of

any such aggregate monthly payment
shall constitute an event of default. The
mortgage shall further provide for a
grace period of 30 days, within which
time the default must be made good.
§ 232.37 Prepayment privilege and pre-

payment charges.
(a) Proprietary facilities. In the case

of a mortgagor operating a proprietary
facility, the following provisions shall be
applicable:

(1) Prepayment prhmlege. The mort-
gage shall contain a provision permitting
the mortgagor to prepay the mortgage
in whole or in part upon any interest
payment date after giving to the mort-
gagee 30 days' notice in writing n ad-
vance of Its intention to so prepay.

(2) Prepayment charge. The mort-
gage may contain a provision for such
additional charge in the event of pre-
payment of principal as may be agreed
upon between the mortgagor and the
mortgagee. The mortgagor shall-be per-
mitted to prepay up to 15 percent of the
original principal amount of the mort-
gage in any 1 calendar year without any
such additional charge. Any reduction in
the original principal amount of the
mortgage resulting from the certification
of cost requirements of this part shall
not be construed as a prepayment of the
mortgage.
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(b) Nonprofit facility. In the case of
a facility operated by a nonprofit corpo-
ration or association, the following pro-
visions shall be applicable:

(1) Prepayment in full. The mortgage
indebtedness may be prepaid in full and
the Commissioner's controls terminated
only upon the condition that the Com-
missioner's prior consent In obtained as
he may prescribe.

(2) Partial prepayments. With the
prior written approval of the Commis-
sioner, partial prepayments may be made
for the purpose of reducing succeeding
monthly payments of the remaining bal-
ance as recast over the remaining por-
tion of the original mortgage term.

(3) Optional provision. The mortgage
may, if required by the mortgagee, con-
tain a provision that prior to maturity
and with the approval of the Commis-
sioner partial prepayments may be made
after 30 days' written notice to the-mort-
gagee on any principal payment date. If
prepayments are made in any calendar
year in excess of 15 percent of the orig-
inal face amount of the note, a reason-
able charge on such excess may be
allowed as agreed upon between the
mortgagor and the mortgagee.
§ 232.38 Late charge.

The mortgage may provide for the col-
lection by the mortgagee of alate charge,
not to exceed 2 cents for each dollar of
each payment to interest or principal
more than 15 days in arrears, to cover
the expense involved in handling de-
linquent payments. Late charges shall
be separately charged to and collected
from the mortgagor and shall not be de-
ducted from any aggregate monthly
payment.
§ 232.39 Construction standards-mini-

mum number of beds.
The project shall conform to standards

satisfactory to the Commissioner and
consist of not less than 20 beds after
completion of the construction or re-
habilitation.
§ 232.40 Zoning, deed or building re-

i3trictions.
The project when constructed or re-

habilitated shall not violate any material
zoning or deed restrictions applicable to
the project site, and shall comply with
all applicable building and other govern-
mental regulations.
§ 232.41 Eligibility of miscellaneous

type mortgages.
A mortgage meeting the requirements

of § 207.31 of this chapter, as well as the
requirements of this subpart, shall be
eligible for insurance under this subpart.
§ 232.41a Eligibility of mortgages cover-

ing housing in certain neighbor.
hoods.

(a) A mortgage financing the repair,
rehabilitation, or construction of prop-
erty located in an older declining urban
area shall be eligible for insurance under
this subpart subject to compliance with
the additional requirements of this
section.

(b) The mortgage shall meet all of the
requirements of this subpart, except such
requirements (other than those relating
to labor standards and prevailing wages)
as are judged to be not applicable on the
basis of the following determinations to
be made by the Commissioner:

(1) That the conditions of the area in
which the property Is located prevent the
application of certain eligibility require-
ments of this subpart. ,

(2) That the area is reasonably viable,
and there is a need in the area for an
adequate nursing home or intermediate
care facility for persons of low and
moderate income.

(3) That under all of the special sur-
rounding circumstances, the mortgage
to be insured is an acceptable risk.

(c) Mortgages complying with the re-
quirements of this section shall be In-
sured under this subpart pursuant to sec-
tion 223(e) of the National Housing Act.
Such mortgages shall be insured under
and be the obligation of the Special Risk
Insurance Fund.
§ 232.42 Eligibility of refinanced mort-

gages.

A mortgage meeting the requirements
of § 207.32 of this chapter, as well as
the requirements of this subpart, shall
be eligible for Insurance under this
subpart.
§ 232.43 Issuance of bonds.secured by

trust indenture.
In the event that bonds or other obli-

gations are to be issued as a part of the
insured mortgage* transaction, the form
of bonds and the form of trust indenture
shall be subject to the approval of the
Commissioner, and shall be subject to
the following, conditions:

(a) The Trustee named In such trust
indenture shall be a banking institution
or trust company (authorized to act in a
fiduciary capacity and which is a mort-
gagee approved by the Commissioner);
and

(b) The Trustee shall be the holder
of record of the insured mortgage (rep-
resented by the trust indenture) and
shall be authorized to act on behalf of the
holders of such bonds or other obliga-
tions In all matters concerning the mort-
gage insurance contract; and

(c) The holders of the bonds shall look
solely to the Trustee for the benefits of
the contract of mortgage insurance and
the trust indenture shall expressly au-
thorize the Commissioner to make pay-
ment of any claim under such contract
to the Trustee, without liability or ac-
countability to the bondholders to see
to the application of the mortgage insur-
ance contract benefits; and

(d) The bonds or other obligations
shall be Issued only to holders meeting
the following qualifications:

(1) A mortgage approved by the
Commissioner;

(2) A pension or retirement fund or
a profit-sharing plan maintained and ad-
ministered by a corporation or by a gov-
ernmental agency or by a trustee or
trustees, which has lawful authority to

acquire the bonds or other obligations;
or

(3) A charitable or nonproflt organi-
zation.

SuPr'nvsroi o0r? MoTOAGOIIS

§ 232.45 Supervision by Commis3oner.
The Commissioner may regulate and

restrict the mortgagor as long as tho
Commissioner is the insurer, holder or
re-insurer of the mortgage. Such regu-
lation or restriction may be in the form
of a regulatory agreement, corporate
charter or such other means as the Com-
missioner approves.

COMUTIIT

§ 232.50 Commitment to insure.
,(a) Conditions of commitmcnt. Upon

approval of an application for insurance,
a commitment shall be issued by the
Commissioner setting forth the terms
and conditions upon which the mortgage
will be insured.

(b) Insurance of advances or utpon
completion. The commitment may pro-
vide for the insurance of advances of
mortgage money made during construc-
tion or may provide for Insurance of the
mortgage after completion of the Im-
provements.

(C) Term of commitment. (1) If the
commitment fee is paid as required, a
commitment shall have a term which
s determined as follows:

(i) A commitment to insure advances
shall be effective for a period of not more
than 180 days from the date of Issuanco.

(it) A commitment to insure upon
completion shall be effective for a des-
Ignated term within which the mort-
gagor is required to begin construction,
and if construction Is begun as required,
the commitment shall be effective for
such additional period, estimated by the
Commissioner, as will allow for comple-
tion of construction.

(2) The term of a commitment may
be extended In such manner as the Com-
missioner may, from time to time, pro-
scribe.

(3) If the payment of a commitment
fee is not received by the Commissioner
within 30 days after the date of issuance
of a commitment, the commitment chall
expire on the 30th day.

(d) Reopening of expired commit-
ments. An expired commitment may be
reopened if a request for reopening ts
received by the Commissioner within g0
days of the expiration of the commit-
ment. The reopening request shall be
accompanied by a fee of 50 cents per
thousand dollars of the amount of the
expired commitment. A commitment
which has expired because of failure to
pay the commitment fee may be re-
opened only upon payment of the com-
mitment fee and the reopening fee. If
the reopening request is not received by
the Commissioner within the required
90-day period, a new application, accom-

'panied by an application fee, must be
'submitted. If a commitment for an in-
creased amount has expired because of
failure to pay an additional commitment
fee based, on the amount of the increase,
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the reopening fee shall be computed on
the basis of the amount of the commit-
ment increase rather than on the amount
of the original commitment.

INSURANCE OF ADVANCES

§,232.55 Building loan agreement.
Prior to the initial endorsement of the

mortgage for insurance, the mortgagor
and the mortgagee shall execute a build-
ing loan agreement, approved by the
Commissioner, setting forth the terms
and conditions under which progress
payments may be advanced during con-
struction. To be covered by mortgage
insurance, each progress payment shall
be approved by the Commissioner.

§ 232.56 Assurance of completion.

(a) The mortgagor shall furnish as-
surance of completion of the project, in
the form of a personal indemnity agree-
ment, a surety company bond or bonds,
a cash escrow deposit, a letter of credit,
or an agreement controlling the disburse-
ment of construction funds coupled with
a guaranty of performance of the con-
struction contract, as required by the
Commissioner. The personal indemnity
agreement and the bonds shall be on
'forms approved by the Commissioner.
The surety company executing a bond
must be satisfactory to the Commis-
sioner. Where a cash escrow deposit
is used, it shall be established under
an agreement with the mortgagee or
with a depository satisfactory to the
mortgagee and the Comnmi sioner and
shall involve cash, or securities of, or
fully guaranteed as to principal and in-
terest by, the United States of America.
Where an agreement controlling the dis-
bursement of construction funds coupled
with a guaranty of performance of the
construction contract is used, the agree-
ment shall contain terms satisfactory to
the Commissioner. The types of assur-
ance to be furnished are as follows:

(1) 'Where the estimated cost of con-
struction or rehabilitation is $500,000 or
less, assurance will be accepted in the
form of s personal indemnity agreement
executed by the principal officers, direc-
tors, stockholders, or partners or individ-
uals operating as the general contractor.

(2) Where the estimated cost of con-
struction or rehabilitation is more than
$500,000 or where such cost is less than
$500,000 and a personal indemnity agree-
ment is not executed, assurance shall be
by a surety company bond or bonds, a
cash escrow deposit, a letter of credit, or
an agreement controlling the disburse-
ment of construction contract, the
amount of which shall be prescribed by
the Commissioner.

(b) The mortgagee may accept, in lieu
of a cash deposit required by paragraph
(a) of this section, an unconditional Ir-
revocable letter of credit issued to the
mortgagee by a banking institution. In
the event a demand under the letter of
credit is not immediately met, the mort-
gagee shall forthwith provide cash
equivalent to the undrawn balance there-
under.

SPECIAL REQUI RS
§ 232.60 Escrow for offsite utilities and

streets.

(a) The Commissioner shall require
assurance of completion of offslte public
utilities and streets in all cases, except
where a municipality or other public
body has by agreement (acceptable to
the Commissioner) agreed to install such
utilities and streets without cost to the
mortgagor. Where such assurance is re-
quired, it shall be either in the form of
a cash escrow deposit or the retention
of a specified amount of mortgage pro-
ceeds by the mortgagee. If a cash escrow
is used, it shall be deposited with the
mortgagee or with an acceptable trustee
or escrow agent designated by the mort-
gagee. If mortgage proceeds are used, the
mortgagee shall retain under terms ap-
proved by the Commissioner, rather than
disburse at the initial closing of the mort-
gage, a portion of the mortgage proceeds
allocated to land in the project analysis.
As additional assurance, the Commis-
sioner may also require a surety com-
pany bond or bonds.

(b) The mortgagee may accept, in lieu
of a cash deposit required by paragraph
(a) of this section, an unconditional ir-
revocable letter ,of credit Issued to the
mortgagee by a banking institution. In
the event a demand under the letter of
credit is not immediately met, the mort-
gagee shall forthwith provide cash equiv-
alent to the undrawn balance thereunder
§ 232.61 Equity requirements.

(a) Funds and finances-in general.
The mortgagor shall establish to the
Commissioner's satisfaction that, in ad-
dition to the proceeds of the insured
mortgage, the mortgagor has adequate
funds to meet the expenses of the project
(including the cost of equipment and
supplies not to be purchased with mort-
gage proceeds) for such period as the
Commissioner estimates as necessary to
establish a sustaining level of operation.

(b) Funds and i7nances-in.surec ad-
vances. If the commitment provides for
insurance of advances during construc-
tion, in addition to meeting the require-
ments of paragraph (a) of this section,
the mortgagor shall meet the following
requirements:

(1) Where the mortgagor Is other than
a private nonprofit corporation or asso-
ciation, It shall deposit with the mort-
gagee prior to Initial endorsement, an
amount determined by the Commissioner
to be sufficient to meet during the course
of construction, the payments to accruals
required by the terms of the mortgage,
for taxes, mortgage insurance premiums,
hazard insurance premiums and asse-
ments required by the terms of the
mortgage.

(2) Prior to Initial endorsement, the
mortgagor shall deposit with the mort-
gagee cash deemed by the Commissioner
to be sufficient, when added to the pro-
ceeds of the insured mortgage, to asure
completion of the project and to pay
the initial service charge, the carrying
charges, and the legal and organization

expenses incident to the creation of the
project. Such funds shal be held by
the mortgagee under an appropriate
agreement approved by the Commis-
sioner which will require all such funds
to be disbursed for work and material
on the physical improvements, and for
other charges and xpmenses to be paid
when due, prior to the advance of any
mortgage money.

(3) All fees and charges to be paid
by the mortgagor In connection with
financing which are In excess of the
initial service charge and which have
been approved by the Commlssioner,
shall be deposited with the mortgagee in
cash, prior to Initial endorsement, un-
lems other arrangements acceptable to
the Commlsoner are made.

(c) Deposit and use of funds. Unless
other arrangements acceptable to the
Commi-s oner are made, the funds re-
ferred to in paragraphs (a) and (b) of
this section shall be deposited with and
held by the mortgagee in a special ac-
count or by an acceptable depository
designated by the mortgagee under -an
appropriate agreement approved by the
Commissoner.

(d) Letter of credit. The mortgagee
may accept, in lieu of a cash deposit
required by paragraphs (a), (b) (1) and
(b) (3), an unconditional irrevocable
letter of credit Isued to the mortgagee
by a banking institution. In the event
a demand under the letter of credit I-
not immediately met, the mortgagee
shall forthwith provide cash equivalent
to the undrawn balance thereunder.
§ 232.62 Advance amortization require-

maents.
(a) If prior to the beginning of amort-

iation net income, as defined by the
Commissioner, is received as a result of
the operation of the project, such net
income, to the extent determined by
the Commls-ioner, Shall be applie.d in
one or more of the following ways:

(1) To advance amortization.
(2) To offset the cost of approved

capital improvements.
(3) To be deposited In the reserve

fund for replacement and to be held as
a reserve in addition to the monthly
deposits required by the regulatory
agreement. In addition to being appli-
cable to commitments Issued on or after
December 3, 1963, the provisions of this
subparagraph shall be applicable to com-
mitments outstanding on such date
where the mortgage has not received
final endorsement.

(b) The provisions of paragraph (a)
of this section shall not be applicable to
a mortgagor that is a private nonprofit
corporation or asociation.

PnEvAiaL WAGE REIELIrs
§ 232.70 Labor standards.

Any contract, Subcontract, or building
loan agreement executed for the per-
formance of construction of the project
shall comply with all applicable stand-
ards and provisions of the regulations of
the Secretary of Labor issued =y 9,
1951, 29 CPR 5.1-5.12 (16 P.R. 4430).
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§ 232.71 Ineligible contractors.
No construction contract shall be en-

tered into with a general contractor or
any subcontractor if such contractor or
any subcontractor or any firm, corpora-
tion, partnership or association n which
such contractor or subcontractor has a
substantial interest is included on the
ineligible list of contractors or subcon-
tractors established by the Commissioner
or by the Comptroller General pursuant
to the Regulations of the Secretary of
Labor (29 CFR 5.6(b)).-
g 232.72 Ineligible advances.

Unless approved by the Commissioner,
no advance under the mortgage shall be
eligible for insurance after notification
from the Commissioner that the gen-
eral contractor or any subcontractor. or
any firm, corporation, partnership or as-
sociation in which such contractor or
subcontractor has a substantial Interest
was, on the date the contract or subcon-
tract was executed on the ineligible list,
established by the Commissioner or by
the Comptroller General pursuant to the
provisions of the Regulations of the Sec-
retary of Labor (29 CFR 5.6(b)).
§ 232.73 Wage certificate.

No advance under the mortgage shall
be eligible for insurance unless there is
filed with the application for such ad-
vance a certificate as required by the
Commissioner, certifying that the la-
borers and mechanics employed in the
construction of the project involved have
been paid not less than the wages pre-
vailing In the locality in which the work
was performed for the corresponding
classes of laborers and mechanics em-
ployed on construction of a similar char-
acter, as determined by the Secretary
of Labor prior to the beginning of con-
struction and after the date of filing
of the application for insurance.
§ 232.74 Discrimination prohibited.

Any contract or subcontract executed
for the performance of construction of
the project shall contain a provision that
there shall be no discrimination against
any employee, or applicant for employ-
ment because of race, color, creed, or na-
tional origin. Where the mortgagor is
the general contractor, the building loan
agreement shall contain the above pro-
visions.

COST CERTIICATION REQUREIENTS
§ 232.80 Certification of cost require-

ments.
(a) Prior to initial endorsement of

the mortgage for insurance, the mort-
gagor, the mortgagee and the Commis-
stoner shall enter into an agreement
approved by the Commissioner for the
purpose of precluding any excess of
mortgage proceeds over 90 percent of the
actual cost of the project. Under this
agreement the mortgagor shall agree to:

(1) Disclose its relationship with the
builder, Jncluding any collateral agree-
ment, and with subcontractors and sup-
pliers;

(2) Enter into a construction contract
in a form meeting the requirements of
§ 232.81;

(3) Execute a certificate of actual
costs upon completion of the improve-
ments; and

(4) Apply any excess of mortgage
proceeds over 90 percent of the actual
cost to reduction of the outstanding
balance of the principal of the mortgage.

(b) The provisions of paragraphs (a)
(1) and (2) of this section shall not
apply where the mortgagor is the general
contractor.
§ 232.81 Form of contract.

(a) In general. The contract between
the mortgagor and the general con-
tractor shall be in the form of either a
lump sum contract or a cost plus con-
tract. The lump sum contract shall
provide for the payment of a specified
ainount. The cost plus contract shall
provide for the payment of the actual
cost of construction, not to exceed an
upset price, and may include a provision
for an additional payment to the builder
of a fee in an amount allowed by the
Commissioner.

(b) Lump sum contract. A lump sum
contract may be used where it is estab-
lished to the satisfaction of the Com-
missioner that no identity of interest
exists between the mortgagor or any of
its officers, directors, stockholders or
partners and the general contractor, and
where the mortgage is executed by a
mortgagor established to operate a pro-
prietary project.

(c) Cost plus contract. A cost plus
contract shall be used in each of the
following instances:

(1) Where it is determined by the
Commissioner that an identity of inter-
est exists between the mortgagor or any
of its officers, directors, stockholders or
partners and the general contractor.

(2) Where the mortgage is executed
by a mortgagor established to operate
a private nonprofit project, unless it is
established to the Commissioner's satis-
faction that a cost plus form of contract
is not required to protect his interests
and the interests of the mortgagor, in
which case a lump sum form of contract
may be used.

(d) Hill-Burton 'projects. Where the
mortgagor is to receive a Hill-Burton
grant in connection with the develop-
ment of the project, a lump sum con-
tract may be used regardless of whether
a cost plus form of contract would other-
wise be required by the provisions of
paragraph (c) of this section.
§ 232.82 Certificate as to subcontracts.

If the Commissioner determines that
the mortgagor, its officers, directors or
stockholders have any interest, financial
or otherwise, in any subcontractor or
material supplier, the mortgagor shall
certify in form prescribed by the Com-
missioner prior to final endorsement of
the mortgage for insurance that the
amounts paid to such subcontractor or
material supplier were not more than
the rate prevailing in the locality for
similar type labor and materials.

§ 232.83 Lump sum contract- ertifica.
tlion of actual cost.

The mortgagor's certificate of actual
cost, in a form prescribed by the Com-
missioner, shall be submitted upon com-
pletion of the physical Improvements to
the satisfaction of the Commissioner and
prior to final endorsement. The certifi-
cate shall show the actual cost to the
mortgagor, after deduction of any kick-
backs, rebates, trade discounts, or other
similar payments to the mortgagor, or to
any of Its officers, directors, stockholders,
or partners, of:

(a) The construction contract, where
the mortgagor and the general contrac-
tor are separate entities, or the construc-
tion of the project where the mortgagor
Is the general contractor and there is no
such contract. In the case of a lump
sum contract, the amount shown In the
certificate shall include all payments
under the contract;

(b) Architect's fee;
(c) Off-site public utilities and streets

not included in the general contract;
(d) Organizational and legal work;

and
(e) Other items of expense approved

by the Commissioner.
§ 232.84 Fixed fee contract-additional

certification.
'When the work has been completed

under a fixed fee contract or by a mort-
gagor who is also the general contractor,
the mortgagor's certification shall also
show:

(a) Such allocations of general over-
head Items as are acceptable to the Com-
missioner; and

(b) A reasonable allowance for the
builder's profit as established by the
Commissioner.
§ 232.85 Contractor's certification.

(a) Certification by general con-
tractor. Where a cost plus form of con-
tract is used, the mortgagor shall submit
along with its certification of actual cost
a certification of the general contractor,
In a form prescribed by the Commis-
sioner, as to all actual costs paid for la-
bor, materials and subcontract work
under the general contract exclusive of
the builder's fee and any ickbalcks, re-
bates, trade discounts, or other similar
payments to the general contractor, the
mortgagor, or any of Its officers, direc-
tors, stockholders or partners.

(b) Certiftcation by subcontractor.
Where It is determined by the Commis-
sioner that an Identity of Interest existi
between the mortgagor or any of Its offi-
cers, directors, stockholders or partners,
and any subcontractor, material supplier,
or equipment lessor, the mortgagor may
be required by the Commissioner to sub-
mit a certification of actual cost by such
subcontractor, material supplier, or
equipment lessor, In a form prescribed
by the Commissioner, as to all actual
cost s paid for labor, materials, subcon-
tracts and overhead exclusive of any
kickbacks, rebates, trade discounts, or
other similar payments to the general
contractor, the mortgagor, or any of its
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officers, directors, stockholders or part-
ners. Where the use of a cost plus form
of contract is required by the Commis-
sioner, and it is determined by the Com-
missioner that an identity of interest
exists between the general contractor
and any subcontractor, material sup-
plier, or equipment lessor, the mortgagor
may be required by the Commissioner to
submit a certification of actual cost by
such subcontractor, material supplier,
or equipment lessor.
§ 232.86 Records.

The mortgagor shall keep and maintain
adequate records of all costs of any con-
struction or other cost items not rep-
resenting work under the general con-
tract and shall require the builder to
keep similar records and, upon request
by the Commissioner, shall make avail-
able for examination such records in-
cluding any collateral agreements.
§ 232.87 Certificate of public account-

ant.
The certificates of actual cost shall be

supported by a certificate as to accuracy
by an independent Certified Public Ac-
countant or independent public account-
ant, which shall include a statement
that the accounts, records and support-
ing documents have been examined in
accordance with generally accepted au-
diting standards to the extent deemed
necessary to verify the actual costs.
§ 232.88 Value of land.

Upon receipt of the mortgagor's cer-
tification of' actual cost, there shall be
added to the total amount thereof the
Commissioner's estimate of the fair mar-
ket value of any land included in the
mortgage security and owned by the
mortgagor in fee such value being prior
to the construction of the improvements.
In the event the land Is held under a
leasehold or other interest less than a
fee, the cost, of acquiring the leasehold
or other interest shall be considered an
allowable expense which may be added
to actual cost. In no event shall such
cost be in excess of the fair market value
of such leasehold or other interest exclu-
sive of proposed improvements.
§ 232.89 Reduction in mortgage amount.

If the principal obligation of the mort-
gage exceeds 90 percent of the total
amount as shown by the certificate of
actual cost plus the value of the land
(the cost shown by the certificate of
actual cost In rehabilitation cases),
the mortgage shall be reduced by the
amount of such excess prior to final en-
dorsement for insurance.
§ 232.90 Rehabilitation projects.

In the event the mortgage is to finance
repair or rehabilitation, the mortgagor'es
actual cost of such repair or rehabilta-
tion may include the items of expense
permitted by new construction in accord-
ance with this part and the applicable
cost certification procedure described
therein will be required; provided such
mortgage shall be subject to the follow-
Ing limitations:

(a) .Property JwZd in fee. If no part
of the proceeds Is to be used to finance
the purchase of the land or structures
involved, the mortgage shall be reduced
to an amount not to exceed 10 percent
of the approved cost of the completed
repair or rehabilitation.

(b) Property mbJect to exsting mort-
gage. If the insured mortgage is to in-
clude the cost of refinancing an existing
mortgage acceptable to the Commis-
sioner, the amount of the existing mort-
gage or 90 percent of the Commissioner's
estimate of the fair market value of the
land and existing improvements prior
to repair or rehabilitation, whichever is
the lesser, shall be added to the actual
cost of the repair or rehabilitation. If
the principal obligation of the Insured
mortgage exceeds the total amount thus
obtained, the mortgage shall be reduced
by the amount of such excess, prior to
final endorsement for insurance.

(c) Property to be acquired. If the
mortgage is to include the cost of land
and improvements, and the purchase
price thereof is to be financed with part
of the mortgage proceeds, the purchaze
price or the Commissioner's estimate of
the fair market value of land and exist-
ing improvements prior to repair or
rehabilitation, whichever Is the lese,
shall be added to the actual cost of the
repair or rehabilitation. If the principal
obligation of the insured mortgage ex-
ceeds the applicable 90 percent of the
total amount thus obtained, the mort-
gage shall be reduced by the amount of
such excess prior to final endorsement
for insurance.
§232.90a Reinsurance of Cornmis.

sioner-lield mortgages.
The Commissioner may insure under

this part, without regard to any limi-
tation upon eligibility contained in this
subpart, any mortgage asbigned to him
in connection with payment under a
contract of mortgage insurance, or ex-
ecuted In connection with a sWle by him
of any property acquired under any sec-
tion or title of the Act.
§ 232.91 Effects of agreement.

Any agreement, undertaking, state-
ment or certification required In con-
nection with cost certification shall spe-
cifically state that It has been made,
presented, and delivered for the purpose
of influencing an official action of the
Commissioner and may be relied upon
as a true statement of the facts con-
tained therein.
§ 232.92 Cost certification incontestable.
I Upon the Comimissloner's approval of
the mortgagor's certification, such cer-
tification shall be final and incontest-
able except for fraud or material mis-
representation on the part of the
mortgagor.

§ 232.93 Eiibility of title.
In order for the mortgaged property

to be eligible for insurance, the Commis-
sioner shall determine that marketable
title thereto is vested in the mortgagor

I
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as of the date the mortgage Is fied %o:
record. Tne title evidence shall be ez-
amnned by the CommLssioner and the
original endorsement of the credit In-
strument for insurance shall be evidence
of Its acceptability.
§ 232.9-S Tide evidence.

Upon insurance of the mortgage, the
mortgagee shall furnish to the Com-
missoner a survey of the mortgaged
property, satisfactory to him, and a
policy of title Insurance covering such
property, as provided In paragraph (a)
of this section. If, for reasons the Com-
missioner deems satisfactory, title in-
surance cannot be furnished, the mort-
gagee shall furnish such evidence of
title in accordance with paragraph (b),
(c), or d) of this section, as the Com-
misloner may require. Any survey, pol-
icy of title insurance, or evidence of title
required under this section sball be fur-
nished without expense to the Commis-
stoner. The types of title evidence are:

(a) A policy of title insurance issued
by a company and in a form satisfactory
to the Commissioner. The policy shall
name as the Insureds the mortgagee and
the Secretary of Housing and Urban
Development, as their respective inter-
ests may appear. The policy shall pro-
vide that upon acquisition of title by
the mortgagee or the Secretary, it will
become an owner's policy running to
the mortgagee or the Secretary, as the
casemaybe.

(b) An abstract of title satisfactory to
the Commissioner, prepared by an ab-
stract company or individual engaged In
the business of preparing abstracts of
title, accompanied by a legal opinion
satisfactory to the Commlsioner, as to
the quality of such title, signed by an
attorney at law experienced In the exam-
ination of titles.

(c) A Torrens or similar title certifi-
cate.

(d) Evidence of title conforming to
the standards of a supervising branch
of the Government of the United States
of America, or of any State or Territory
thereof.

M=.rso.zr o-, Tnm
§ 232.96 Actions by Commissioner.

'Where the mortgagee has failed to
take action within the period of time re-
quired In order to prevent the expiration
of a commitment or In order to reopen
an expired commitment, the Commns-
sioner may extend such period and may
retroactively reinstate or reopen such
commitment.
§ 232.249 Effectof amendments.

The regulations In this subpart may
be amended by the Commissioner at any
time and from time to time, in whole
or In part, but such amendment shall not
adversely affect the interests of a mort-
gagee or lender under the contracd of
insurance on any mortgage or loan al-
ready Insured and shall not adversely
affect the interests of a mortgagee or
lender on any mortgage or loan to be
Insured on which the Commissioner has
made a commitment to Insure.
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Subpart B-Confract Rights and
Obligations

§ 232.251 Incorporation by reference.
(a) All of the provisions of Part 207,

Subpart B of this chapter covering
mortgages insured under section 207 of
the National Housing Act apply to mort-
gages on projects insured under section
232 of such Act.

(b) For the purposes of this subpart all
references in Part 207 of this chapter to
section 207 of the Act shall be construed
to refer to section 232 of the Act.

§ 232.252 Definitions.
All of the definitions contained In

232.1 shall apply to this subpart. In ad-
dition, as used in this part, the following
term shall have the meaning indicated:

(a) "Contract of insurance" means
the agreement evidenced by the Commis-
sioner's insurance endorsement and in-
cludes the provisions of this subpart and
of the Act.

PART 233-EXPERIMENTAL HOUSING
MORTGAGE INSURANCE

Subpart A-Eligibility Requiremens-Homds
Sec.
233.1
233.5
233.15
233.30

Scope of subpart.
Incorporation by reference.
Eligible property requirements.
Agreements, covenants and ease-

ments.

Subpart B-Contract Rights and Obligations-
Homes

233.251 Incorporation by reference.
233.253 Application for insurance benefits

and accompanying fiscal data.
233.275 Method of paying Insurance bene-

fits.

Subpart C-Assistance Payments
233.401 Incorporation by reference.

Subpart D-Eligibility Requirements--Projects
233.501 Scope of subpart.
233.505 Incorporation by reference.
233.510 Eligible projects.
233.515 Agreements, covenants and ease-

ments.
Subpart E-Contract Rights and Obligations-

Projects
233.761 Incorporation by reference.
233.760 Payment of insurance benefits.

Subpart F-Assistance and Interest Reduction
Payments

233.900 IncOrporation by reference.
AuTsoarr: The provisions of this Part 233

Issued under sec. 211, 52 Stat. 23, as amend-
ed; sec. 233, 75 Stat. 158. as amended; 12
U.S.C. 1715b, 1715x.

Subpart A-Eligibility Require-
ments-Homes

§ 233.1 Scope of subpart.
Mortgages and loans financing con-

struction or -rehabilltation of one: to
four-family dwellings (or one- to eleven-
family dwellings in the ease of mortgages
or loans meeting the requirements of sec-
tion 220 of the Act) and which involve
the utilization and testing-of advanced
technology in housing design, material or
construction or experimental property

RULES AND REGULATIONS

standards for neighborhood design, may
be insured under section 233 of the Act.
To be eligible, a mortgage or loan shall
also meet the requirements of the appli-
cable home mortgage or home improve-
ment loan program under section 203,
213, 220, 221 or 234 of the Act.
§ 233.5 Incorporation by reference.

(a) To be eligible for insurance under
this subpart, a mortgage or home im-
provement loan shall meet the eligibility
requirements for insurance under § 203.1
et seq. (Part 203, Subpart A) ; § 213.501
et seq. (Part 213, Subpart C); § 220.1
et seq. (Part 220, Subpart A); § 221.1 et
seq. (Part 221, Subpart A); § 234.1 et
seq. (Part 234, Subpart A); § 235.1 et
seq. (Part 235, Subpart A); § 237.1 et
seq. (Part 237, Subpart A); or § 809.1
et seq. (Part 809, Subpart A) of this
chapter, except that:

(1) The prescribed tests of economic
soundness or acceptable risk shall not be
applicable.

(2) In lieu of establishing mortgage
limits upon the basis of a percentage of
the Commissioner's estimate of appraised
value, or replacement cost, or cost of
repair and rehabilitation, as required by
the applicable section under which the
mortgage or loan would otherwise be
eligible, the mortgage limits shall be
determined by applying the percentage
prescribed by the pertinent section to the
following:

(i) In cases Involving new construc-
tion, such percentage shall be applied
to the Commissioner's estimate of the
cost of replacing the property using
comparable conventional design, mate-
rials, and construction, or of using
advanced housing technology or experi-
mental property standards, whichever Is
the lesser.

(ll) In cases involving repair and
rehabilitation, such percentage shall be
applied to the sum of:

(a) The Commissioner's estimate of
the value of the property before repair
and rehabilitation; plus

(b) The lesser of either the Commis-
sioner's estimate of the cost of replacing
the improvements using comparable con-
ventional design, materils, and con-
struction, or of using advanced housing
technology or experimental property
standards.

(3) The limitations upon maximum
mortgage amount in a case involving a
nonoccupant owner shall not be appli-
cable.

(4) In cases involving home Improve-
ment loans, instead of establishing
mbrtgage limits upon the basis of the
Commissioner's estimate of the cost of
such improvements, the limits shall be
determined on the basis of the Commis-
sioner's estimate of the cost of replacing
the improvements using comparable
conventional design, materials, and con-
struction, or of using advanced housing
technology or experimental property
standards, whichever is the lesser.

'(b) For the purposes of this subpart,
all references in Parts 203, 213, 220, 221,
234, 235, 237, and 809 of this chapter to

sections 203, 213, 220, 221, 234, 235, 237,
and 809 of the National Housing Act
shall be construed to refer to section
233 of the Act.
§ 233.15 Eligible properly requrementu.

To be eligible for insurance:
(a) The mortgage or home improve-

ment loan shall relate to property in-
volving the utilization and testing of ad-
vanced technology In housing design,
material, or construction, or experi-
mental property standards for neighbor-
hood design.

(b) The Commissioner shall make
determinations as follows:

(1) That the property Is an acceptable
risk, giving consideration to the need
for testing advanced housing technology
or experimental property standards.

(2) That the utilization and testing of
the advanced technology or experimen-
tal property standards involved will pro-
vide data or experience which the Com-
missioner deems to be significant in
reducing housing costs or improving
housing standards, quality, livability, or
durability or Improving neighborhood
design.

(c) The dwelling shall be approved for
insurance by the Commissioner prior to
the beginning of construction or repair,
rehabilitation or improvement.
§ 233.30 Agreements, covenants and

casements.
Prior to insurance, the mortgagor or

borrower shall execute such agreements,
covenants and easements running with
the land as the Commissioner shall de-
termine are necessary to permit the
Commissioner to make Inspections and
technical observations of the experimen-
tal features of the project.

Subpart B-Contract lights and
Obligations-Homos

§ 238.251 Incorporation by reference.
(a) Mortgages and home improvement

loans insured under the experimental
home mortgage insurance program shall
be governed by the provisions of the reg-
ulations covering contract righto and
obligations, as they respectively relate to
th& several mortgage or home improve-
ment loan programs set forth in § 233.1
of this part, except that provisions of
the foregoing regulations concerning
mutuality of an insurance fund shall not
apply.

(b) For the purpose of this subpart,
all of the references in § 203.251 et seq.
(Part 203, Subpart B); § 213.751 et seq.
(Part 213, Subpart D); § 220.251 et seq.
(Part 220, Subpart B); § 221.251 et seq.
(Part 221, Subpart B); § 234.251 et teq.
(Part 234, Subpart B); § 235.201 et req.
(Part 235, Subpart B); § 237.201 Ot seq.
(Part 237, Subpart B); or § 809.251 et
seq. (Part 809, Subpart B) of this chap-
ter to:

(1) Section 203, 213, 220, 221, 234, 235,
237, or 809 shall be construed to refer to
section 233 of the Act; and

(2) The Mutual Mortgage Insurance
Fund, the Cooperative Management
Housing Insurance Fund, or the Special
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Risk Insurance Fund shall be construed
to refer to the General Insurance Fund.

§ 233.253. Application for insurance
benefits and accompanying fiscal
data.

(a) Insured mortgages. Where an
Insured mortgage Is Involved, the provi-
sions of §§ 203.350 through 203.391 of
this chapter govern the filing of an appli-
cation for insurance benefits and the
items to be filed with the application.

(b) Insured 7ime improvement loans.
Where an insured home Improvement
loan is involved, the provisions of
§ 203.476 of this chapter (relating to
claim application and items to be filed)
shall be applicable.
§ 233.275 Method of paying insurance

benefits.
If the application for insurance bene-

fits is acceptable to the Commissioner, all
of the insufance claim, in a case involv-
ing either an Insured mortgage or an
insured home improvement loan, shall be
paid In cash unless the mortgagee files
a written request with the application for
payment in debentures. If such a re-
quest is made, all of the claim shall be
paid by issuing debentures and by mak-
Ing a cash payment adjusting any differ-
ences between the total amount of the
claim and the amount'of the debentures
issued.

Subpart C-Assistance Payments

§ 233.401 Incorporation by reference.
(a) Section 235 type home mortgages.

All of the provisions of Subpart C, Part
235, concerning assistance payments pur-
suant to section 235 of the Act, apply
with full force and effect to a mortgage
insured under Subparts A and B of this
part, if the mortgage is insured as meet-
ing the eligibility requirements of
§ 235.1 et seq. (Part 235, Subpart A),
except as such requirements are modi-
fied by § 233.5.

(b) Section 237 type home mortgages.
All of the provisions of Subpart C, Part
237, concerning assistance payments In
connection with a mortgage insured un-
der section 237, apply with full force and
effect to a mortgage insured under Sub-
parts A and B of this part, if the mort-
gage .is insured as meeting the eligibility
requirements of § 237.1 et seq. (Part 237,
Subpart A), except as such requirements
are modified by § 233.5.
Subpart D-Eligibility Requirements-

Projects

§ 233.501 Scope of subpart.

Mortgages and loans financing con-
struction or rehabilitation of multifamily
projects which involve the utilization
and testing of advanced technology in
housing design, material or construction
or experimental housing standards for
neighborhood design, -may be insured
under section 233 of the Act. To be
eligible, a mortgage or loan shall also
meet the requirements of the applicable
multifamily project or project improve-
ment loan insurance program under see-

tions 207, 213, 220, 221, 231, 232 or 234
of the Act.
§ 233.505 Incorporation by reference.

(a) To be eligible for insurance under
this subpart, a mortgage or project im-
provement loan shall meet the eliglbility
requirements for insurance under § 207.1
et seq. (Part 207, Subpart A); § 213.1
et seq. (Part 213, Subpart A); § 220.501
et seq. (Part 220, Subpart C) ; § 221.501
et seq. (Part 221, Subpart C); § 231.1 et
seq. (Part 231, Subpart A); § 232.1 et seq.
(Part 232, Subpart A); § 234.501 et seq.
(Part 234, Subpart C); § 235.501 et seq.
(Part 235, Subpart D); § 230.1 et seq.
(Part 236, Subpart A); § 241.1 et seq.
(Part 241, Subpart A); § 810.1 et seq.
(Part 810, Subpart A); § 1000.1 et seq.
(Part 1000, Subpart A); or § 1100.1 et
seq. (Part 1100, Subpart A) of this chap-
ter, except that:

(1) The prescribed tests of economic
soundness or acceptable risk shall not
be applicable.

(2) In lieu of establishing mortgage
limits upon the basis of a percentage of
the Commissioner's estimate of appraised
value, or replacement cost, or cost of
repair and rehabilitation, as required by
the applicable section under which the
mortgage or loan would otherwise be
eligible, the mortgage limits shall be
determined by applying the percentage
prescribed by the pertinent section to
the following:

(i) In cases Involving new construc-
tion, such percentage shall be applied to
of replacing the property using corn-
the Commissioner's estimate of the cost
parable conventional design, materials.
and construction, or of using advanced
housing technology or experimental
property standards, whichever is the
lesser.

(il) In cases involving repair and re-
habilitation, such percentage shall be
applied to the sum of:

(a) The Commissioner's estimate of
the value of the property before repair
and rehabilitation; plus

(b) The lesser of either the Commis-
sioner's estimate of the cost of replacing
the improvements using comparable con-
ventional design, materials, and con-
struction, or of using advanced housing
technology or experimental property
standards.

(3) In cases Involving project im-
provements, instead of establishing
mortgage limits upon the basis of the
Commissioner's estimate of the cost of
such improvements, the limit shall be de-
termined on the basis of the Commis-
sioner's estimate of the cost of replacing
the improvements using comparable
conventional design, materials, and con-
struction, or of using advanced housing
technology or experimental property
standards, whichever i the lesser.

(4) In the case of Operation Break-
through Prototype Site Developments
involving expenditure of appropriated
funds for research and technology above
amounts available from insured mort-
gage proceeds, the mortgage may be
insured without regard to one or more

of the regulatory requirements which are
not mandatory under controlling
statutes.

(b) For the purposes of this subpart,
all references In part 207, 213, 220, 221,
231, 232, 234, 235, 236, 241, 810, 1000,
or 1100 of this chapter to section 207,
213, 220, 221, 231, 232, 234, 235, 236, 241,
or 810 of the National Housing Act or to
titles X and XI of such Act shall be
construed torefer to section 233 of such
Act.
§ 233.510 Eligible projects.

To be eligible for insurance:
(a) The mortgage or project improve-

ment loan shall relate to property In-
volving the utilization and testing of ad-
vanced technology in housing design,
material, or construction, or experi-
mental property standards for neigh-
borhood design.

(b) The Commissioner shall make de-
terminations as follows:

(1) That the property is an acceptable
risk, giving consideration to the need
for testing advanced housing design or
experimental property standards.

(2) That the utilization and testing
of the, advanced technology or experi-
mental property standards involved will
provide data or experience which the
Commissioner deems to be significant in
reducing housing costs or improving
housing standards, quality, livabillty, or
durability or improving neighborhood
design.
§233.515 Agreements, covenants and

casements.
Prior to insurance endorsement, the

mortgagor shall execute such agree-
ments, covenants and easements rtmning
with the land as the Commissioner shall
determine are necessary to allow the
Commissioner to make inspections and
technical observations of the experi-
mental features of the project.

Subpart E-Contract Rights and
Obligations-Projects

§ 233.751 Incorporation by reference.
(a) Mortgages and project improve-

ment loans insured under the experi-
mental project insurance program shall
be governed by the provisions of the
regulations covering contract rights and
obligations, as they respectively relate to
the several mortgage or project improve-
ment loan programs set forth In § 233.501
of this part.

(b) For the purpose of this subpart, all
the references In § 207.251 et seq. (Part
207, Subpart B); § 213.251 et seq. (Part
213, Subpart B); § 220.751 et seq. (Part
220, Subpart D); § 221.751 et seq. (Part
221, Subpart D); § 231.251 et seq. (Part
231, Subpart B); § 232.251 et seq. (Part
232, Subpart B); § 234.751 et seq. (Part
234. Subpart D); § 235.701 et seq. (Part
235, Subpart E); § 236.251 et seq. (Part
236, Subpart B); § 241.251 et seq. (Part
241, Subpart B); § 810.251 et seq. (Part
810, Subpart B); § 1000.251 et; seq. (Part
1000, Subpart B); or § 1100.251 et seq.
(Part 1100, Subpart B) of this chapter
to:

FEDERAL REGISTER, VOL 36, NO. 246--WEDNESDAY, DECEMBER 22, 1971

2 4 327



RULES AND REGULATIONS

(1) Section 207, 213, 220, 221, 231, 232.
234, 235, 236, 241, or 810 of the National
Housing Act or to titles X and XI of such
Act shall be construed to refer to section.
233 of such Act; and

(2) The Cooperative Management
Housing Insurance Fund or the Special
Risk Insurance Fund shall be construed
to refer to the General Insurance Fund.
§ 233.760 Payment of insurance bene-

fits.
(a) Insured mortgages. All of the

provisions of § 207.259 of this chapter re-
lating to Insurance benefits apply to
multifamily project mortgages insured
under this subpart, except that all of the
insurance claim shall be paid in cash un-
less the mortgagee files a written request
with the application for payment in de-
bentures. If such a request is made, all
of the claim shall be paid by issuing de-
bentures and by making a cash payment
adjusting any difference between the
total amount of the claim and the
amount of the debentures issued.

(b) Insured p r oj e c t improvement
loans. Where an insured project im-
provement loan is Involved, the payment
of insurance benefits shall be governed
by §§ 220.822 through 220.842 of this
chapter.

Subpart F-Assistance and Interest
Rdduction Payments

§ 233.900 Incorporation by reference.
(a) Section 235(0) type project mort-

gages. (1) All of the provisions of Sub-
part F, Paxt 235, concerning assistance
payments pursuant to section 235(j) of
the Act, apply with full force and effect
to a mortgage insured under Subparts
D and E of this part, if the mortgage is
insured as meeting the eligibility require-
ments of § 235.501 et seq. (Part 235,
Subpart D), except as such requirements
are modified by § 233.505 et seq.

(2) Reference in § 235.805 to "this
part" shall be deemed to refer to Part
233.

(b) Section 236 type project mort-
gages. (1) All of the provisions of Sub-
part C, Part 236, concerning interest
reduction payments pursuant to section
236 of the Act, apply with full force and
effect to a mortgage insured under Sub-
parts D and E of this part, if the mort-
gage is insured as meeting the eligibility
requirements of § 236.1 et seq. (Part 236,
Subpart A), except as such requirements
are modified by § 233.505 et seq.

(2) Reference in § 236.505 to "Sub-
parts A and B of this part" shall be
deemed to refer to Subparts D and E of
this part.

PART 234-CONDOMINIUMA OWNER-
SHIP MORTGAGE INSURANCE

Subpart A-Eligibility Roquiremonts-
Individually Owned Units

D -nrrores
Sec.
234.1 Dlefinitions used in this subpart.

APPovAL or MozTaAGs
234.5 Qualification of lenders.

APPLiCATrONT AND CoaITLIu3r
Sec.
234.10 Submission of application.
234.11 Form of application.
234.12 Approval and commitment.
234.13 Application and commitment ex-

tension fees.
234.14 Certification of appraisal amount.
234.15 Certificate and contract regardng

use of dwelling for transient or
hotel purposes.

234.16 Certificate of nondiscrimination by
mortgagor.

E.IGIBrn Mo=rMoGM

234.25 Mortgage provisions.
234.26 Conversion of project to family

units.
234.27 Maximum mortgago amounts.
234.28 Mortgagor's minimum Investment.
234.29 Maximum Interest rate.
234.36 AmortIzation provisions.
234.37 Payment of Insurance premiums or

charges; adjusted mortgage insur-
ance premiums.

234.38 Mortgage provisions for additional
payments and covenants.

234.39 Application of payments.
234.46 Late 9harge.
234.47 Mortgagor's payments when mort-

gage is executed.
:34.48 Maximum charges, fees or discounts.
234.49 Eligible mortgages in Alaska, Guam,

or Hawaii.
234.51 Owner-occupancy In military serv-

ice cases.

ELIGIBLE MOnTGAGORS

234.55 Mortgage lien.
234.56 Relationship of Income to mortgage

payments.
234.57 Credit standing.
23459 Certificate and contract regarding

use of family unite for transient
or hotel purpozes.

ErIGmLn PROPEMTnS

234.65 Vature of title.
234.67 entalproperties.
234.68 Eligibility of mortgages covering

housing in certain neighborhoods.

Or-N-END ADvAxCo

234.70 Eligibility of open-end advances.
234.249 Effect of amendments.

Subpart B-Contract Rights and Obligations-
Individually Owned Units

234.251 Definitions.
234.255 Incorporation by reference.
234.260 Assignment of mortgage and certffl-

cate by mortgagee.
234.2402 Exception to deed in lieu of fore-

closure.
234.265 Contents of deed and supporting

documents.
234.270 Condition of the multifamily struc-

ture.
234.273 Assessment of taxes.
234.274 Certificate of tax assessment.
234.275 Certificate or Statement of condi-

tion.
234.280 Cancellation of h rdinsurance.
234.285 Waived title objections..

Subpart C-Ellgibilily Requirmonts-Proiccts--
Conversion Individual Sales Units

234.501 Incorporation by reference.
234.505 Deflnitions.
234.506 Application filing and approved fees.
234510 Certification by mortgagee.
234.615 Certification by mortgagor.
234.520 Ellgibility of property.
23.525 Maximum mortgage amounts-new

construction.
234.630 Increased mortgage amounts.
234.531 Loans to cover 2 year operating loa.

Sec.
234.535 Adjusted mortgago mount-re.

habilitation projceto.
234.40 Reduced mortgtigo amount-loano-

holds.
234.645 Prepayment privilege and prepay.

ment charges.
234.550 Lite cbmago.
234.555 Zoning, deed, building rcztrlc.

tiono.
234.5G0 Supervision by ComnilAoner.
234.565 Occupancy requirements.
234.570 Advance amortl-ition require.

ments.

Subpart D-Conlrat flghs1 and Obllgollonc-
Projects

234.751 Incorporation by reference.

A TrOnrry: ThO provislons of this Part
234 Issued under Zeo. 211, 52 Stat. 23, ni
amended, sec. 234, 76 Stat. 101; 12 U.S,..
1715b, 1715y.

Subpart A-Eligibility Requirements-
Individually Owned Units

§ 234.1 Definitions used in this oubpart.
As used in this subpart, the following

terms shall have the meaning indicated:
(a) "Commissioner" means the Fed-

eral Housing Commissioner or his au-
thorized representative.

(b) "Act" means the National Housing
Act, as amended.
(c) "FEA" means the Federal Housing

Administration.
(d) "Mortgage" means a flirst lion

covering a fee interest or eligible leoe-
hold Interest, in a one-family unit in a
multifamily project, together with an un-
divided interest In the common areas and
facilities serving the project, and such
restricted common areas and facilities as
may be designated.

(e) "Mortgagor" means the original
borrower under a mortgage and his heirs,
executors, administrators and assigns.

(f) "Mortgagee" meaws the original
lender under a mortgage and Its succes-
sors and such of Its assigns as are ap-
proved by the Commissioner.

(g) "Insured mortgage" means a
mortgage which has been Insured as
evidenced by the issuanceo of a Mortgage
Insurance Certificate or by the endorse-
ment of the credit Instrument by the
Commissioner.

(h) "Project mortgage" means a
mortgage which Is or has been Insured
under any of the MIA multifamily houa-
ing programs, other than scctions
213(a) (1) and 213(a) (2) of the Act.

(1) "Beginning of amortization" means
the date one month prior to the date of
the first monthly payment to principal
and interest.
(J) "Family unit means a one-family

unit Includin the undivided interest in
the common areas and facilities, and
such restricted common areas and facil-
ities as may be designated.

(k) "Multifamily project" means a
project containing four or more family
units.
(1) "Common areas and facilities"

means those areas of the project and of
theproperty upon which It is located that
are for the use and enjoyment of the
owners of family units located in the
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project. The areas may include the land.
roofs, main walls, elevators, staircases,
lobbies, halls, parking space and commu-
nity and commercial facilities.

Cm) "Restricted common areas and
facilities' means those areas and facili-
ties restricted to a particular family unit
or number of family units.

APPROVAL OF MORTGAGEES
E 234.5 Qualification of lenders.

The provisions of §§ 203.1 to 203.9, in-
clusive; of this chapter, shall govern the
eligibility, qualifications and require-
ments of mortgagees under this subpart.

APPLICATIO1N AND COrUzMrsT
§ 234.10 Submission of application.

Any approved mortgagee may submit
an application for insurance of a mort-
gage under this subpart.
§ 234.11 Form of application.

An application for insurance shall be
made upon a standard form prescribed
by the"Commissioner.
§ 234.12 Approval and commitment.

Upon approval of an application, ac-
ceptance of the mortgage for insurance
shall be evidenced by the issuance of a
commitment setting forth, upon a form
prescribed by the Commissioner, the
terms and conditions upon which the
mortgage will be insured.
§ 234.13 Application and commitment

extension fees.
(a) Application fee-l) Amount of

fee. The mortgagee shall pay an applica-
tion fee of $40 per family unit to cover
the cost of processing.

(2) Time of fee Payment. The appli-
cation fee shall be due and payable by
the mortgagee upon receipt from the
FHA of a monthly statement covering
the related transactions.

(3) Credit for fee Previously charged.
A credit may be allowed the mortgagee
for an application fee previously charged
under such conditions as the Commis-
sioner prescribes.

(4) Fee not required. A mortgagee
shall not be required to pay an applica-
tion fee where:

(i) The application is not accepted for
processing; or

(ii) The application is made on behalf
of a veteran for the insurance of a mort-
gage to refinance an existing insured
mortgage which is In default by reason
of his military service, if the Commis-
sioner finds that the charging of such
fee would be inequitable under the cir-
cumstances of the transaction. For the
purpose of this subdivision the word
"veteran" shall mean a person who has
served in-the active military or naval
service of the United States at any time
on or after September 16, 1940, and prior
to July 26, 1947, or on or after June 27,
1950, and prior to February 1, 1955; or

(lii) The application is in connection
with the insurance of a mortgage to
finance the purchase of Commissioner-
held property; or
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(iv) The application Is fIled prior to
the Issuance of the commitment to Insure
the project mortgage.

(b) .Commitment extension fee--C)
Amount of fee. The mortgagee shall
pay a commitnent extension fee of $25
for extending an outstanding commit-
ment or for reopening and extending an
expired commitment within two months
after such expiration.

(2) Time of fee payment. The com-
mitment extension fee shall be due and
payable by the mortgagee upon receipt
from the PHA of a monthly statement
covering the related transactions.

(3) Credit for fee previously charged.
A credit may be allowed the mortgagee
for a commitment extension fee previ-
ously charged under such conditions as
the Commissioner prescribes.

(4) Fee not required. A mortgagee
shall not be required to pay a com-
mitment extension fee where:

(1) The commitment to be extended
or reopened Is in connection with an
application made on behalf of a veteran
under circumstances set forth in para-
graph (a) (4) (i) of this section; or

(i) The commitment is in connection
with the insurance of a mortgage to fi-
nance the purchase of Comissioner-
held property.

(iiI) The commitment s in connection
with the initial sale of the family units
following conversion of the multifamily
structure to apartment ownership.
§234.14 Certification of a p p r a i s a l

amount.
An application for Insurance shall be

accompanied by an agreement satisfac-
tory to the Commissioner, executed by
the seller or such other person as may be
required by the Commissioner whereby
such person agrees that prior to any sale
of the dwelling he will deliver to the pur-
chaser of -the property a written state-
ment in form satisfactory to the Com-
missioner setting forth the amount of
the appraised value of the property as
determined by the Commissioner.
§ 234.15 Certificate and contract regard.

ing use of dwelling for transient or
hotel purposes.

An application for insurance of a
mortgage on a family unit which Is one
of a group of 5 or more family units
owned by the same mortgagor shall be
accompanied by a contract, in form
satisfactory to the Commissioner, signed
by the proposed mortgagor covenant-
Ing and agreeing that so long as the
proposed mortgage is insured by the
Commissioner the mortgagor will not
rent the housing or any part thereof
covered by the mortgage for transient
or hotel purposes, together with the
mortgagor's certiEcation under oath
that the housing or any part- thereof
covered by the proposed mortgage will
not be rented for transient or hotel pur-
poses. For the purpose of this sub-
chapter rental for transient or hotel
purposes shall mean (a) rental for any
period less than 30 days; or (b) any
rental if the occupants of the unit are
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provided customary hotel services such
as room service for food and beverages,
maid service, furnishing and laundering
of linen, and bellboy service.
§ 234.16 Certificate of nondiscrimina-

tion by mortgagor.

The mortgagor shall certify to the
Commissioner as to each of the follow-
Ingpoints:

(a) That neither he, nor anyone au-
thorized to act for him, will refuse to sel
or rent, after the making of a bona fide
offer, or refuse to negotiate for the sale
or rental of, or otherwise make unavail-
able or deny the dwelling or property
covered by the mortgage to any person
because of race, color, religion, or na-
tional origin.

(b) That any restrictive covenant on
such property relating to race, color,
religion, or national origin is recognized
as being illegal and void and is hereby
specifically dlscalmed.

(c) That civil action for preventative
relief may be brought by the Attorney
General in any appropriate US. District
Court against any person responsible for
a violation of this certification.

ELIGIBE MORTGAGES
§ 234.25 Mortgage provisions.

(a) Mortgage form. The mortgage
shall be executed upon a form approved
by the Commisioner for use in the juris-
diction in which the property covered
by the mortgage is situated and shall be
a first lien upon property that conforms
with property standards prescribed by
the Commissioner. The entire principal
amount of the mortgage must have been
disbursed to the mortgagor or to his-
creditors for his account and with his
consent.

Cb) Mortgage multiples. The mort-
gage shall involve a principal obligation
In $100 multiples. A mortgage having a
principal obligation not in excess of
$15,000 and an amortization period of
either 20, 25, 30 or 35 years may be in
$50 multiples.

(c) Payments and maturity dates.
The mortgage shall:

(1) Provide for payments to become
due on the first day of the month.

(2) Have a maturity satisfactory to
the Commisoner of not to exceed three-
quarters of the Commissioner's estimate
of the remaining economic life of the
property. The maturity shall also be not
less than 10 nor more than 30 years from
the date of the beginning of amortiza-
tion. except that the term may be 35
years from the date of the beginning of
amortization in either of the following
instances:

Ci The mortgagor is an owner-cccu-
Pant of the property and is not able, as
determined by the Commissioner, to
make the required payments under a
mortgage having a shorter amortization
period.

(i) The application for the conver-
son of an insured project to condomin-
iumtownership was received by the Com-
missioner prior to August 10,1965.
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(3) Have an amortization period of
either 10, 15, 20, 25, 30 or 35 years by pro-
viding for either 120, 180, 240, 300, 360 or
420 monthly amortization payments.

(4) Provide for payments to principal
and interest to begin not later than the
first day of the month following 60 days
from the date the mortgagee's certificate
on the commitment was executed.
§ 234.26 Conversion of project to family

units.
No mortgage shall be eligible for in-

surance unless the following require-
ments are met:

(a) Location of family unit. In all cases
(except where the family unit is located
In a project Involving 11 or less units),
the family unit shall be located in a
project which is or has been covered by
a project mortgage insured by the FHA.

(b) Plan of apartment ownership.
The project in which the family unit is
located shall have been committed to a
plan of apartment-ownership by ena-
bling deed, deed of constitution, public
deed, or other recorded instrument which
has been approved by the Commissioner
prior to its execution, and which is cer-
tified by the mortgagee as acceptable and
binding within the jurisdiction where
the multifamily project is located.

(c) FHA conversion and release plans.
The initial conversion of the project to
apartment-ownership shall be required to
comply with an FHA-approved conver-
sion plan. The conversion plan shall
provide for:

(1) The termination by payment in
full of the mortgage or by voluntary
termination of the Insurance contract
covering any FHA Insured mortgage on
the project, unless the Commissioner de-
termines that his interests and those of
the individuals purchasing the family
units are best served by not requiring
the termination of the insurance.

(2) The release' of each family unit
from any existing project mortgage
covering the project pursuant to a re-
lease plan approved by the FHA. The
plan shall provide for a payment to be
made on the outstanding balance of the
project mortgage in an amount equal to
the share of the balance determined by
the FRA to be attributable to the family
unit.

(3) The conveyance of family units,
equal in value to at least 80 percent (or
such lesser percentage as the Commis-
sioner may prescilbe) of the total value
of all units, to owners approved by the
PEA.

(d) Certificates by mortgagee. The
mortgagee shall certify that:

(1) The individual deed for the family
unit to be covered by an FEA-insured
mortgage complies with all legal require-
ments of the jurisdiction andl that own-
ership thereunder is subject to the plan
of apartment-ownership; and

(2) The Mortgagor has good and mar-
ketable title to the family unit subject
only to the mortgage which is a valid
first lien on same; and

(3) The family unit is assessed and
subject to assessment for taxes pertain-
ing only to that unit.

(e) Mortgagor limitations. The fam-
ily unit to be covered by an insured
mortgage shall be for the use and oc-
cupancy of the mortgagor or the mort-
gagor shall be the owner of another
family unit covered by an insured mort-
gage for such use and occupancy. The
mortgagor may not own more than four
family units covered by insured mort-
gages, one of which shall be for his own
use and occupancy.

(f) FHA controls for consumer and
public interest. The Commissioner may
require such conditions and provisions
as he deems necessary for the protection
,of the consumer and public Interest, in-
cluding but not limited to the execution
of a regulatory agreement between the
Owners and the Commissioner which
shall be made applicable to the Asso-
ciation or Cooperative of Owners or to
any subsequent owner of a family unit.

(g) Project mortgagee certification.
The project mortgagee shall certify, not-
withstanding any provision of the mort-
gage covering prepayment, that no
charge is contemplated or has been col-
lected for prepayment In full of the
project mortgage.
§ 234.27 Raximum mortgage amounts.

(a) Occupant mortgagors. A mort-
gage executed by a mortgagor who is an
occupant of the unit shall not exceed
the lesser of the following:

(1) $33,000.
(2) 97 percent of the first $15,000 of

the Commissioner's estimate of appraised
value of the family unit, as of the date
the mortgage is accepted for insurance,
and 90 percent of such value in excess
of $15,000 but not in excess of $25,000
and 80 percent of such value in excess
of $25,000.

(b) Increased mortgage amount-
elevator type structures. [Reserved]

(c) Increased mortgage amount-high
cost areas. If the Commissioner finds
that because of high costs in Alaska,
Guam or Hawaii it Is not feasible to con-
struct dwellings without the sacrifice of
sound standards of construction, design,
and livability within the limitations of
maximum mortgage amounts provided In
this section, the principal obligation of
mortgages may be increased in such
amounts as the Commissioner finds may
be necessary to compensate for such
costs, but not to exceed, in any event, the
maximum, including high cost area In-
creases, if any, otherwise applicable by
more than one-half thereof.

(d) Nonoccupant mortgagors. A
mortgage executed by a mortgagor who
is not the occupant of the unit shall not
exceed:

(1) 85 percent of any amount com-
puted under paragraph (a) of this sec-
tion; or

(2) The full amount computed under
paragraph (a) of this section if the
mortgage covers a unit and the Com-
missioner is furnished with certificates
indicating that:

(1) The mortgagor will not rent (ex-
cept for a rental term of not less than
30 days and not more than 60 days), sell
(except where the insured mortgage is

paid in full as an Incident of the rale),
or occupy the property prior to the 18th
amortization payment of the mortgage
except with the prior written approval
of the Commissioner;

(it) Not less than 15 percent of the
original principal amount of the mort-
gage proceeds has been deposited in an
escrow, trust, or special account;

(liI) The mortgagor agrees that, if the
property is not sold prior to the due date
of the 18th amortization payment of the
mortgage to a purchaser acceptable to
the Commissioner who will occupy the
property, assume, and agree to pay the
mortgage Indebtedness, the amount held
In escrow, trust, or special account shall
be applied in reduction of the outstand-
ing principal amount of the mortgage ao
of the due date of the 18th amortization
payment of the mortgage;(v) The mortgagee agrees that any
portion of the fund held In escrow, trust,
or special account, not applied to the
mortgage In accordance with the pro-
visions of this paragraph, shall be do-
ducted from the amount of debentures to
which the mortgagee would otherwise be
entitled if a claim for debentures Is filed.
§ 234.28 Mortgagor's inlnimum invest.

ment.
(a) At the time the mortgage is in-

sured the mortgagor shall have paid on
account of the family unit at leat 3
percent of the Commisoioner's estimate
of the cost of acquisition or such larger
amount as the Commissioner may de-
termine in cash or its equivalent.

(b) A mortgagor who Is 60 years of
age or older as of the date the mortgage
Is accepted for insurance may borrow
from a corporation or person satisfac-
tory to the Commissioner, the payment
required by this section, plus settlement
costs which may include initial payments
for taxes, hazard insurance, mortgage
insurance premium and other prepaid
expenses, as determined by the Commis-
sioner. As security for the loan, the mort-
gagor may give a note or other evidence
of Indebtedness bearing interest at a
rate not in excess of that permitted In
the insured mortgage. The aggregate
amount of the insured mortgage and
the loan referred to in this section shall
not exceed an amount equal to the Com-
missioner's estimate of the appraised
value of the property, plus an amount
equal to the. initial payments for taxes,
hazard insurance, mortgage insurance
premium, and other prepaid expeneg,
as determined by the Commissioner.
§ 234.29 Maximum interest rate.

(a) The mortgage shall bear interest
at the rate agreed upon by the mortgagee
and the mortgagor, which rate shall not
exceed 7 percent, except that where an
application for commitment was received
by the Secretary before February 18,
1971, the mortgage may bear Interest at
the maximum rate In effect at the time
of receipt of the application.

(b) Interest shall be payable In
monthly Installments on the principal
amount of the mortgage outstanding on
the due date of each installment.
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§ 234.36 Amortlzation provisions.

The mortgage shall contain complete
amortization provisions satisfactory to
the Commissioner, requiring monthly
payments by the mortgagor not In excess
of his reasonable ability to pay as de-
termined by the Commissioner. The
sum of the pfincipal and interest pay-
ments in each month shall be substan-
tially the same.

§234.37 Payment of insurance pre-
miums or charges; adjusted mort-
gage insurance premiums.

(a) The mortgage shall provide for
monthly payments by the mortgagor to
the mortgagee of an amount equal to
one-twelfth of the annual mortgage in-
surance premium payable by the mort-
gagee to the Commissioner. If the
mortgage contains a provision permitting
the holder to make future "open-end"
advances or is amended or modified to
include such a provision, the mortgage
shall provide for a monthly payment by
the mortgagor of an amount equal to
one-twelfth of the annual charge, pay-
able by the mortgagee to the Commis-
sioner for insurance of such advances.
Such payments shall continue only so
long as tLe contract of insurance shall
remain in effect.

(b) 'The mortgage shall provide that
upon the payment of the mortgage before
maturity, the mortgagor shall pay the
adjusted mortgage insurance premium
referred to in this iubchapter, but shall
mot provide for the payment of any
further charge on account of such
prepayment.
§ 234.38 Mortgage provisions for addi-

tional payments and covenants.
(a) The mortgage shall provide for

such equal monthly payments by the
mortgagor to the mortgagee as will
amortize any ground or lease rents and
the estimated -amount of any taxes,
special assessments, and such property
Insurance premiums as may be required
by the mortgagee, within a period ending
one month prior to the dates on which
such charges become delinquent. The
mortgage shall further provide that pay-
ments and such property insurance
premiums as may be required by the
mortgagee, shall be held by the -mort-
gagee for the benefit and account of the
mortgagor in a manner satisfactory to
the Commissioner, for the purpose of
paying ground rents, taxes, special
assessments, and such property insur-
ance premiums as may be required by
the mortgagee, before they become de-
linquent. The mortgage must also make
provision for adjustments in case the
estimated amount of taxes, special as-
sessments, and such property insurance
premiums as may be required by the
mortgagee, shall prove to be more, or
less, than the actual amount thereof paid
by the mortgagor.

(b) The mortgage shall contain a
covenant by the mortgagor to pay the
allocated share of the common expenses
or assessments and charges by the Asso-
ciation of Owners as provided in the
Plan of Apartment Ownership and a

provision approved by the Commladoner
by which the Regulatory Agreement is
incorporated in and made a part of the
mortgage
(c) As used in the mortgage the term"assessments" except where It refers to

assessments and charges by the Associa-
tion shall be defined to mean "special
assessments by state or local govern-
mental agencies, districts or other public
taxing or assessing bodies."
§ 23439 Application of payments.

All monthly payments to be made by
the mortgagor to the mortgagee shall be
added together and the aggregate
amount thereof shall be paid by the
mortgagor each month In a single pay-
ment. The mortgagee shall apply the
aggregate payment to the following
Items in the order set forth:
(a) Premium charges under the con-

tract of Insurance, including insurance
charges for open-end advances;

(b) Ground rents, taxes, special as-
sessments, and such property Insurance
premiums as may be required by the
mortgagee;
(c) Interest on the mortgage;
(d) Amortization of the principal of

the mortgage; and
(e) Any deficiency in the amount of

any aggregate monthly payment shall.
unless made good by the mortgagor
prior to, or on, the due date of the next
aggregate payment, constitute a default
under the mortgage.
§ 234.46 Late charge.

The mortgage may provide for the col-
lection by the mortgagee of a late charge,
not to exceed 2 cents for each dollar of
each payment more than 15 days in
arrears, to cover the extra expense in-
volved in handling delinquent payments.
Late charges shall be separately charged
to and collected from the mortgagor and
shall not be deducted from any aggre-
gate monthly payment.
§ 234.47 Mortgagor's payments i'hen

mortgage is exccutcd
The mortgagor shall pay to the mort-

gagee, upon the execution of the mort-
gage, asum sufficient to pay any ground
rents and the estimated taxes, special
assessments, and fire and other hazard
insurance premiums for the period be-
ginning on the date to which such
ground rents, taxes, assessments, and
insurance premiums were last paid and
ending on the date of the first monthly
payment under the mortgage plus an
amount sufficlent to pay the mortgage
insurance premium from the date of the
closing of the loan to the date of the
first monthly payment.
§234.43 Maximum charges, fees or

discounts.
(a) The mortgagee may collect from

the mortgagor the following charges,
fees or discounts.

(1) A charge to compensate themort-
gagee for expenses incurred in originat-
ing and closing the loan, the charge not
to exceed $20 or 1 percent of the original
principal amount of the mortgage,
whichever is the greater;

(2) Reasonable and customary
amounts for any of the following items:

(I) Recording fees and recording taxes
or other charges Incident to recordatfon;

(HI) Credit report;
(iII) Survey, if required by mortgagee

or mortgagor;
(iv) Title examination; title Insur-

ance, if any;
(v) Such other reasonable and cus-

tomary charges or fees as may be
authorized by the Commissioner.

(b) Prior to Insurance of any mort-
gage, the mortgagee shall furnish to the.
Commissioner a signed statement in
form satisfactory to the Commissioner,
listing all items for which any charge,
fee or discount was collected by it, from
the mortgagor, together with the amount
of each such charge, fee or discount.
The Commissioner's endorsement of the
mortgage for insurance shall constitute
approval of the listed charges, fees or
discounts.

(c) Nothing In this section shall be
construed as prohibiting the mortgagor
from dealing through a broker who does
not represent the mortgagee, if he pre-
fers to do so, and paying such compen-
sation as is satisfactory to the mortgagor
in order to obtain mortgage financing.

§ 234.49 Eligffle mortgages in Alaska,
Guam, or Hawaii.

If the Alaska Housing Authority or the
Government of Guam or Hawaii or any
agency or instrumentality thereof is the
mortgagor or mortgagee, or if the mort-
gagor Is regulated or restricted as to
rents or sales, charges, capital structure,
rate of return, and methods of operation
to such an extent and in such manner as
the Commissioner determines advisable
to provide reasonable rental and sales
prices and a reasonable return on the
investment, any mortgage otherwize
eligible for insurance under this subpart,
may b Insured without regard to any
requrement that the mortgagor:

(1) Be the owner and occupant of the
property;

(2) Has paid on account of the prop-
erty a prescribed percentage of the ap-
praised value of the property; or

(3) Certify that the mortgaged prop-
erty be free and clear of all liens other
than the mortgage offered for insurance
and that there will not be any other
unpaid obligations contracted In connec-
tion with the mortgage transaction or
the purchase of the mortgaged property.

(c) Economic soundness shall not be
applicable to mortgages covering prct-
erty located in Alaskza or in Guam or in
Hawaii, but the Commlssoner shall find
that the property is an acceptable risk
giving consideration to the acute housing
shortage n Aln-s or in Guam, or in
Hawaii.

§ 234.51 Omer-occupaney in militar
service cascm

Any mortgage otherwise eligible for
Insurance under any of the provisions of
this part may be Insured without regard
to any requirement contained in this
part that the mortgagor be the occupant
of the property at the time of insurance,
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where the Commissioner is satisfied that
the inability of the mortgagor to occupy
the property Is by reason of his entry
into military service subsequent to the
filing of an application for insurance and
the mortgagor expresses an intent (in
such form as may be prescribed by the
Commissioner), to occupy the property
upon his discharge from military
service.

ELIGIBLE MORTGAGORS
§ 234.55 Mortgage lien.

A mortgagor shall establish that after
the mortgage offered for insurance has
been recorded the mortgaged property
will b6 free and clear of all liens other'
than such mortgage and that there will
not be outstanding any other unpaid ob-
ligation contracted in connection with
the mortgage transaction or the pur-
chase of the mortgaged property, except
obligations which are secured by prop-
erty or collateral owned by the mort-
gagor independently of the mortgaged
property.
§234.56 Relationship of income to

mortgage payments.

A mortgagor shall establish that the
periodic payments required in the mort-
gage submitted for insurance bear a
proper relation to his present and an-
ticipated income and expenses.
§ 234.57 Credit standing.

A mortgagor shall have a general
credit standing satisfactory to the
Commissioner.
§234.59 Certificate and contract re-

garding use of family units for tran-
sient or hotel purposes.

A mortgagor under a mortgage cover-
ing a one-family unit which is one of a
group of five of more one-family units
held by the same mortgagor shall cer-
tify under oath that until the mortgage
is paid in full or the contract of insur-
ance otherwise terminated, the mort-.
gagor shall not rent,.permit the rental,
or permit the offering for rental of the
housing units, or any part thereof, cov-
ered by such mortgage for transient or
hotel purposes. The mortgagor shall
further execute a contract with the Com-
missioner providing that so long as the
said mortgage is" insured he will not
rent such housing or any part thereof,
for transient or hotel purposes as defined
in § 234.15.

ELIGIBLE PROPERTIES
§ 234.65 Nature of title.

A mortgage to be eligible for insurance
shall be on a fee interest in, or on the
leasehold interest in, a one-family unit
in a project including an undivided in-
terest in the common areas and facili-
ties, and such restricted common areas
and facilities as may be designated. To
be eligible, a leasehold interest shall be
under a lease for not less than 99 years
which is renewable, or under a lease
with a period of not less than 50 years
to run from the date the mortgage is
executed.

§ 234.67 Rental properties.
No family unit In a project which has

been committed to a plan of apartment
ownership shall be rented for transient
or hotel purposes, as defined in § 234.15,
while the family unit is subject to an
FEA-insured mortgage.
§ 234.68 Eligibility of mortgages cover-

ing housing in certain neighbor-
hoods.

(a) A mortgage financing the repair,
rehabilitation, construction, or purchase
of property located in an older declining
urban area shall be eligible for insurance
under this subpart subject to compliance
with the additional requirements of this
section.

(b) The mortgage shall meet all of the
requirements of this subpart, except such
requirements as are judged to be not
applicable on thb basis of the following
determinations to be made by the
Commissioner:

(1) That the conditions of the area In
which the property Is located prevent the
application of certain eligibility require-
ments of this subpart.

(2) That the area is reasonably viable,
and there is a need in the area for
adequate housing for families of low and
moderate income.

(3) That the mortgage to be Insured Is
an acceptable risk.

(c) Mortgages complying with the
requirements of this section shall be In-
sured under this subpart pursuant to
section 223(e) of the National Housing
Act. Such mortgages shall be insured
under and be the obligation of the Special
Risk Insurance Fund.

OpEN-EN]) ADvAcEs
§234.70 Eligibility of open-end ad-

vances.'
Any approved mortgagee may make

advances, referred to In this subpart as
"open-end" advances, In connection
with the mortgages previously insured
under this subchapter or insured after
the effective date of this subpart, sub-
Ject to compliance with the requirements
of this section.

(a) The proceeds of any open-end ad-
vance shall be used for the purpose of
improvements or repairs which In the
Commissioner's discretion substantially
protect or improve the basic livability
or utility of the property involved. The
proceeds of such advances shall not be
used for the purpose of financing obli-
gations previously incurred for such re-
pairs or improvements.

(b) The mortgagee shall submit an
application for insurance of open-end
advances upon a standard form pre-
scribed by the Commissioner.

(c) Applications filed must be accom-
panied by the mortgagee's remittance for
the sum of $10 for processing of the ap-
plication. If an application Is refused
as a result of preliminary examination
by the Commissioner or in such other
instances as the Commissioner may de-
termine the entire fee will be returned
to the applicant.

(d) *In addition to the application fee
required by paragraph (a) of this sec-
tion, the mortgagee may charge the
mortgagor a fee not to exceed $25 or 1
percent of the open-end advance, which-
ever Is the lesser, and the amount of
out-of-pocket expenditures made by the
mortgagee for customary costs of title
search and recording fees. The mort-
gagee may require the mortgagor to pay
to the mortgagee all charges permitted
under this section on or prior to the data
of final disbursement of the open-end
advance, together with a sum sufficient
to pay the initial insurance charge pro-
vided for Id Subpart B of this part. No
portion of such charges may be included
in the principal amount of the open-end
advance.

(e) Upon approval of an application,
acceptance of the advance for Insurance
will be evidenced by the issuance of a
commitment setting forth, upon a form
prescribed by the Commissioner, the
terms and conditions upon which the
advance will be insured.

(f) The amount of an advance for
insurance shall be added to the unpaid
principal obligation of the mortgage,
whereupon the aggregate of the original
unpaid principal and the amount of the
open-end advance shall:

(1) Bear interest at the rate provided
in such mortgage, payable in monthly
installments on the principal then out-
standing;

(2) Be payable in substantially equal
monthly payments in an amount suf-
cient to amortize the aggregate principal
amount within the remaining original
term of the mortgage.

(g) The amount of any advance for
insurance (computed in even dollar
amounts) when added to the unpaid
balance of the original principal obliga-
tion of the mortgage shall not exceed
the original principal obligation of the
mortgage: Provided, That if the mort-
gagor certifies that the proceeds of such
open-end advance will be used to finance
the construction of an additional room
or rooms or other additional enolosed
space as a part of the dwelling, the ag-
gregate amount of the unpaid balance
of the original principal obligation, plus
the amount of the open-end advance,
may exceed the amount of the original
principal obligation of the mortgage, but
in no event shall such aggregate amount
exceed the maximum amounts prescribed
by the limitations of §9 234.27 and 234.49.

(h) A mortgagee may amend or mod-
ify any approved FM mortgage form
by adding such provisions as it deems
necessary for the purpose of making
open-end advances, by any rider or mod-
ification agreement which Is valid and
enforceable in the Jurisdiction in which
the property covered by the mortgage i
located, provided such rider or modifica-
tion agreement retains in the mortgagee
the right to approve or disapprove addi-
tional advances on such terms and con-
ditions as the mortgagee may prescribe,
The mortgagee shall have the solo re-
sponsibility for determining that any
mortgage amended by an "open-end"
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rider or modification agreement will be
a valid and enforceable instrument and
will constitute a valid first lien on the
property upon which the Commissioner
based his valuation.
§ 234.249 Effect of amendments.

The regulations In this subpart may
be amended by the Commissioner at any
time and from time to time, 'in whole or
in part, but such amendment shall not
adversely affect the interests of a mort-
gagee or lender under the contract of
insurance on any mortgage or loan
already insured and shall not adversely
affect the interests of a mortgagee or
lender on any mortgage or loan to be
insured on which the Commissioner has
made a commitment to insure.

Subpart B-Contract Rights and
Obligations-ndividually Owned
Units

§ 234.251 Definitions.
The definitions contained in § 203.251

of this chapter and § 234.1 shall apply
to this subpirt.
§ 234.255 Incorporation by reference.

(a) Provsons. All of the provisions
of §§203.251 through 203.435 of this
chapter (Part 203, Subpart B) covering
mortgages insured under section 203 of
the National Housing Act shall apply to
mortgages insured under section 234(c)
of the National Housing Act except the
following provisions:
Sec.
203357 Deed inlieu of foreclosure.
203.379 Adjustment for fire, flodd earth-

quake, or tornado damage.
203.380 Certificate of property condition.
203.389 Waived title objections.
203.420 Nature of Mutual Mortgage Insur-

ance Fund.
203.421 Allocation of Mutual Mortgage In-

surance Fund income or loss.
203.422 Right and liability under Mutual

mortgage Insurance Fund.
203.423 D strlbution of distributive shares.
203.424 Mxmum amount of distributive

shares.
203.425 Finality of determination.
203.440 et seq. Insured home Improvement

loans.

( (b) References. For the purposes of
this subpart, all references In §§ 203.251
through 203.435 of this chapter (Part
203, Subpart B) to section 203 of the act.
one- to fonm-family, and the Mutual
Mortgage Insurance Fund, shall be con-
strued to refer to section 234 of the act,
one-family unit, and the General Insur-
ance Fund. The term "property" or
"each family dwelling unit" as used In
§§ 203.251 through 203.435 of this chap-
ter (Part 203, Subpart B) shall be con-
strued to ;nclude "the one-family unit
and the undivided interest in the com-
mon areas and facilities as may be des-
ignated'.
§ 234.260 Assignment of mortgage and

certificate by mortgagee.
In addition to the requirements of

§§ 203.352 and 203.353 incorporated by
reference, the mortgagee shall certify
as to any changes in the plan of apart-
ment ownership including the adminis-

tration of the property. Any changes
shall require FHA approval.
§ 234.262 Exception to deed in lieu of

foreclosure.

All of the provisions of § 203.357 of this
chapter relating to acceptance of a deed
in lieu of foreclosure shall apply to mort-
gages insured under this part ony if the
mortgagee establishes to the satisfaction
of the Commissioner that there are no
unpaid assessments owed the Assocl-
ation or Cooperative of Owners.
§234.265 Contents of deed and sup-

porting documents.
In addition to the requirements of

§ 203.367, incorporated by reference, the
deed shall comply with the plan of apart-
ment ownership. Any changes therein,
including the administration of the
property, shall require FRA approval.
§ 234.270 Condition of the multifamily

structure.

(a) When a family unit is conveyed
or a mortgage is assigned to the Commis-
sioner, the family unit and the common
areas and facilities designated for the
particular unit shall be undamaged by
fire, earthquake, tornado, or boiler ex-
plosion, except If the property has been
damaged, either of the following actions
shall be taken:

(1) The property may be repaired
prior to its conveyance or prior to the
assignment of the mortgage to the Com-
missioner.

(2) The property may be conveyed or
the mortgage assigned to the Commis-
sioner without repairing the dam ge. In
such instances, the Commissioner shall
deduct from the Insurance benefits either
his estimate of the decrease in value of
the family unit or the amount of any
insurance recovery received by the mort-
gagee, whichever is the greater.

(b) If the property has been damaged
by fire and such property was not covered
by fire insurance at the time of the dam-
age, the mortgagee may convey the
property or assign the mortgage to the
Commissioner without deduction from
the insurance benefits for any loss oc-
casioned by such fire if the following
conditions are met:

(1) The property shall have been cov-
ered by fire insurance at the time the
mortgage was insured.

(2) The fire insurance shall have been
later cancelled or renewal shall have
been refused by the Insuring company.

(3) The mortgagee shall have notified
the Commissioner within 30 days (or
within such further time as the Commis-
stoner may approve) of the cancellation
of the fire insurance or of the refusal of
the insuring company to renew the fire
insurance. This notification shall have
been accompanied by a certification of
the mortgagee that diligent efforts were
made, but it was unable to obtain fire
insurance coverage at reasonably com-
petitive rates and that It will continue its
efforts to obtain adequate fire insurance
coverage at competitive rates.

(c) The provisions in paragraph (b) of
this section shall be applicable with re-
spect to the insurance of all mortgages

whether Insured prior to My 8, 1968, or
Insured on or after such date.

(d) The mortgagee shall not be liable
for damage to the property by waste in
connection with mortgage Insurance
claims paid on or after July 2, 1968.
§ 234.273 Assessment of taxes.

Mhen a family unit is conveyed to the
Commissioner or a mortgage is assigd
to the Commizzioner, the unit shall be
asse=ed and subject to a=sment for
taxes pertaining only to that unit.
§ 234.274 Certificate of tax asessment.

The mortgagee shall certify, as of the
date of filing for record of the deed or
asignment of the mortgage to the Com-
missioner, that the family unit Is as-
cessed and subject to assessment for
taxes pertaining only to that unit.
§ 234.275 Certificate or Statement of

condition.

(a) At the time of the assignment of
the mortgage or conveyance of the prop-
erty to the Commissioner, the mortgagee
shall, as of the date of the fling for rec-
ord of the deed or assignment, either:

(1) Certify that the condtions of
§ 234.270(a) have been met; or

(2) Submit a statement describing any
such damnge that may still exist.

(b) In the absence of evidence to the
contrary, the mortgagee's certificate or
its statement as to damage shall be ac-
cepted by the Commissioner as estab-
lishing the condtion of the family unit

and the common areas and facilities In-
cluding restricted common areas and fa-
clltles designated for the particular unit.
§ 234.280 Cancellation of hazard insur-

ance.

The provisions of § 203.382 incorpo-
rated by reference shall apply to hazad
insurance policies carried solely for the
familyunit.
§ 234.205 Waived title objections.

The Commissioner shall not object to
title by reason of the following matters:

(a) Violations of a restriction based on
race, color or creed, even where such
restriction provides for a penalty of re-
version or forfeiture of title or a lien
for liquidated damage.

(b) Easements for public utilities
along one or more of the property lines.,
provided the exercise of the rights there-
under do not Interfere with any of the
buildings or improvements located on
the subject property.

(c) Encroachment on the subject
property by improvements on adjoining
property, provided such encroachments
do not Interfere with the use of any im-
provements on the subject property.

(d) Variations between the length of
the subject property lhn'- as shown on
the application for insurance and as
shown by the record or possession lines,
provided such variations do not Inter-
fere with the use of any of the improve-
ments on the subject property.

(e) Customary building or use reztric-
tions for breach of which there is no
reversion and which have not been vio-
lated to a material extent.
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Subpart C-Eligibility Require-
ments-Projects-Conversion Indi-
vidual Sales Units

§ 234.501 Incorporation by reference.
(a) All of the provisions of Subpart

A, Part 207 of this chapter concerning
eligibility requirements of mortgages cov-
ering multifamily housing under section
207 of the National Housing Act apply to
blanket mortgages on condominium proj-
ects insured under section 234 of the
National Housing Act except the follow-
ing provisions.
Sec.
207.1 Application filing and approved fees.
207.4 Maximum mortgage amounts.
207.11 Soundness of project.
207.14 Prepayment privilege; prepayment

and late charges.
207.15 Issuance of bonds secured by trust

indenture.
207.19 Required supervision of private

mortgagors.
207.20 Occupancy requirements.
207.23 Eligibility of property.
20724 Development of property.
207.31 Eligibility of miscellaneous type

mortgages.
207.32 Eligibility of refinancing transac-

tions.
207.33 Eligibility of mortgages on trailer

courts or parks for trailer coach
mobile dwellings.

(b) For the purposes of this subpart
all references in Part 207 of this chapter
to section 207 of the Act shall be con-
strued to refer to blanket mortgages
insured under section 234 of the Act.
§ 234.505 Definitions.

As used in this subpart, the following
terms shall have the meaning indicated.

(a) "Act" means the National Housing
Act as amended.

(b) "Commissioner" means the Fed-
eral Housing Commissioner or his au-
thorized representatives.

(c) "Insured mortgage" means a
mortgage insured by the endorsement
of the credit instrument by the Com-
missioner.

(d) "'Maturity date" means the date
on which the mortgage indebtedness
would be extinguished if paid in accord-
ance with periodic payments provided
for in the mortgage.

(e) "Mortgage" means such a first
lien upon real estate and other property
as is commonly given to secure advances
on, or the unpaid purchase price of, real
estate under the laws of the State, dis-
trfet or territory in which the real es-
tate is located, together with the credit
instrument or instruments, if any, se-
mired thereby. In any instance where an
operating loss loan is involved, the term
shall include both the original mortgage
and the Instrument securing the loan.

(f) "Mortgagee" means the original
lender under a mortgage, and its suc-
cessors and assigns, and includes the
holders of credit instruments issued
under a trust indenture, mortgage or
deed of trust pursuant to which such
holders act by and through a trustee
therein named.

(g) "Mortgagor" means the original
borrower under a mortgage and its suc-
cessors and assigns.

(h) "Replacement cost" is the cost, as
estimated by the Commissioner, of the
property or project when the proposed
improvements are completed. It may
include the land, the proposed physical
Improvements, utilities within the bound-
aries of the land, architect's fees, taxes,
interest during construction and such
other items of cost as approved by the
Commissioner.

(i) "State" includes the several States,
Puerto Rico, the District of Columbia,
Guam, and the Virgin Islands:
§234.506 Application filing and ap-

proved fees.
All of the provisions of § 207.1 of this

chapter relating to the filing of an ap-
plication for insurance and the fees to be
paid to the Commissioner apply to cases
involving mortgages to be insured under
this subpart, except that in all cases the
combined application, commitment, and
Inspection fees shall aggregate no less
than the following amounts:

(a) $50 per dwelling unit, in a case
involving new construction.

(b) $40 per dwelling unit, in a case
involving rehabilitation.
§ 234.510 Certification by mortgagee.

The application for insurance shall be
accompanied by a certification from the
mortgagee that the law of the jurisdic-
tion will permit the project to be con-
vertedto. a plan of apartment ownership
which will meet the requirements of this
part.
§ 234.515 Certification by mortgagor.

The application for insurance shall be
accompanied by a certification from the
mortgagor that it intends, upon comple-
tion of the project, to commit the owner-
ship of the project to a plan of apartment
ownership under which each family unit
in the project will be eligible for indi-
vidual mortgage insurance under section
234(c) of the Act. The mortgagor shall
further certify that it intends faithfully
and diligently to make all reasonable
effort to establish the plan of apartment
ownership and to sell the family units
to purchasers approved by the Com-
missioner.
§ 234.520 Eligibility of property.

a) A mortgage to be eligible for in-
surance shall be:

'(1) On real estate held in fee simple;
or

(2) On the Interest of the lessee in
real estate held under a lease having one
of the following terms:

(I) A period of not less than 95 years
and which is renewable.

(i) A period of not less than 75 years
to run from the date the mortgage is
executed.

(Cii) Any other period satisfactory to
the Commissioner which is not less than
55 years; provided the lease contains an
option in the lessee to extend the lease
to a total term of 75 years.

(b) Leases shall contain provisions
permitting the conversion of the project
to an FHA approved plan of apartment
ownership.

(c) The project shall consist of not
less than four dwelling units which may
be detached, semidetached, or row houce,
or multi-family structures.
§234.525 Maximum miortgago

amounts--new construction.

The mortgage may involve it principal
obligation not in excess of the lowest of
the following limitations:

(a) Dollar limitation. $20,000,000 if
executed by a Private Mortgagor, or
$25,000,000 if executed by a Public Mort-
gagor.

(b) Loan-to-value limitation. 90
percent of the Commissioner's estimate
of replacement cost of the project.

(c) Family unit limitation. For
such part of the property or project at-
tributable to dwelling use (excluding ex-
terior land improvement as defined by
the Commissioner) an amount per fami-
ly unit, depending on the number of
bedrooms, which may be:

(1) $9,900 without a bedroom.
(2) $13,750 with one bedroom,
(3) $16,500 with two bedrooms.
(4) $20,350 wtih three bedrooms.
(5) $23,100 with four or more

bedrooms.
(d) Individual unit limitation. An

amount equal to the sum of the unit
mortgage amounts determined under
the provisions of section 234(o) of the
Act, assuming the mortgagor to be the
owner and occupant of each family unit.
§ 234.530 Increased mortgage amounts.

(a) Elevator type structures. In
order to compensate for the higher coots
incident to construbtion of elevator type
structures of sound standards of con-
struction and design, the Commilsioner
may increase the dollar amount limlta-
tion per family unit as provided fi
§ 234.525(c) to not to exceed:

(1) $11,550 per family unit without a
bedroom.

(2) $16,500 per family unit with one
bedroom.

(3) $19,800 per family unit with two
bedrooms.

(4) $24,750 per family unit with three
bedrooms.

(5) $28,050 per family unit with four
or more bedrooms.

(b) High cost areas. (1) In any go-
graphical area where the Commissloner
finds cost levels so require, the Comnnir-
sioner may increase, but not to exced
45 percent, the dollar amount limitationsi
set forth in paragraph (a) of this rco-
tion and in § 234,525().

(2) If the Commitaioner finds that
because of high costs in Alaska, Guam,
or Hawaii, It is not feasible to construct
dwellings without the sacrifice of soutd
standards of construction, design and
livability within the limitations of maxi-
mum mortgage amounts provided in this
part, the principal obligation of mort-
gages may be increased in such amounts
as may be necessary to compensate for
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such costs, but not to exceed, in any
event, the maximum, including high cost
area increases, if any, otherwise appli-
cable by more than one-half thereof.
§ 234.531 Loans to cover 2 year operat-

ing loss.
(a) Operating loss determination.

When the Commissioner determines that
an operating loss has occurred during the
first 2 years following completion of the
project, he may, in his discretion, accept
for insurance under this pdrt, a loan to
cover such loss. For the purposes of this
section, an operating loss shall occur
when the Commissioner determines that
the total of the taxes, interest on the
mortgage debt, mortgage Insurance pre-
miums, hazard insurance premiums, and
the expense of maintenance and opera-
tion of the project (excluding deprecia-
tion) exceeds the project income.

(b) Security instrument. The loan
shall be secured by an Instrument in a
form approved by the Commissioner for
use in the jurisdiction in which the
project Is located.

(c) Maximum interest rate. The loan
may bear Interest at such rate as may be
agreed upon by the mortgagee and the
mortgagor, but in no case shall such
rate exceed the rate in effect under
§ 207.7 of this chapter on the date the
commitment Is issued. Interest shall be
payable in monthly Installments on the
principal then outstanding.

(d) Maturity. The loan shall be
limited to a term not exceeding the un-
expired term of the original mortgage.
§ 234.535 Adjusted mortgage amount-

rehabilitation projects.
In addition to the maximum mort-

gage amount limitations of §§ 234.525
and 234.530, a mortgage having a princi-
pal amount computed in compliance with
the applicable provisions of this sub-
part, and which involves a project to
be repaired 'or rehabilitated, shall be sub-
Ject to the following additional limita-
tions:

(a) Property held in fee. If the mort-
gagor is the fee simple owner of the proj-
ect, the maximum mortgage amount shall
not exceed 100 percent of the Commis-
sioner's estimate of the cost of the pro-
posed repairs or rehabilitation.

(b) Property ubect to existing mort-
gage. If the mortgagor owns the proj-
ect subject to an outstanding indebted-
ness, which Is to be refinanced with part
of the insured mortgage, the maximum
mortgage amount shall not exceed the
sum of:

(1) The Commissioner's estimate of
the cost of the repair or rehabilitation;
and

(2) Such portion of the outstanding
indebtedness as does not exceed 90 per-
cent of the Commissioner's estimate of
the fair market value of such land and
improvements prior to the repair or re-
habilitation.

(c) Property to be acquired. If the
project is to be acquired by the mort-
gagor and the purchase price is to be
financed with a part of the Insured mort-
gage, the maxinum mortgage amount

shall not exceed 90 percent of the sum
of:

(1) The Commissioner's estimate of
the cost of the repair or rehabilitation;
and

(2) The actual purchase price of the
land and improvements, but not In ex-
cess of the CommIsioner's estimate of the
fair market value of such land and im-
provements prior to the repair or re-
habilitation.
§ 234.540 Reduced mortgage amount-

leaseixolds.
In the event the mortgage Is on a

leasehold estate rather than on a fee
simple holding, the value or replacement
cost of the property on which the mort-
gage is based is the value or replace-
ment cost of the property in fee simple
reduced by an amount equal to the

,capitalized value of the ground rent.
§ 234.545 Prepayment privilege and

prepayment charges.
(a) Prepayment privilege. The mort-

gage shall contain a provision permitting
the mortgagor to prepay the mortgage
in whole or in part upon any interest
payment date, after giving to the mort-
gagee 30 days notice in writing in ad-
vance of Its intention to prepay.

(b) Prepayment charge. The mort-
gage may contain a provision for such
charge, in the event of prepayment of
principal, as may be agreed upon between
the mortgagor and mortgagee. How-
ever, the mortgagor shall be permitted
to prepay up to 15 percent of the orig-
inal principal amount of the mortgage
in any one calendar year without any
prepayment charge. No prepayment
charge shall be collected if prepayment
results from either of the following:

(1) A payment requirement of the
Commissioner.

(2) Prepayment of the project mort-
gage as part of a plan for committing
the ownership of the project to family
unit ownership.
§ 234.550 Late charge.

The mortgage may provide for the col-
lection by the mortgagee of a late charge,
not to exceed two cents for each dollar
of each payment to interest and principal
more than 15 days in arreara, to cover the
extra expense involved In handling de-
linquent payments. Late charges shall
be separately charged to and collected
from the mortgagor and shall not be de-
ducted from any aggregate monthly
payment.
§ 234.555 Zoning, deed or building re-

strictions.
The project when constructed or re-

habilitated shall not violate any material
zoning or deed restrictions applicable to
the project site, and shall comply with
all applicable building and other govern-
mental regulations.
§ 234.560 Supervision by Comnis.

sioner.
(a) In generaL All of the provisions

of § 207.19 of this chapter relating to re-
quirements incident to Insurance of ad-

vances as well as those concerning labor
standards and prevailing wage require-
ments, apply to mortgages executed by
eligible mortgagors under this subpart
but paragraphs (a). (b), (e), (f), (g)
and (h) of such § 207.19 do not apply.

(b) Type of supervision. The Com-
misloner may regulate and restrict the
mortgagor as long as the Commissioner
is the insurer, holder or re-insurer of the
mortgage. Such regulation or restric-
tion may be in the form of a regulatory
agreement, corporate charter or such
other means as the Commissioner
approves.
§ 234.565 Occupancy requirements.

(a) Family with children. The mort-
gagor shall certify under oath to the
Commissioner that:

(1) In selecting tenants for the proj-
ect, or in selling family units under the
plan for apartment ownership, the mort-
gagor will not discriminate against any
family because it includes children.

(2) The mortgagor will not sell the
project while the mortgage Insurance Is
In effect, unless the purchaser makes the
certification required in subparagraph
(1) of this paragraph.

(b) Transient or hotel purposes. The
mortgagor shall certify under oath to the
Commissioner that, so long as the mort-
gage Is Insured by the Commissioner, the
mortgagor will not rent, permit the
rental or permit the offering for rental
of the housing, or any part thereof, cov-
ered by such mortgage for transient or
hotel purposes. For the purpose of this
certificate, the term rental for transient
or hotel purposes shall mean (1) rental
for any period less than 30 days, or (2)
any rental, If the occupants of the hous-
ing accommodations are provided cus-
tomary hotel services such as room serv-
ice for food and beverages, maid service,
furnishing and laundering of linens, and
bellboy service.
§ 234.570 Advance amortization re-

quirements.
If prior to th2 beginning of amortiza-

tion net Income, as defined by the Com-
missioner, Is received as a result of the
operation of the project, such net in-
come, to the extent determined by the
Commissioner, shall be deposited in an
escrow account pursuant to an agree-
ment approved by the Commissioner.
The agreement shall provide that dis-
bursement shall be made only as directed
by the Commisoner.

Subpart D--Confract Rights and
Obligations-Projecis

§ 234.751 Incorporation by reference.
(a) All of the provisions of §§ 207.251

et smeq. (Part 207, Subpart B) of this
chapter covering mortgages insured
under section 207 of the National Hous-
ing Act shall apply to mortgages insured
under section 234(d) of such Act.

(b) For the purposes of this subpart,
all references In Part 207 of this chapter
to section 207 of the National Housing
Act shall be construed to refer to sec-
tion 234(d) of the act.
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PART 235-MORTGAGE INSURANCE
AND ASSISTANCE PAYMENTS FOR
HOME OWNERSHIP AND PROJECT
REHABILITATION

Subpart A-Eligibility Requirements-Homes for
Lower Income Families

Sec.
235.1 Incorporation by reference.
235.5 Definitions used in this subpart.
235.1 Application and commitment exten-

sion fees.
235.10 Eligible mortgagors.
235.12 Sellers' reimbursement agreement.
235.15 Eligible types of dwellings.
235.20 Requirements for family unit in

condominium.
235.22 Mortgage provisions.
235.25 Maximum mortgage amount.
235.30 Increased mortgage amount-igh

cost areas.
235.35 Mortgagor's investment.
235.40 Late charge.
235.45 Eligibility requirements for pur-

chaser from rehabilitation sales
project.

Subpart B--Contract Rights and Obligations-
Homes for Lower Income Families

235.201 Incorporation by reference.
235.205 Deed in lieu of foreclosure.
235.210 Request by Commissioner for as-

signment of mortgage.
235.215 Method of paying insurance bene-

fits.
236.220 Condition of property.

SprcrAL Paovsiors APPLmcABLE ONr TO
MoToAGmr INVOLVING CoiNDo qru IUx Unrr

235.221 Valved title objections.
235.225 Changes in plan of apartment

ownership.
235.230 Condition of multifamily structure.
235.235 Certificate or statement of condi-

tion.
235.240 Assessment of taxes.
235.245 Certificate of tax assessment.
235.250 Cancellation of property insurance.

Subpart C-Assistance Payments--Homes for
Lower Income Families

235.301 Definitions.
235.305 Contract for assistance payments.
235.310 Execution of assistance payment

contract.
235.315 Qualified homeowners.
235.320 Limitation of sales price.
235.325 Qualified cooperative members.
235.330 Cooperative units eligible for assist-

ance payments.
235.335 Assistance payments and handling

charges.
235.340 Time of payment.
235.345 Term of assistance payment con-

tract.
235.350 Mortgagor's biennial recertification
235.355 Mortgagor's optional recertification.
235.360 Adjustments in assistance payments.
235.365 Mortgagee records.
235.370 Effect of assignment of mortgage

with an assistance payment
contract.

235.375 Termination of the assistance pay-
ment contract.

235.449 Effect of amendments.

Subpart D--Eligibllity Requirements-
Rohabilitatlon Soles Projects

235.501 Incorporation by reference.
235.505 Definition of nonprofit mortgagor.
235.510 Application.
235.515 Special certiflcations--famlly unit

ownership.
235.520 Application, commitment, and in-

spection fees.
235.525 Eligible mortgagors.

se.
235.530
235.535
235.640
235.545
235.550
235.555
235.560
235.565

Eligible types of property.
Maximum mortgage amount.
Maximum interest rate.
Application of payments.
Late charges.
Prepayment privileges.
Financial requirements.
Rental of housing units.

Subpart E-Contract Rights and Obligations-
Rehabilitation Sales Projects

235.701 Incorporation by reference.
235.705 Forbearance relief.
235.710 Request by Commissioner for as-

signment of mortgage.
235.715 Payment of insurance benefits.
235.720 Adjusted premium charge.

Subpart F-Assistanco Paiments--
Rehabilitation Sales Projects

235.801 Assistance payment contract.
235.805 Eligible mortgages.
235.810 Term of payments.
235.815 Time of payments.
235.820 Amount of assistance payments.
235.825 Application of payments.
235.830 Mortgagee records.
235.835 Effect of assignment of mortgage.
235.999 Effect of amendments.

Au r orrr: The provisions of this 'Part
235 issued under sec. 211, 52 Stat. 23, as
amended. see. 235, 82 Stat. 477, as amended;
12 U.S.C. 1715b, 1715z.

Subpart A-Eligibility Require-
ments-Homes for Lower Income
Families

§ 235.1 Incorporation by reference.
(a) All of the provisions of Subpart

A, Part 203 of this chapter concerning
eligibility requirements of mortgages
covering one- to four-family dwellings
under section 203 of the National Hous-
ing Act apply to mortgages insured un-
der section 235(i) of the National Hous-
ing Act, except the following provisions:
203.12 Application and commitment exten-

sion fees.
203.16 Certificate and contract regarding

use of dwelling for transient or
hotel purposes.

203.17 Mortgage provisions.
203.18 Maximum mortgage amounts.
203.19 Mortgagor's minimum investment.
203.25 Late charge.
203.28 Economic soundness of project.
203.29 Eligible mortgages in Alaska, Guam,

or Hawaii.
203.33 Relationship of income to mortgage

payments.
203.3 Certificate and contract regarding

use of dwelling for transient or
hotel purposes.

203.38 Location of dwelling.
203.42 Rental properties.
203.43 Eligibility of miscellaneous type

mortgages.
S203.44 Eligibility of open-end advances.
203.50 through 203.102 Insured home im-

provement loans.

(b) For the-purposes of this subpart,
all references n Part 203 of this chapter
to section 203 of the Act shall be con-
strued to refer to section 235 of the Act.
§ 235.5 Definitions used in this subpart.

As used in this subpart, the following
terms shall have the meaning indicated:

(a) "Adjusted annual income" means
the annual family income remaining

after making certain exclusions from
gross annual income. The following Items
shall be excluded, in the order listed,
from family gross annual income:

(1) 5 percent of such gross annual in-
come, in lieu of amounts to be withheld
(social security, retirement, health In-
surance, etc.).

(2) Any unusual income or temporary
income, as defined by the Commissioner.

(3) The earnings of each minor in the
family who is living with such family,
plus the sum of $300 for each such
minor.

(b) "Displaced family" means a fram-
ily displaced from an urban renewal area,
or as a result of a governmental action,
or as a result of a major disaster as de-
termined by the President.

(c) "Family" means (f) wo- or more
persons related by blood, marriage, or op-
eration of law, who occupy the same
dwelling or unit; (2) a handicapped per-
son who has a physical impairment
which is expected to be of long-continued
and Indefinite duration, substantially
impedes his ability to live Independently,
and Is of such a nature that his ability to
live independently could be improvcd by
more suitable housing conditions; or (3)
a single person, 62 years of age or older.

(d) "Gross annual income" means the
total income, before taxes and other de-
ductions, received by all members of the
mortgagor's household. There shall be
included in this total income all wages,
social security payments, retirement
benefits, military and veteran's dis-
ability payments, unemployment bene-
fits, welfare benefits, interest and divi-
dend payments, and such other income
items as the Commissioner considers
appropriate.

(e) "Minor" means a person under the
age of 21. As used in this subpart, minor
shall not include a mortgagor or his
spouse.
§235.7 Application and comminntent

extension fees.
All of the provisions of § 203,12 of this

chapter, concerning application and
commitment extension fees, apply to
mortgages insured under this part, ex-
cept that the mortgagee shall not be re-
quired to pay an application or a com-
mitment extension fee where the dwell-
ing or family 'unit involved is being re-
leased from a project mortgage which is
Insured at the time of the release under
one of the parts of this chapter.
§ 235.10 Eligible mortgagoro.

In order to be eligible under this sub-
part, the mortgagor shall have assets and
an annual income within the limits pro-
scribed by the Commissioner,
§ 235.12 Sellers' renbursement agree.

ment.
In order to be eligible under this sub-

part, If the mortgage covers a dwelling
which Is more than 1 year old on the date
of the insurance commitment and the
insurance commitment was issued after
April 9, 1971, the following agreement
must be executed by the proper partle:
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SELLERS' P muRSEENT AG=REEMNT
PHA Case No ------------

This agreement made in triplicate this
------ day of by and between

- hereinafter referred to as the
Seller(s), and the Federal Housing Admlnis-
tration, hereinafter referred to as the
Insurer: I VESESETH

Whereas, the Seller(s) desire(s)- to sell the
premises located at
with a mortgage to be insured under section
235 of the National Housing Act.

Whereas, the Insurer will provide mortgage
insurance on said premises under section
235 of the National Housing Act.

1. Now, therefore, in consideration of the
sale of a single-family dwelling located at

(insert address, city, county, and State)
which was more than 1 year old on

(insert date of issuance of insurance

commitment)
and that the purchase of such dwelling is
being financed by a mortgage insured under
section 235 of the National Housing Act, and
in order to induce the buyer(s) and mortga-
gor(s) to buy such dwelling and the Secre-
tary of Housing and Urban Development to
insure and subsidize such mortgage, the
undersigned Seller hereby agrees, or Sellers
hereby jointly and severally agree, intend-
ing to be legally bound, to reimburse the
Secretary for any payments made by him to
correct or compensate the buyer(s) for struc-
tural or other defects which- seriously affect
the use and livability of such dwelling, and
hereby certify that no such defect now exists.

(Strike out 2.a. or 2.b., whichever is in-
applicable, and have the Seller(s) and mort-
gagee initial opposite thepart deleted.)

2.a. The Seller(s) hereby certifies(y) that
he is (they are) the current or most recent
occupant(s) of the property being sold.

2.b. The Seller(s) hereby certlfies(y) that
he, is (they are) not the occupant(s) of
the property being sold and that he has
(they have) deposited in escrow with

------------- an amount equal-

(- ortgagee)
ling 5 percent of the sales price of the prop-
erty covered by this agreement. (The escrow
may be in the form of cash, bond, letter of
credit, or any other assurance of payment
satisfactory to the mortgagee collected or
obtained at the time of closing.) The Sel-
ler(s) hereby authorize(s) the holder of this
escrow to transfer to the Insurer all or such
part of these funds as the Insurer, in its
sole discretion, determines must be expended
to correct or to compensate the purchaser
for structural or other defects which seri-
ously affect the use and livability of the
premises. Seller(s) also hereby agree(s) to
reimburse the Insurer above and beyond the
amount escrowed to repair the structural
or other defects covered by this agreement.
Insurer's determination as to the necessity
for, the reasonableness of the amount to be
expended for, or the method to be used in
performing such corrections or compensa-
tion, shall be final and conclusive.

The Insurer and Seller(s) hereby agree that
any unused escrow funds set aside pursuant
to this agreement including any unused in-
terest shall be returned to the Seller(s) by
the escrow holder on the first day of the
fourteenth month following the date of the
insurance of the mortgage or at such earlier
time as may be approved by the Insurer.

The mortgagee hereby acknowledges re-
ceipt from the Seller(s) of $_-_ in the
form of ------------ (indicate whether de-
posit in cash or other form) which it agrees
to hold in escrow and to disburse only in

accordance with the terms of this agree-
ment; and that, if the escrow Is in the form of
cash, It will place such cash In an Interest
bearing account Insured by FDIC or FSLIC
under which all interest accrued will be
added to the amount escrowed.

3. The Seller(s) agree(s) to keep the mort-
gagee Informed of any change In address and
the Seller(s) understand(s) that a refuml
to satisfy a claim under this agreement could
result in a denial to him (them) of future
participation in HOD programs.

VAn G

Section 1010 of title 18, U.S.C., "Federal
Housing Administration transactions," pro-
vides: "Whoever, for the purpose of * 0 0
Influencing in any way the action of such
Administration 0 0 * makes, pa=cs, utters,
or publishes any statement, knowing the
same to be false * 0 0 shall be fined not
more than $5,000 or imprIsoned not more
than 2 years, or both."

In Testimony Whereof, the parties hereto
affix their signatures and reals the day and
year first above mentioned.

(Seller)

(Seller)

(Address)
Federal Housing Administration, Depart-

ment of Housing and Urban Development.

By:

Mortgagee

By:

Addre-s

In the event that the mortgagee ob-
tains neither the Sellers' certification as
to occupancy nor the 5 percent deposit
required under the Sellers' Reimburse-
ment Agreement, the mortgagee shall be
liable to reimburse the Secretary in an
amount not to exceed 5 percent of the
sales price, jointly and severally with the
Seller(s).
§ 235.15 Eligible types of dwellings.

The mortgage shall involve one of the
following types of dwellings:

(a) A single family dwelling, concern-
ing which the application for insurance
is approved by the Commnis'oner prior to
the beginning of construction or prior
to the beginning of rehabilitation.

(b) A two-family dwelling, one of the
units of which Is to be occupied by the
owner, if the dwelling Is purchased with
the assistance of a nonprofit organiza-
tion and Is approved by the Commis-
sioner prior to the beginning of substan-
tial rehabilitatlon
(c) A one-family unit n a condomin-

ium project (together with an undivided
interest in the common areas and fa-
cilities serving the project) which Is
released from a multifamily project, the
construction or substantial rehabilita-
tIon of which shall have been completed
not more than 2 years prior to the
filing of the application for assistance
payments under Subpart C of this part.
The family unit shall have had no
previous occupant other than the
mortgagor.

24637

d) An existing single family dwelling
or a family unit in an existing condo-
minium project which meets such stand-
ards as the Commissoner may prescribe
'and which Is to be occupied by a mort-
gagor of one of the following types:

(1) A displaced family.
(2) A family that has been occupying

low rent public housing.
(3) A family with five or more minor

persons.
(e) A family unit in an existing project

which Is released from a multifamily
project covered by a mortgage insured
pursuant to § 236.1 et seq. or which is
released from a multifamily project in
which the housing owner has been re-
ceiving rent supplement payments pur-
suant to § 5.1 et seq. of this title.

(f) An existing single family dwelling
or a family unit in an existing con-
dominlum project concerning which as-
sistance payments have been made on
behalf of the previous owner of the dwell-
ing or family unit, if the previous owner
was the mortgagor under a mortgage
insured pursuant to § 235.45.

(g) An existing single family dwelling
or a family unit In an existing con-
dominium project which meets such
standards as the Commissioner pre-
scribes and concerning which an applica-
tion for assistance payments is filed
pursuant to § 235.301 et seq. and ap-
proved prior to July 1, 1971.
§ 235.20 Requirements for family unit

in condominium.

Where the dwelling involved Is a one-
family unit in a condominium project,
the following additional requirements
shall be met:

(a) FHA Project financing. The proj-
ect n which the family unit is located
shall (except where it involves 11 or less
units) have been financed with a mort-
gage which Is or has been insured under
any of the FHA multifamily housing
programs other than sections 213(a) (1)
and 213(a) (2) of the National Housing
Act.

(b) Plan of apartment ownership. The
project in which the family unit is
located shall have been committed to a
plan of apartment ownership by enabling
deed, deed of constitution, public deed,
or other recorded Instrument which has
been approved by the Commissioner and
which is certified by the mortgagee as.
acceptable and binding within the juris-
diction where the project is located.

(c) Certificate bJ mortgagee. The
mortgagee shall certify as to each of the
following:

(1) That the individual deed for the
family unit to be covered by an FHA-
insured mortgage complies with all legal
requirements of the Jurisdiction and that
ownership thereunder Is subject to the
plan of apartment ownership.

(2) That the mortgagor has good and
marketable title to the family unit sub-
Ject only to the mortgage which is a
valid first lien on the property.

(3) That the family unit is assessed
and subject to assessment for taxes per-
taining to the unit.
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(d) FHA controls for consumer and
public interest. The Commissioner may
require the execution of a regulatory
agreement which shall be made ap-
plicable to any association of owners and
to any subsequent owner of a family
unit. The Commissioner may impose
such additional conditions and provi-
sions as he deems necessary for the
protection of the consumer and public
interest.

(e) Mortgage covenant concerning
common expqnses and assessments.
The mortgage'shall contain a covenant
by the mortgagor to pay the allocated
share of the common expenses or assess-
ments and charges by the Association of
Owners as provided in the Plan of Apart-
ment Ownership and a provision ap-
proved by the Commissioner by which
the regulatory agreement is incorporated
in and made a part of the mortgage.

(f) Definition of term "assessment".
As used in the mortgage, the term
"assessment", except where it refers to
assessments and charges by the Associa-
tion of Owners, shall mean special
assessments by State or local govern-
mental agencies, districts or other pub-
lie taxing or assessing bodies.
§ 235.22 Mortgage provisions.

(a) Mortgage form. The -mortgage
shall be executed upon a form approved
by the Commissioner for use in the juris-
diction in which the property covered
by the mortgage is situated and shall be
a first lien upon property that conforms
with property standards prescribed by
the Commissioner. The entire principal
amount of the mortgage must have been
disbursed to the mortgagor or to his
creditors for his account and with his
consent.

(b) Mortgage multiples. The mortgage
shall involve a principal obligation in
multiples of $50.

(c) Payments. The mortgage shall:
(1) Come due on the first of the

morth.
(2) Have an amortization period of

either 10, 15, 20, 25, 30, 35, or 40 years
by providing for either 120, 180, 240, 300,
360, 420, or 480 monthly amortization
payments.

(d) Maturity. (1) The mortgage shall
provide for complete amortization not to
exceed 30 years from the date of the
beginning of amortization of the mort-
gage, except that such maturity may be
35 or 40 years in the case of, any mort-
gagor, if it is determined by the Com-
missioner that the mortgagor is not able
to make the required payments under a
mortgage having a shorter amortization
period and if each of the following re-
quirements is met:

(I) The dwelling was approved for
mortgage insurance by the Commissioner
or by the Farmers Home Administration
prior to the beginning of construction or
approved for guaranty, insurance, or
direct loan by the Administrator of Vet-
erans' Affairs prior to such construction.

(i) The dwelling was inspected by the
Commissioner or by the Farmers Home
Administration and found to have been

completed in compliance with the terms
of the FEEA commitment, or inspected by
the VA and found to have been com-
pleted in compliance with the terms of
the VA Certificate of Reasonable Value.

(2) No mortgage shall have a maturity
exceeding three-quarters of the Commis-
sioner's estimate of the remaining eco-
nomic life of the building improvements.
If this limitation results in a term of less
than 15, 20, 25, 30, 35, or 40 years, the
term shall be adjusted to the next lower
5-year period.
§ 235.25 Manimum mortgage amount.

A mortgage shall not exceed the fol-
lowing:

(a) $18,000 for a single-family dwell-
ing or a one-family unit in a condomin-
ium project, except that such amount
may be increased to $21,000 in the case
of a family with five or more persons.

(b) $24,000 for a two-family dwelling.
§ 235.30 Increased mortgage amount-

high cost areas.

In any geographical area where the
Commissioner finds cost levels so require,
the Commissioner may increase the dol-
lar amount limitations set forth in
§ 235.25 to an amount not to exceed the
following:

(a) $21,000 for a single-family dwell-
ing or a one-family unit in a condomin-
ium project, except that such amount
may be increased to $24,000 in the case
of a family with five or more persons.

(b) $30,000 for a two-family dwelling.
§ 235.35 Mortgagor's investment.

(a) At the time a mortgage is in-
sured, the mortgagor shall have paid on
account of the property either of the
following amounts:

(1) $200, if the mortgagor's adjusted
annual income is not in excess of 135
percent of the maximum limits estab-
lished in the area for initial occupancy
in public housing dwellings.,

(2) 3 percent of the Commissioner's
estimate of the cost of acquisition, if the
mortgagor's adjusted annual income ex-
ceeds 135 percent of the maximum limits
established in the area for initial occu-
pancy in public housing dwellings.

(b) The mortgagor's payment of the
investment prescribed in paragraph (a)
shall be in cash or its equivalent. This
investment may be applied for the pay-
ment of closing costs and initial pay-
ments for taxes, hazard insurance premi-
ums, mortgage insurance premiums, and
other prepaid expenses.
§ 235.40 Late charge.

A late charge may be collected by the
mortgagee for each payment more than
15 days in arrears, but such charge shall
not exceed 2 cents for each dollar of the
mortgagor's share of the monthly pay-
ment. Such charge shall be separately
billed to and collected from the mortga-
gor and shall not be deducted from any
aggregate monthly payment. Such charge
shall not be included in the assistance
payment.

§ 235.45 Eligibility requirements for
purchaser from rchabilitation calco
project.

(a) Except as provided in this section,
all of the provisions of this subpart shall
apply to the insurance under section
235(j) (4) of the National Housing Act
of a mortgage financing the purchase by
a lower income person from a rehabili-
tation sales project of a single or two-
family dwelling or a family unit In a
condominium project. The rehabilitation
sales project shall be financed with a
mortgage insured under either section
221(h) (1) of the.National Housing Act
or section 235(j) (1) of such Act.

(b) The mortgagee shall not be re-
quired to pay an application or commit-
ment extension fee.

(c) The mortgage shall comply with
each of the following requirements:

(1) It shall involve a principal obliga-
tion in an amount not exceeding that
portion of the unpaid balance of the
project mortgage which is allocable to
the dwelling or family unit being
purchased.

(2) It shall bear interest at the maxi-
mum rate permitted under § 203.20 at the
time the commitment for insurance was
issued for the project mortgage.

(3) It shall be limited to the term of
the project mortgage remaining at the
time of the purchase.

(d) The purchase price of the dwelling
or family unit shall equal that portion
of the unpaid balance of the project
mortgage which Is allocable to the dwell-
ing or family unit plus such additional
amount, not less than $200, as the Com-
missioner may determine to be reason-
able. This additional amount may be paid
in cash or its equivalent, and may be
applied in whole or in part toward olos-
Ing costs. It shall be paid by the mortga-
gor in lieu of the minimum investment
prescribed in § 235.25.

(e) The mortgagor shall be required to
have an annual income within the lim-
its prescribed by the Commissioner, but
the asset limits prescribed for mort-
gagors under mortgages Insured pursu-
ant to §§ 235.1 through 235.40 shall not.
be applicable.

Subpart B-Contract Rights and Obli-
gations-Homes for Lower Income
Families

§ 235.201 Incorporation by reference.
() All of the provisions of Subpart

B, Part 203 of this chapter covering
mortgages insured under section 203 of
the National Housing Act apply to mort-
gages insured under section 235 of the
National Housing Act, except the follow-
ing provisions:
See.
203.305

203.306

203.307
'203.308

203.309

Open-end advance subject to open-
end charge.

lMethod of payment of open-end
charge.

Calculation, amount, and duo dato
of open-end charge.

Duration of open-end charge.
Pro rata payment of open-cnd

charge,
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Zec.
203.357 fleedinlieu of foreclosure.
203.379 Adjustment for fire, flood, earth-

quake, or tornado damage.
203.380 Certificate of property condition.
203.389 Waivedtitle objections.
203.4-00 Method of payment.
203.420 Nature of Mutual Mortgae Insur-

ance Fund.
203.A21 Allocation of Mutual Mortgage In-

surance Fund Income or loss.
203.422 Rights and liability under Mutual

Mortgage Insurance Fund.
203.423 Distribution of distributive shares.
203.421 Maximum amount of distributive

shares.
203.425 MFnality of determination.
203.426 Inapplicability to housing in older,declining urban areas.
203.440 through 203.495 Insured home Im-

provement loans.

(b) 'The term "property" or "each
family dwelling unit" as used in
§§ 203.251 through 203.435 of this chapter
(Part 203, Subpart B) shall, when used

in connection with a family unit in a
condominium, be construed to include
"a one-family-unit and the undivided in-
terest in the common areas and facili-
ties".
§ 235.205 Deed in lieu of foreclosure.

All of the provisions of § 203.357 of this
chapter relating to the acceptance of a
deed in lieu of foreclosure shall apply to
mortgages insured under this part, except
that where a family unit in a condo-
-minium is involved, the deed in lieu of
foreclosure may be accepted only if the
mortgagee establishes to the satisfaction
of the Commissioner that there are no
unpaid assessments owed to the asso-
ciation or coopeative of owners.
§ 235.210 Request by Commissioner for

assignment of mortgage.

The mortgagee shall, when requested
by the Commissioner, assign to the Com-
missioner a mortgage on which assist-
ance payments are being made pursuant
to the provisions of § 235.301 et seq. If
the mortgage is not in default when the
Commissioner requests its assignment,
the first day of the month following the
Commissioner's request shall be consid-
ered as the date of default for the pur-
poses of computing therinsurance ben-
efits.
§ 235.215 Method of paying insurance

Benefits.
If the application for insurance bene-

fits is acceptable to the Commissioner,
the insurance claim shall be paid in cash,
unless the mortgagee files a written re-

-quest with the application for payment
in debentures. If such a request is made,
the claim shall be paid in debentures is-
sued in multiples of $50, with any balance
less than $50 to be paid in cash.
§ 235.220 Condition of property.

All of the provisions of § 203.379 re-
lating to the adjustment of the insur-
ance claim for fire, flood, earthquake or
tornado damage and all of the provisions
of § 203.380 requiring the mortgagee to
certify as to the condition of the prop-
erty shall apply to mortgages insured
under this subpart with the exbeption of
mortgages involving condominium units.
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Sections 235.230 -nd 235.235 contain the
comparable provisions applicable to
mortgages involving condominium units.
SPECIAL PROVIsiOzNS APPLICAXL Oz.= To

MORTGAGES I IVOLVnIG COxn OsnIIl
T h"s

§ 235.221 'Waived title objections.
(a) General protons. All of the pro-

visions of § 203.389 of this chapter (re-
lating to the waiver by the Commislioner
of objections to title) shall apply to
mortgages insured under this subpart,
with the exception of mortgages involv-
ing condominium units.

(b) Provisons applicable to condo-
miniums. Where the mortgage Involves
a condominium unit, the Commissioner
shall not object to title by reason 61 the
following matters:

(1) Violations of a restriction based
on race, color or creed, even where such
restriction provides for a penalty of re-
version or forfeiture of title or a lien for
liquidated damage.

(2) Easements for public utilities
along one or more of the property lines,
provided the exercise of the rights there-
under do not interfere with any of the
buildings or improvements located on the
subject property.

(3) Encroachments on the subject
property by Improvements on adjoining
property, provided such encroachments
do not interfere with the use of any Im-
provements on the subject property.

(4) Variations between the length of
the subject property lines as shown on
the application for insurance and as
shown by the record or possession lines,
provided such variations do not interfere
with the use of.any of the improvements
on the subject property.

(5) Customary buildings or use re-
strictions for breach of which there is no
reversion and which have not been vio-
lated to a material extent.
§ 235.225" Changes in plan of apartment

ounership.

The mortgagee shail notify the Com-
missioner of any change in the plan of
apartment ownership and in the admin-
istration of the property. Such notflea-
tion shall be given either at the time of
the conveyance of the property or at the
time of the assignment of the mortgage.
Any change in such plan shall require
approval by the Commissioner.
§ 235.230 Condition of multifamily

structure.

(a) When a family unit is conveyed
or a mort-gage is assigned to the Com-
missioner, the family unit and the com-
mon areas and facilities (including re-
stricted common areas and facilities)
diesignated for the particular unit shall
be.undamaged by fire, earthquake, tor-
nado, or boiler explosion. If the property
has been damaged, either of the follow-
ing actions shall be taken:

(1) The property may be repaired
prior to its conveyance or prior to the
assignment of the mortgage to the Com-
missioner.

(2) With the prior approval of the
Commissioner, the property may be con-
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-vyed or the mortgage assigned to the
s-l"er without repairing th

damage. In such instances, the Commis-
si ner shall deduct from the insurance
benefits either his estimate of the de-
crease in value of the family unit or the
cmount of any insurance recovery re-
ceived by the mortgagee, whichever
amount is the greater.

(b) If the property has been damaged
by fire and such property was not cov-
ered by fire insurance at the time of the
damage, the mortgagee may convey the
property or assgn the mortgage to the
Commisioner without deduction from
the insurance benefits for any loss oc-
casioned by such fire If the folowing
conditions are met:

(1) The property shall have been cov-
ered by fire insurance at the time the
mortzage was insured.

(2) The fire Insurance company sball
have later canceled or refused to renew
the policy.

(3) The mortgagee shall have notified
the Commissioner within 30 days (or
within such further time as the Com-

Is'ioner may approve) of the cancella-
tion of the fire insurance or of the re-
fusal of the insurina company to renew
the fire Insurance. This notification shal
have been accompanied by a certification:
of the mortgagee that diligent efforts
were made, but It was unable to obtain
fire insurance coverage at reasonably
competitive rates and that It will con-
tinue its efforts to obtain adequate fire
Insurance coverage at competitive rates.
§235.235 Certificate or sutement of

condition.

(a) At the time of conveyance of the
property or assignment of the mortgage
to the Commizsioner, the mortgagee
shall, as of the date of the fing for
record of the deed or assignment, either:

(1) Certify that the conditions of
235.230(a) have been met; or
(2) Submit a statement describing

any such damage that may still exist.
(b) In the absence of evidence to the

contrary, the mortgagee's crtificate. or
its statement as to damage shal be ac-
cepted by the Commis-ioner as establish-
Ing the condition of the family uit and
the common areas and facilities includ-
Ing restricted common areas and facil-
ities designated for the particular unit.
§ 235.240 Assessment of taxes.

When a family unit is conveyed to the
Commissioner or a mortgage is assigned
to the Commissioner, the ult shall be
a=-sd and subject to assessment for
taxes pertaining only to that unit.
§ 235.245 Certificate of tax assessment.

The mortgagee shall certify, as of the
date of filing for record of the deed or
assignment of the mortgage to the Com-
mni. ioner, that the family unit Is as-
sessed and subject to asz-nment for taxes
pertaining tothat unit.
§235.250 Cancellation' of property in-

s urace.
The provisions of § 203.382. relating to

the cancellation of hazard insurance
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upon filing for record of the deed to the
Commissioner, are incorporated by refer-
ence and shall apply to hazard insurance
policies carried solely for the family unit.

Subpart C-Assistance Payments-
Homes for Lower Income Families

§ 235.301 Definitions.
The definitions contained in § 235.5

shall apply to this subpart. In addition
the term "assistance payment" means
that portion of a homeowner's or co-
operative member's monthly mortgage
payment which the Commissioner be-
comes obligated to pay under an assist-
ance payment contract.
§ 235.305 Contract for assistance pay-

ments.
This subpart shall constitute the con-

tract between the mortgagee and the
Commissioner for assistance payments
pursuant to section 235(b) of the Na-
tional Aousng Act.
§ 235.310 Execution of assistance pay-

ment contract.

(a) Homeowners. The issuance of a
mortgage insurance certificate pursuant
to § 235.1 et seq. shall also constitute the
execution of the assistance payment con-
tract with respect to the mortgage being
insured.

(b) Cooperative members. The issu-
ance of a certificate approving an appli-
cation filed on behalf of a cooperative
member shall constitute the execution of
the assistance payment contract with re-
spect to member named in the certificate.
§ 235.315 Qualified homeowners.

To qualify for assistance payments,
the homeowner shall have, at the time
of application for assistance, assets and
an adjusted annual income which come
within the limits established by the Com-
missioner, and shall be a mortgagor
under a mortgage insured or to be in-
sured pursuant to Subparts A and B of
this part.
§ 235.320 Limitation of sales price.

To qualify for assistance payments, the
homeowner shall not have paid in con-
nection with the purchase of the property
with respect to which assistance pay-
ments are to be made more than the
Commissioner's estimate of value of such
property.
§ 235.325 Qualified cooperative mem-

bers.
To qualify for assistance payments,

the cooperative member shall have, at
the time of application for assistance,
assets and an adjusted annual income
which come within the limits established
by the Commissioner, and shall be one
of the following:

(a) A member of a cooperative asso-
ciation which operates a housing project
which has been constructed or substan-
tially rehabilitated not more than two
years prior to the filing of the applica-
tion for assistance payments and which
is financed with a mortgage insured
under §§ 213.1 through 213.280 of this
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chapter. The dwelling u~it occupied
by the cooperative member shall have
had no previous occupant.

(b) A member of a cooperative associ-
ation which operates an existing housing
project financed with a mortgage insured
under §§ 213.1 through 213.280 of this
chapter, if such member has acquired
membership and occupancy rights from
one who was receiving assistance
payments.

(c) A member of a cooperative asso-
ciation which operates an existing hous-
ing project financed with a mortgage in-
sured under §§ 213.1 through 213.280
of this chapter, if such member meets
one of the following qualifications:

(1) The member shall qualify as a dis-
placed family.

(-2) The member's family shall In-
clude five or more minor persons.

(3) The member's family shall have
been occupying low-rent public hous-
ing at the time the application for as-
sistance payments is filed.
§ 235.330 Cooperative units eligible for

assistance payments.
The maximum amount of the mortgage

attributed to the dwelling unit of the
cooperative member shall not exceed
$18,000 except that such amount may be
increased to $21,000 in the case of a fam-
ily of five or more persons. These
amounts may be increased to $21,000 and
$24,000 respectively, in any geographical
area where the Commissioner finds the
cost levels so require.
§ 235.335 Assistance payments and han-

dling charges.
(a) The assistance payment on behalf

of a mortgagor shall be the lesser of the
following:

(1) The difference between 20 percent
of the homeowner's or cooperative mem-
ber's adjusted monthly income and the
'required monthly payment under the
mortgage for principal, interest, taxes,
insurance, and mortgage insurance pre-
mium.

(2) The difference between the re-
quired monthly payment under the mort-
gage for principal, interest, and mort-
gage insurance premium a n d t h e
monthly payment which would be re-
quired for principal and interest if the
mortgage bore an interest rate of one
percent.

(b) The assistance payment on be-
half of a cooperative member shall be
in an amount computed by using the
formula prescribed in paragraph (a) of
this section and applying the coopera-
tive member's proportionate share of the
obligation under the project mortgage to
the items set forth in the formula.

(c) In addition to the assistance pay-
ment referred to in paragraphs (a) and
(b) of this section, the mortgagee shall
be entitled to the monthly payment-of
an amount the Commissioner deems suf-
ficient to reimburse the mortgagee for its
expense in handling the mortgage.
§ 235.340 Time of payment.

The assistance payment shall be due
on the first day of each month and shall

be paid upon the receipt of a billing, on a
form prescribed by the Commissioner,
from the mortgagee or Its authorized
agent.
§ 235.345 Term of assistance contract.

(a) Homeowners. The term of the as-
sistance payment contract shall begin on
the date of disbursement of mortgage
proceeds as shown on the commitment
for insurance and shall continue until
the contract is terminated pursuant to
§ 235.375.

(b) Cooperative members, The term
of the assistance payment contract shall
begin on the date of Issuance of a cer-
tificate approving an application fled on
behalf of a cooperative member and
shall continue until the contract Is
terminated pursuant to § 235.375,
§ 235.350 Mortgagor's biennial recertifi.

cation.

The mortgagee shall obtain from the
homeowner (or from the cooperative as-
sociation on behalf of the cooperative
member) a biennial recertification as to
occupancy, employment, income, and
family composition. This recertification
shall be on a form prescribed by the
Commissioner.
§ 235.355 Mortgagor's optional recertl.

fication.
Upon request of the mortgagor or co-

operative memiler, the mortgagee may
accept (during the first year following
the execution of the assistance payment
contract or during the first year following
a biennial recertification) a recertiflea-
tion as to occupancy, employment, In-
come, and family composition. This re-
certification shall be on a form prescribed
by the Commissioner.
§ 235.360 Adjustments in assigtance

payments.
The mortgagee shall make appropri-

ate adjustments in the amount of the
requested assistance payments to reflect
changes shown in the biennial or op-
tional recertification of the homeowner
or cooperative member. These adjust-
ments shall not be retroactive, In the
case of a biennial recertification, the
adjustment shall apply only to the
assistance payment for the next 2-year
period. In the case of an optional recer-
tification, the adjustment shall apply
only to the assistance payment at the
beginning of the second year of the cur-
rent 2-year period.
§ 235.365 Mortgagee records.

The mortgagee shall maintain such
records as the Commissioner may require
with respect to the mortgagor's pay-
ments, the mortgage assistance payments
received from the Commissioner, and the
biennial recertificatons of financial
status from the homeowner or mort-
gagor. Such records shall be kept on file
for a period of time and in a manner
prescribed by the Commissioner and shall
be made available, when requested, for
review and inspection by the Commis.
sioner or the Comptroller General of
the United States.
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§ 235.370 Effect of assignment of mort-
gage with an assistance payment con.
tract.

Where a mortgage covered by an assist-
ance payment contract Is sold to another
approved mortgagee, the buyer shall suc-
ceed to all the rights and become bound
by all the obligations of the seller under
such contract.
§ 235.375 Termination of the assistance

payment contract.

(a) The assistance payment contract
shall be terminated -when any one of the
following events occurs:

(1) The contract of mortgage insur-
ance is terminated, except where the
mortgage -has been assigned to the
Commissioner.

(2Y The homeowner or cooperative
member ceases to occupy the property,
except in the following instances:

(i) Where the property is purchased
by a homeowner who assumes" the
mortgage obligation and who meets the
income and asset requirements pre-
scribed by the Commissioner.

(ii) Where the cooperative member
transfers his membership and occupancy
rights to a new member who meets the
income and asset requirements prescribed
by the Commissioner.

(3) The mortgagee determinei that
the homeowner or cooperative member
ceases to qualify for the benefits of as-
sistance payments by reason of his in-
conie increasing to an amount enabling
him to pay the full monthly mortgage
payment by using 20 percent of his
income.

(4) Foreclosure is instituted or the
property is acquired by means other than
foreclosure by the mortgagee or the
Commissioner.

(b) Upon termination of the assist-
ance payment contract, the payment
due on the first day of the month in
which the termination occurs shall be
the last payment to which the mortgage
shall be entitled.

(c) The termination of the assistance
payment contract, where the mortgage
insurance contract is not simultaneously
terminated, shall have no effect on the
mortgage insurance contract.

(d) Where the assistance payment
contract is terminated as a result of the

-institution of foreclosure and the fore-
closure action is subsequently dismissed,
the assistance payment contract may be
reinstated by the Commissioner, in his
discretion and on such conditions as he
may prescribe. In the event of such rein-
statement, assistance payments will be
made to the mortgagee for those months
during which such payments -were
suspended.
§ 235.499 Effect of amendments.

The regulations in this subpart may
-be amended by the Commissioner at any
time and from time to time, in whole or
in part, but such amendment shall not
adversely affect the interests of a mort-
gagee 'under an existing contract for
assistance payments.

Subpart D-Eligibility Require-
ments-Rehabilitation Sales Proj-
ects

§ 235.501 Incorporation hiy reference.
(a) All of the provisions of Subpart

C, Part 221 of this chapter, concerning
eligibility requirements of moderate in-
come projects under section 221 of the
National Housing Act, apply with full
force and effect'to rehabilitation sales
projects insured under section 235(j) of
the National Housing Act, except the
following provisions:
Sec.
221.501 Certificate by Secretary to Commis-

sloner.
221.502 Application.
221.503 Application fcc.
221.504 Commitment fee.
221505 Inspection fee.
221.506 Fees on increczc.
221.510 Eligible mortgagors.
221.514 Ma4num mortgage amounts.
221.515 Adjusted mortgage amount-ro-

habilitatlon projects-
221.518 Maximum intcrczt rate.
221.523 Application of payments.
221.524 Prepayment brlvileZge.
221.525 Lato charges.
221.531 Supervision applicable to general

mortgagors.
221.532 Supervision applicable to limited

distribution mortzagoro.
221.533 Supervision applicable to coopera-

tive and Investor sponso mort-
agors.

221.534 Supervision applicable to coopera-
tive mortagora.

221.535 Supervision applicable to Investor
sponsor mortgagors.

221.535a Supervirion applicablo to builder-
Eeler mortiagorz.

221.536 Occupancy requirementz applicablo
to all mortgagor.

221.537 Additional occupancy require-
ments: preferred purchazra or
tenants.

221.540 Financial requirements.
221.543 Advance amortization.
221.545 Development of property.
221.546 Commercial and community facili-ties.
221.559 Eligibility of miscellaneous typo

mortgagors.
221.559b Eligibility for Insuranco inder mec-

tion 221(J) of mortgage financing
purcha-se of existing project by
cooperative.

221.560 Eligibility of refinanced mortgage.
221.575 Protection of work In proce:s.

(b) For the purposes of this subpart,
all references in Part 221 of this chapter
to a rehabilitation sales mortgagor shall
be construed to refer to a mortgagor un-
der a mortgage insured pursuant to the
provisions of this subpart.
§235.505 Definition of "nonprofit

mortgagor" .
As used in this subpart, the term "non-

profit mortgagor"' shall mean a corpora-
tion or assoclation organized for purposes
other than the making of profit or gain
for itself or persons Identified therewith
and which the CommirIoner finds Is
neither controlled by nor under the direc-
tion of persons or firms seeking to derive
profit or gain therefrom. Such a mort-
gagor shall be subject to such regulation
or supervision as to rents, charges; and

methods of operation as the Commis-
sioner deems neceszary to effectuate the
pu'pozes of this subpart.
§ 235.510 Application.

(a) An application for insurance of a
mortgage on a project rball be submitted
to the local FHA oface by an approved
mortgagee and by the spansors of the
project. Such application shall be on an
approved FHA form.

(b) No application shall be considerad
unless the folloding requirements are
met:

(1) All of the exhiblts called for in
the application are submitted to the
Commisloner.

(2) The Commisioner has allos.tecd
to the project funds for assistance pay-
ments.

(3) Feesas required In § 235.520 are
remitted.
§ 235.515 Special certifications--family

unit own ership.
Where the project I- to involve the

type of property described in
§235.530(c), the following certification
shall be submitted with the application
for Insurance:

(a) Mortgagca's ccrtificate. A derti-
flcation by the mortgagee that the law
of the Jurisdiction il permit the project
to be converted to a plan of apartment
ownership which will meet the require-
ments of this part.

(b) Mortgagors certificate. A certifi-
cation by the mortgagor that It intends,
upon completion of the project, to com-
mit the ownership of the project to a
plan of apartment ownership under
which each family unit In the project
vidual mortgges insured pursuant to
will be eligible for financing under Indi-
§ 235.1 et seq. The mortgagor shall also
certify that It Intends fathfully and dili-
gently to make all reasonable effort
to establish the plan of apartment
ownership.
§ 235.520 Application, commitment,

and inspection fees.
A combined application, commitment,

and inspection fee in the amount of $40
per dwelling unit to be contained in the
proposed project shall be paid with the
filing of the application. A subsequent
application for an increase in the num-
ber of units to be contained in the proj-
ect shall be accompanied by a payment
of an additional fee in the amount of
$40 for each additional unit.
,§ 235.525 Eligible mortgagors.

A mortgage shall be executed by a
mortgagor that is a nonprofit organiza-
tion or a public body or agency and is
approved by the Commissioner. Such
mortgagor shall engage in the following
undertaking:

(a) 7he purchase of housing and the
rehabilitation of such housing, if it is
deteriorating or substandard.

(b) The sale of such housing, under
terms and conditions satisfactory to the
Commissioner, to individuals or families
meeting the income criteria prescribed
for a mortgagor whose mortgage is in-
cured under § 235.1 et seq.
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§ 235.530 Eligible types of property.
To be eligible for insurance, the prop-

erty shall consist primarily of substand-
ard or deteriorating housing which is to,
be rehabilitated, but may include one or
more existing dwellings or units not re-
quiring rehabilitation. Such property
may be located on one or more tracts or
parcels which may or may not be con-
tiguous, and shall consist of one of the
following types or a combination of such
types:

(a) Four or more single-family or two-
family dwellings which may be of
detached, semidetached, or row construc-
tion.

(b) Four or more one-family units in a
structure or structures for which a plan
of family unit ownership, approved by
the Commissioner, is established or is to
be established as required in § 235.515.
§ 235.535 Maximum mortgage amount.

(a) The mortgage shall involve a prin-
cipal obligation not in excess of the Com-
missioner's estimate of the cost of any
rehabilitation plus the lesser of either of
the following:

(1) The actual purchase price of the
land and improvements.

(2) The Commissioner's estimate of
the value of the land and improvements
prior to the rehabilitation.

(b) In the event the mortgage is on a
leasehold estate rather than on a fee
simple holding, the value or replacement
cost of the property on which the mort-
gage is based is the value or replacement
cost of the property in fee simple reduced
by an amount equal to the capitalized
value of the ground rent.
§ 235.540 Maximum interest rate.

The mortgage shall bear interest at
the rate agreed upon by the mortgagee
and the mortgagor, which rate shall not
exceed 7 percent, except that where a
letter inviting submission of an applica-
tion for commitment was issued by the
Secretary before February 18, 1971, or
an application for commitment was re-
ceived by the Secretary before February
18, 1971, the mortgage may bear interest
at the maximum rate in effect at the
time of issuance of the letter or receipt
of the application.
§ 235.545 Application of payments.

(a) The mortgage shall provide that
all amounts to be paid monthly by the
mortgagor to the mortgagee shall be
added together and the aggregate thereof
shall be paid by the mortgagor upon
each monthly payment date in a single
payment. The mortgage shall further
provide that such payment will be ap-
plied in the follbwing order:

(1) Premium charges under the con-
tract of insurance.

(2) Ground rents, taxes, special as-
sessments and fire and other hazard in-
surance premiums.

(3) Interest on the mortgage.
(4) Amortization of the principal of

the mortgage.
(M) Any deficiency in the amount of

the monthly payment by the mortgagor
shall constitute an event of default. The

mortgage shall further provide for a
grace period of 30 days, within which
time the default must be cured.
§ 235.550 Late charges.

A late charge may be collected by the
mortgagee for each payment to interest
or principal more than 15 days in ar-
rears, if provided in the mortgage, but
such charges shall not exceed two cents
for each dollar of the mortgagor's share
of such payment. Such charge shall be
separately charged to and collected from
the mortgagor and shall not be deducted
from any aggregate monthly payment.
Such charge shall not be included in the
assistance payment made by the Com-
missioner to the mortgagee pursuant to
§ 235.801 et seq.
§ 235.555 Prepayment privileges.

(a) A mortgage indebtedness may be
prepaid in full or in part only with the
prior written approval of the Commis-
sioner, except where the prepayment
occurs as a result of selling all of the
units in the project.

(b) The mortgagee shall not collect
any charge for the prepayment of the
mortgage in connection with the sale
by the mortgagor of units in the
project.

(c) If prepayments are made In any
calendar year in excess of 15 percent of
the original face amount of the mort-
gage and such prepayments are not made
in connection with the sale of individual
dwelling or family units, the mortgagee
will be permitted to collect such reason-
able charge on such excess as is agreed
upon between the mortgagor and the
mortgagee.
§ 235.560 Financial requirements.

All of the provisions of § 221.540 of
this chapter, relating to the financial re-
quirements where there is to be insurance
of advances, shall apply except the work.
ing capital deposit prescribed in para-
graph (a) - of this section shall not be
required.
§ 235.565 'Rental of housing units.

Pending the sale of the housing units
in the project (or in the event the mort-
gagor is unable to sell any of such units),
the mortgagor may rent or lease such
units, with the approval of the Commis-
sioner and under such terms and con-
ditions as the Commissioner may
require.

Subpart E-Contract Rights and Obli-
gations-Rehabilitation Sales Proj-
ects

§ 235.701 Incorporation, by reference.
All of the provisions of Subpart B,

Part 207 of this chapter, covering mort-
gages insured under section 207 of the
National Housing Act, apply with full
force and effect to mortgages insured
under section 235(j) of the National
Housing Act except the following pro-
visions:
Sec.
207.253 Adjusted premium charge.
207.259 Insurance benefits.
207.262 No vested right in fund.

§ 235.705 Forbearance relief.
(a) In a case where the mortgage Is In

default, the mortgagor and the mort-
gagee may enter Into a forbearancd
agreement for the reduction or suspen-
sion of the mortgagor's regular mortgage
payments for a specified period of time, If
the Commissioner determines that the
default was due to circumstances beyond
the mortgagor's control and .that the
mortgage probably will be restored to
good standing within a reasonable period
of time. Such determination shall be evi-
denced by the Commissioner's written
approval of the forbearance agreement,

(b) The time specified in § 207,258(a)
of this chapter, within which a mort-
gagee shall give the Commissioner writ-
ten notice of its intention to file an In-
surance claim, shall be suspended for the
period of time specified In the forbear-
ance agreement as long as the mortgagor
complies with the requirements of such
agreement.

(c) If the mortgagor falls to meet the
requirements of a forbearance agreement
or to cure the default under the mort-
gage at the expiration of the forbearance
period, and such failure continues for a
period of 30 days, the mortgagee shall
notify the Commissioner of such failure.
Within 45 days thereafter, unless a modi-
fication or extension of the forbearance
agreement has been approved by the
Commissioner, the mortgagee shall notify
the Commissioner of Its election to file
an insurance claim and of Its election
to either assign the mortgage to the Com-
missioner or acquird and convey title to
the property to the Commissioner. If the
mortgage Is assigned to the Commis-
sioner, the special Insurance benefits
prescribed in § 235.715(b) shall be ap-
plicable.
§ 235.710 Request by Commissioner for

assignment of mortgage.
(a) The mortgagee shall, when re-

quested by the Commissioner, assign to
the Commissioner a mortgage on which
assistance payments are being made pur-
suant to the provisions of § 235.801 ot
seq., regardless of the default status of
such mortgage.

(b) If the mortgage is not in default
when the Commissioner requests Its as-
signment, the first day of the month
following the Commissioner's request
shall be considered the date of default.
§ 235.715 Payment of insurance bene-

fits.
All of the provisions of § 207.259 of this

chapter relating to insurance benefits
apply to multifamily project mortgages
insured under this subpart, except as
follows:

(a) Insurance claims shall be paid in
cash unless the mortgagee files a written
request for payment In debentures. If
such a request Is made, the claim shall
be paid In debentures issued In multiples
of $50, with any balance less than $50 to
be paid in cash.

(b) When the mortgage Is assigned to
the Commissioner pursuant to § 235.710
or Is assigned in a case where the mortga-
gor fails to comply with the requirements
of a forbearance agreement approved by
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the Commissioner in accordance with the
requirements of § 235.705 or is assigned
in a case where the mortgagor fails to
cure the default at the expiration of the
forbearance period, the insurance bene-
fits shall be paid-in cash and shall be
computed in accordance with § 207.259
(b) of this chapter, except that in lieu
of the allowance for debenture interest
in § 207.259(b) (1) (iii) of this chapter,
the cash payment shall include the
amount of the unpaid accrued mortgage
interest computed to the date the assign-
ment of the mortgage to the Commis-
sioner is filed for record. In addition, an
amount shall be included equivalent to
the debenture interest which would have
been earned from the date the mortgage
assignment was filed for record to the
date the cash payment is made, except
that when the mortgagee fails to meet
any one of the applicable requirements
of §§ 207.256, 207.258(b), and 235.705(c)
of this chapter within the specified time
and in a manner satisfactory to the Com-
missioner (or within such further time
as the Commissioner may approve in
writing),_ such amount shall be com-
puted only to the date on which the par-
ticular action should have been taken
or to which it was extended.

(c) Where the assignment of the
mortgage is made pursuant to § 235.710
and the mortgage is not in default at the
time of such assignment, the 1 percent
deduction prescribed in § 207.259(b) (2)
(iv) of this chapter shall not he
applicable.

§ 235.720 Adjusted premium charge.
All of the provisions of § 207.253 of

this chapter shall apply to mortgages in-
sured under this part, except that no ad-
justed premium charge or termination
charge shall be due where the prepay-
ment of the mortgage or the voluntary
termination of the mortgage insurance
occurs in connection with the sale of
the rehabilitation housing pursuant to
§ 235.525(b).

Subpart F-Assistance Payments-
Rehabilitation Sales Projects

§ 235.801 Assistance payment contract.

This subpart shall constitute the as-
sistance payment contract between the
mortgagee and the Commissioner pur-
suant to section 235(j) (7) of the Na-
tional Housing Act. The endorsement of
the mortgage for insurance shall con-
stitute the execution of the assistance
payment contract with respect to the
mortgage being insured.

§ 235.805 Eligible mortgages.

Assistance payments pursuant to this
subpart shall be made only in connection
with a mortgage insured under Subparts
D and E of this part.

§,235.810 Term of payments.
(a) The term for which assistance

payments shall be made shall begin on-
the following dates:

(1) With respect to a mortgage in-
volving insurance of advances; on the
date of the Commissioner's final endorse-

ment of the mortgage note for insurance,
or such earlier date as may be established
by the Commissioner.

(2) With respect to a mortgage In-
sured upon completion, the date on which
the Commissioner endorses the mortgage
note for insurance.

(b) The term of the assistance pay-
ments shall end upon the occurrence of
one of the following events:

(1) The termination of the contract
of mortgage insurance.

(2) The Commissioner's receipt of the
mortgagee's notice of intention to file an
insurance claim pursuant to'8 207.258(a)
of this chapter. In the event the mort-
gagee falls to provide the Commissioner
with such notice of intention within the
time specified in § 207.258(a) of this
chapter, the last day on which the Com-
missioner should have received the mort-
gagee's notice shall be deemed the date
the Commissioner received such notice.

(3) At the discretion of the Commis-
sioner, the mortgagor's failure to meet
Its obligations under the regulatory
agreement it has entered into with the
Commissioner.

(c) Upon the termination of the as-
sistance payment contract, the payment
due on the first of the month In which
the termination occurs shall be the last
payment to which the mortgagee shall
be entitled.

(d) Where the term of assistance pay-
ments is ended pursuant to subparagraph
(2) or (3) of paragraph (b) of this sec-
tion, the contract for assistance payment
may be reinstated by the Commissioner,
In his discretion and on such conditions
as he may prescribe. In the event of such
reinstatement, assistance payments will
be made to the mortgagee for those
months during which such payments
were suspended.
§ 235.815 Time of payments.

The assistance payment shall be due
on the first day of each month following
the beginning of the term, and shall be
paid upon the receipt of a billing (on
a form prescribed by the Commissioner)
from the mortgagee or its servicer.
§235.820 Amount of assistance pay-

ments.
(a) The assistance payment to the

mortgagee shall be the difference be-
tween the following:

(1) The monthly installment for prin-
cipal, interest and mortgage insurance
premium which the mortgagor is obli-
gated to pay under the mortgage; and

(2) The monthly installment for prin-
cipal and interest the mortgagor would
be obligated to pay if the mortgage were
to bear interest at the rate of 1 percent
per annum.

(b) As individual family units In the
project are sold and as the principal
amount of the mortgage is reduced by
payment of the portion of the mortgage
attributable to the sold units and as the
amount of the mortgage payments which
the mortgagor is obligated to pay Is re-
duced, proportionate reductions will be
made in the mortgage assistance pay-
ments.

(c) In addition to the assistance pay-
ment referred to in paragraph (a) of
this section, the mortgagee shll be en-
titled to the monthly payment of an
amount the Commissioner deems suffi-
cient to reimburse the mortgagee for its
expenses in servicing the mortgage. -

§ 235.825 Application of payments.

The mortgagee shall apply each
monthly assistance payment, together
with the mortgagor's monthly payment.
to the Items and In the order set out in
the mortgage.
§ 235.830 Morigagee records.

The mortgagee shall maintain such
records as the Commissioner may require
with respect to the mortgagor's pay-
ments and the assistance payments re-
ceived from the Commissioner. Such
records shall be kept on file for a period
of time and in a manner prescribed by
the Commissioner and shall be made
available, when requested, for review and
inspection by the Commissioner or
Comptroller General of the United
States.
§ 235.835 Effect of assignment of mort.

gage
In the event a mortgage subject to as-

sistance payments is assigned to another
approved mortgagee, the assignee shall
thereupon succeed to all the rights and
obligations of the assignor under the as-
sistance payments contract.
§ 235.999 Effect of amendments.

The regulations in this subpart may
be amended by the Commissioner at any
time and from time to time, in whole
or in part, but such amendment shall
not adversely affect the interests of a
mortgagee under a contract for assis-
ance payments already In effect or to
be put in effect pursuant to the Com-
missloner's commitment to enter into
such contracb.

PART 236-MORTGAGE INSURANCE
AND INTEREST REDUCTION PAY-
MENTS FOR RENTAL PROJECTS

Subpart A--EIlibIIty Requlrmenls for Mortgage
Insumance

SeC.
230.1
230.2
230.3

230.5
230.10
23015
230.20
230.M3
230.30
230.35
230.40

230.45

230.50
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230.0O
236.50

230.70
230.75
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Subpart B--Contract Rights and Obligations for
tSortgaga InsuranceSec.

236.251 Incorporation by reference.
236.252 First, second, and third mortgage

insurance premiums.
236.255 Forbearance relief.
236.260 Request by Commissioner for as-

signment of mortgage.
236.265 Payment of insurance benefits.
236.270 Adjusted premium charge.

Subpart C-nterest Reduction Payments
236.501 Interest reduction payments con-

tract.
236.505 Eligible mortgages.
236.510 Term of payments.
236.615 Time of payment.
236.520 Amount of payments.
236.525 Application of payments.
236.530 Mortgagee records.
236.535 Effect of assignment of mortgage.
236.699 Effect of amendments.

Auroarrr: The provisions of this Part 236
Issued under sec. 211, 52 Stat. 23, as amended,
sec. 236, 82 Stat. 498, as amended; 12 U.S.C.
1715b, 1715z-1.

Subpart A-Eligibility Requirements
for Mortgage Insurance

§ 236.1 Incorporation by reference.
All of the provisions of Subpart C,

Part 221 of this chapter, concerning
eligibility requirements of moderate in-
come projects under section 221 of the
National Housing Act, apply with full
force and effect to multifamily project
mortgages insured under section 236 of
the National Housing Act, except the fol-
lowing provisions:
Sec.
221.501 Certificate by Secretary to Com-

missloner.
221.502 Application.
221.603 Application fee.
221.504 Commitment fee.
221.505 Inspection fee.
221.510 Eligible mortgagors.
221.518 Maximum interest rate.
221.519a Mortgage release provisions.
221.523 Application of payments.
221.624 Prepayment privileges.
221.525 Late charge.
221.531 Supervision applicable to general

mortgagors.
221.532 Supervision applicable to limited

distribution mortgagors.
221.536 Occupancy requirements applicable

to all mortgagors.
221.537 Additional occupancy requirements;

preferred purchasers or tenants.
221.542a Accounting for net Income.
221.543 Advance amortization.
221.546 Commercial and community facili-

ties.
221.559 Eligibility of miscellaneous type

mortgages.
221.560 Eligibility of refinanced mortgages.
221.575 Protection of work in process.

§ 236.2 Definitions used in this subpart.
As used in this subpart, the following

terms shall have the meaning indicated:
(a) "Adjusted monthly income"

means one-twelfth of the annual family
income remaining after making certain
exclusions from gross annual income.
The following items shall be excluded,
in the order listed, from family gross
annual income:

(1) 5 percent of such gross annual
income, in lieu of amounts to be with-
held (social security, retirement, health
insurance, etc.).

(2) Any unusual income or temporary
income, as defined by the Commissioner.

(3) The earnings of each minor in the
family who is living with such family,
plus the sum of $300 for each such minor.

(b) "Family" means two or more per-
sons related by blood, marriage, or op-
eration of law, who occupy the same
dwelling or unit.

(e) "Gross annual income" means the
total income, before taxes and other de-
ductions, received by all members of the,
tenant's household. There shall be in-
cluded in this total income all wages,
social security payments, retirement
benefits, military and veteran's disabil-
ity payments, unemployment benefits,
welfare benefits, interest and dividend
payments and such other income items
as the Secretary considers appropriate.

(d) "Handicapped" means a person
who has a physical impairment which:

(1) Is expected to be of long-contin-
ued.and indefinite duration.

(2) Substantially impedes his ability
to live independently. '

(3) Is of such nature that his ability
to live independently could be improved
by more suitable housing conditions.

(e) "Minor" means a person under the
age of 21. Such term shall not include a
tenant or his spouse.

(f) "Elderly" means a person 62 years
of age or older.

(g) "Displacee" means a person who
has been displaced from an urban re-
newal area, or as a result of governmen-
tal action or as a result of a disaster
determined by the President to be a
major disaster.
§ 236.3 Application, commitment, and

inspection fees.

All of the provisions of §§ 221.503, 221.-
504, and 221.505 of this chapter gov-
erning application, commitment, and in-
spection fees shall apply to mortgages
insured under this part, except that such
fees shall not be required in either of the
following instances:

(a) Where an application for a loan
under section 202 of the Housing Act of
1959 has been filed previously in connec-
tion with the project, but section 202
funds are not available to make the loan.

(b) Where the project has received a
loan under section 202 of the Housing
Act of 1959 which is being refinanced,
provided, at the time of the application
for Insurance of the refinancing mort-
gage under section 236, the project is
either in the construction stage or has
been completed less than 6 months.
§ 236.5 Application.

(a) An application for issuance of
either a conditional or firm commitment
for insurance of a mortgage on a proj-
ect shall be submitted by an approved
mortgagee and by the sponsors of such
project through the local FHA office on
an approved FHA form.

(b) No application shall be considered
unless the following requirements are
met:

(1) All of the exhibits called for in
the application are submitted to the
Commissioner.

(2) The Commissioner has allocated
to the project contract authority for In-
terest reduction payments.
§ 236.10 Eligible morgagora.

A mortgage shall be executed by a
mortgagor approved by the Comms-
sioner and meeting the following
qualifications:

(a) Nonprofit mortgagors. The non-
profit mortgagor shall be a corporation
or association organized for purpocs
other than the making f profit or gain
for Itself or persons Identified therewith
and which the Commissioner finds Is
neither controlled by nor under the direc-
tion of persons or firms seeking to derive
profis or gain therefrom. Such a mort-
gagor shall be subject to such regulation
pr supervision as to rents, charges and
methods of operation as the Commis-
sioner deems necessary to effectuate the
purposes of this subpart.

(b) Builder-seller mortgagors. The
builder-seller mortgagor shall be a spe-
cial type of mortgagor which Is organized
to:-

(1) Construct or rehabilitate a multi-
family project for sale (upon final en-
dorsement) to a private nonprofit cor-
poration meeting the qualifications of
paragraph (a). Prior to insurance of the
mortgage, the mortgagor shall have
entered into a written agreement with
such nonprofit corporation to sell the
project at a purchase price not to exceed
the project's actual cost as certified pur-
suant to § 221.550 of this chapter.

(2) Operate the project, subject to
special controls and requirements of the
Commissioner as to rents, charges, rates
of return, and methods of operation,
until the conveyance to the nonprofit
mortgagor.

(3) Operate the project as a limited
distribution mortgagor subject to the
supervision, controls and requirements
prescribed by the Commissioner for such
mortgagor, in the event of failure to
convey to a nonprofit mortgagor either
at final endorsement or within such addi-
tional period as may be agreed to in
writing by the Commissioner.

(c) Limited distribution mortgagor,
The limited distribution mortgagor shall
be a corporation, trust, partnership, as-
sociation, other entity, or an individual.
Such mortgagor shall be restricted by
law (or by the Commissioner) as to dis-
tribution of income and shall be regu-
lated as to rents, charges, rate of return,
and methods of operation in such form
and manner as Is satisfactory to the
Commissioner to effectuate the purposes
of this subpart.

(d) Cooperative and investor sponsor
mortgagors. (1) The cooperative mort-
gagor shall be a nonprofit cooperative
ownership housing corporation which
restricts permanent occupancy of the
project to the members of the corpora-
tion who must meet membership eligi-
bility requirements approved by the
Commlsoloner.

(2) The investor sponsor mortgagur
shall be a special type of mortgagor
which is organized to:

(I) Construct or rehablltato a multi-
family project to be transferred to a
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cooperative mortgagor within 2 years
from the date of completion.

(ii) Operate the- project until 2
years from the date of completion or
until the conveyance to the cooperative
mortgagor, whichever occurs sooner, sub-
ject to the controls and requirements of
the Commissioner.
(ii) Operate the project as a limited

distribution mortgagor subject to the
controls and requirements of the Com-
missioner, in the event of failure to con-
vey to a cooperative mortgagor within
the 2-year period.

(3) Such a mortgagor will be regulated
or restricted by the Commissioner as to
rents or sales, charges,-rate of return, and
methods of operation in such manner as
will effectuate the purposes of this sub-
part and protect the consumer interest.
§ 236.15 Maximum interest rate.

The mortgage shall bear interest at
the rate agreed upon by the mortgagee
and the mortgagor, which rate shall not
exceed 7 percent, except that where a
letter inviting submission of an applica-
tion for commitment was issued by the
Secretary before February 18, 1971, or
an application for commitment was re-
ceived by the Secretary before February
18, 1971, the mortgage may bear interest
at the maximum rate in effect at the
time of issuance of the letter or receipt
of the application. 1

§ 236.20 Mlortgage release provisions.
A mortgage insured under this subpart

may provide that, at any time after final
endorsement, the property covered by
the mortgage may be released, in whole
or in part, with the approval of the Com-
missioner and under such terms and con-
ditions as he may -prescribe, upon pay-
ment of the portion of the unpaid bal-
ance of the mortgage allocable to the
property released.
§ 236-25 Application of payments.

(a) The mortgage shall provide that
all amounts to be paid monthly by the
mortgagor to the mortgagee shall be add-
ed together and the aggregate thereof
shall be paid by the mortgagor upon
each monthly payment date in a single
payment. The mortgage shall further
provide that such payment will be applied
in the following order:

(1) Premium charges under the con-
tract of mortgage insurance.

(2) Ground rents, taxes, special as-
sessments and fire and other hazard in-
surance premiums.

(3) 'Interest on the mortgage.
(4) Amortization of the principal of

the mortgage.
(b) Any deficiency in the amount of

the monthly payment by the mortgagor
shall constitute an event of default. The
mortgage shall further provide for a
grace period of 30 days, within which
time the default must be cured.
§ 236.30 Prepayment privileges.

(a) Prepayment in full-(1) Without
prior Commissioner consent. A mortgage
indebtedness may be prepaid in full and
the Commissioner's controls terminated

without the prior consent of the Com-
missioner where the mortgagor is a
limited distribution type and either of
the following conditions is met:

(i) If the prepayment occurs after the
expiration of 20 years from the date of
final insurance endorsement of the
mortgage, provided the mortgagor Is not
receiving payments from the Commis-
sioner under a rent supplement contract
executed pursuant to the provisions of
§§ 5.1 et seq. of this title.

(ifl) If the prepayment occurs as a re-
sult of the sale of the project to a
cooperative or private nonprofit cor-
poration or association, provided the
sale is financed with a mortgage in-
sured pursuant to § 236.40(d).

(2) With prior Commissioner consent.
In all cases, except those outlined In sub-
paragraph (1) of this paragraph, a mort-
gage indebtedness shall not be prepaid
in full and the Commissioner's controls
shall not be terminated unless the Com-
missioner gives his prior consent to such
prepayment.

(b) Partial prepayments. With the
prior written approval of the Commis-
sioner, partial prepayments may be made
for the purpose of reducing succeeding
monthly payments of the remaining bal-
ance as recast over the remaining por-
tion of the original mortgage term.

(c) Optional provision. The mortgage
may, if required by the mortgagee, con-
tain a provision that, prior to the matu-
rity and with the approval of the Com-
missioner, partial prepayments may be
made after 30 days' written notice
to the mortgagee on any principal pay-
ment date. If prepayments are made in
any calendar year in excess of 15 percent
of the original face amount of the mort-
gage, the mortgagee will be permitted to
collect such reasonable charge on such
excess as Is agreed upon between the
mortgagor and the mortgagee.

(d) Prepayment in connection with
sale of units. With the prior written ap-
proval of the Commissioner, the mort-
gagor may sell the individual dwelling
units in the project to lower income,
elderly, or handicapped purchasers. The
mortgagee shall not collect any charge
for the prepayment of the mortgage in
connection with the sale of such units.
§ 236.35 Late charge.

A late charge may be collected by the
mortgagee for each payment to Interest
or principal more than 15 days in ar-
rears, if provided in the mortgage, but
such charge shall not exceed 2 cents for
each dollar of the mortgagor's share of
such payment. Such charge shall be sepa-
rately charged to and collected from
the mortgagor and shall not be deducted
from any aggregate monthly payment.
Such charge shall not be included in the
interest reduction payment made by the
Commissioner to the mortgagee pursuant
to § 236.501 et seq.
§ 236.40" Eligibility of miscellaneous

mortgages.
(a) Transfer. A mortgage initially in-

bured under Part 221, Subpart C of this
chapter, which has been approved for the

below market interest rate (§ 221.518(b)
of this chapter) and which has not re-
celved the Commissioner's final endorse-
ment, may be insured under this subpart.
The principal amount of such mortgage
shall not exceed that which would be
applicable If the mortgage were to be
insured under Part 221.

(b) Refinancing-in general. A mort-
gage given to refinance an existing mort-
gage insured under the Act may be
insured under this subpart pursuant to
section 223(a) (7) of the Act. The new
mortgage shall be limited in amount
and in term as follows:

(1) The principal of the new mortgage
shall not exceed the lowest of these
amounts:

(I) The original principal amount of
the existing insured mortgage.

(1i) The unpaid principal amount of
the existing Insured mortgage.'to- which
maybe added-

(a) The outstanding indebtedness in-
curred in connection with capital im-
provements made to the property which
are acceptable to the Commissioner.

(b) The costs, as determined by the
Commissoner, of improvements, upgrad-
ing or additions required to be made to
the property.

(c) Loan closing charges.
(Ill) The Commissioner's estimate of

the value of the property after comple-
tion of the repairs, improvements or
additions to the property, except for
general or limited distribution mort-
gagors when the amount shall not ex-
ceed 90 percent of the Commissioner's
estimate of the value of the property
after completion of the repairs, improve-
ments or additions to the property.

(2) The term of the new mortgage
shall not exceed the unexpired term of
the existing mortgage, except that it
may have a term of not more than 12
years in excess of the unexpired term of
the existing mortgage in any case in
which the Commissioner determined
that the insurance of the mortgage for
an additional term will inure to the
benefit of the applicable insurance fund,
taing into consideration the outstand-
ing insurance liability under the exist-
ing insured mortgage.

(c) Refinancing--existing project un-
der section 202 of the Housing Act of
1959. A mortgage given to refinance
a loan which was made under section
202 of the Housing Act of 1959 may
be insured under this subpart, if the
application for Insurance is filed with the
Commiszoner prior to the date of proj-
ect completion, or within such reasonable
time thereafter as the Commissioner may
allow.

(d) Purchase. In the case of a project
financed with a mortgage insured under
this subpart which involves a mortgagor
other than a cooperative or a private
nonprofit corporation or association and
which Is sold to a cooperative or a non-
profit corporation or association, a mort-
gage given to finance the purchase may
be insured under this subpart. The in-
surance of such mortgage shall be gov-
erned by the following:
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(1) The amount of the'mortgage shall
not exceed the lesser of the amounts de-
termined by applying the formulas in
subdivision (i) or (iI) of this subpara-
graph as follows:

(i) An amount, the debt service of
which can be met from project income
remaining after payment of all operating
expenses, taxes, and required services,
provided the project is operated on a
nonprofit basis and the rental charges
in effect at the time of purchase are not
raised.

(ii) The project's actual cost at the
time of completion (as determined by the
Commissioner) or the project's fair mar-
ket value for residential purposes as de-
termined by the Commissioner on the
basis of operating the project without the
benefit of any interest reduction pay-
ments or rent supplement payments and
without the controls by the Commissioner
over the project imposed by the provi-
sions in this subpart, whichever amount
is the greater.

(2) Subject' to limitations prescribed
in subparagraph (1) of this paragraph,
it is intended that the mortgage will
provide an amount which will enable
the seller of the project to realize a net
amount out of the sales proceeds suffi-
cient to recover its investment and to
retire the outstanding mortgage.

(3) The term of the mortgage may ex-
ceed the remaining term of the original
mortgage on the project, but in no event
may it exceed the Commissioner's esti-
mate of the remaining economic life of
the project.
3236.45 Commercial and community

facilities.
(a) The project may include such

nondwelling commercial and community
facilities as the Commissioner deter-
mines will be adequate and appropriate
to serve the occupants and the surround-
ing neighborhood, provided the project
remains predominantly residential and
any nondwelling facility included in the
mortgage is found by the Commissioner
to contribute to the economic feasibility
of the project. In approving such facili-
ties, the Commissioner shall give con-
sideration to the possible effect of the
project on other business enterprises in
the community.

(b) In the case of a project designed
primarily for occupancy by the elderly or
handicapped, the project may include
such related facilities as cafeterias or
dining halls, community rooms, work-
shops, infirmaries, or other inpatient or
outpatient health facilities and other
essential service facilities for use by
elderly or handicapped families.
§236.50 Supervision applicable to

limited distribution mortgagors.
(a) Dividends or other distributions,

as defined in the charter, trust agree-
ment, or regulatory agreement, may be
declared or made only as of or after the
end of a semiannual or annual fiscal pe-
riod. The amount of any allowable dis-
tribution, or disbursement from surplus
cash, shall not exceed in any 1 fiscal
year more than 6 percent of the mort-
gagor's initial equity investment in the

projects, as determined by the Com-
missioner,

(b) No dividends or other distribu-
tions shall be declared or made except
out of surplus cash available and remain-
ing after:

(1) The payment of:
(i) All sums due or currently required

to be paid under the terms of any mort-
gage or note insured or held by the
Commissioner.

(It) All amounts required to be de-
posited in the reserve fund for replace-
ments.

(iii) All obligations of the project
(other than the mortgage insured or
held by the Commissioner) unless funds
for payment are set aside or deferment
of payment has been approved by the
Commissioner.

(2) The segregation of:
(i) An amount equal to the aggregate

of all special funds required to be main-
tained by the project.

(i) All tenant security deposits held.
(c) The right to any allowable distri-

bution or disbursement from surplus cash
shall be cumulative.

(d) No distribution of any kind may
be made from borrowed funds.
§ 236.55 Rental charges.

(a) Approved rental charges. The
mortgagor shall, with the approval of the
Commissioner, establish for each dwell-
ing unit the following:

(1) A basic monthly rental charge de-
termined on the basis of operating the
project with payments of principal and
interest due under a mortgage bearing
interest at the rate of 1 percent per-
annum.

(2) A fair market monthly rental
charge determined on the basis of op-
erating the project with payments of
principal, interest, and mortgage insur-
ance premium which the mortgagor Is
obligated to pay under the mortgage.

(b) Monthly rental charge.. The
monthly rental for each dwelling unit
shall be 25 percent of the tenant's ad-
justed monthly income, except that the
monthly rental shall not be less than
the basic rental nor more than the fair
market rental charge. In the event of
any change in a tenant's income, the
monthly rental charg& shall be adjusted
by the mortgagor.

(c) Application of terms. In the case of
a cooperative project, the term "tenant"
as used in this subpart shall mean a
member of a cooperative and the term
"rental charge" shall mean the charges
under the occupancy agreement of mem-
bers of the cooperative.
§ 236.60 Excess rental charges.

The mortgagor shall agree to pay
monthly to the Commissioner all rental
charges collected in excess of the basic
rental charges.
§ 236.65 Mortgagor's oath as to selec.

tion of tenants and transient occu-
pancy.

The mortgagor shall certify under
oath to the Commissioner, that as long
as the Commissioner is the insurer,

holder or reinsurer of the mortgage, the
mortgagor'will not:

(a) In selecting tenants for the project
covered by the mortgage, discriminate
against any family because there are
children in the family.

(b) Rent, permit the rental or permit
the offering for rental of the housing,
or any part thereof, covered by such
mortgage, for transient or hotel pur-
poses. For the purposes of this cer-
tificate, the term "rental for transient
or hotel purposes" shall mean (1) rental
for any period less than 30 days, or (2)
except in the case of a project designed
primarily for occupancy by elderly or
handicapped persons, any rental which
includes the provision of customary hotel
services such as room service for food
and beverages, furnishing and launder-
ing of linens, maid service and bellboy
service.

(a) SeL the project, unless the pur-
chaser also agrees to comply with the
requirements of paragraphs (a) and (b)
of this section.
§ 236.70 Occupancyrcquircmenit.

(a) Initial occupancy. Initial occu-
pancy of the project by tenants who are
unable to pay the fair market rental
shall be restricted to those determined
by the mortgagor as meeting the Income
requirements established by the Com-
missioner, and who are one of the
following:

(1) A family.
(2) An elderly person.
(3) A displacee.
(4) A handicapped person.
(5) A single person who Is less than

62 years of age: Provided, That occu-
pancy by this category of tenants or
members shall be limited to 10 percent
of the dwelling units In the project.

(b) Projects designed for displacces,
or elderly, or handicapped. In a project
designed for displacees, or elderly, or
handicapped, occupancy may be re-
stricted to that category of persons for
whom the project was designed and who
meet the income requirements established
by the Commissioner.

(c) Preference for military personnel
and displacees.

(1) Whenever the Commissioner de-
termines that a project, because of Its
location or other considerations, could
ordinarily be expected to substantially
serve the family needs of military per-
sonnel who are serving on active duty
and meet the income requirements
established by the Commissioner, such
preference for occupancy shall be Pf-
forded to the family of such military
personnel as the Commissioner deter-
mines Is appropriate.

(2) In all projects preference or pri-
ority to occupy dwelling units shall be
given to displacees provided that in a
project designed for the handicapped or
the elderly, preference for displacees
shall be limited to those who are within
the category for whom the project was
designed.

(d) Recertification of income. The
mortgagor shall obtain from each tenant
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or cooperative member who is not pay-
ing the fair market rental a biennial re-
certification of family income.
§ 236.75 Form of lease and occupancy

agreement.
A tenant who is to pay less than the

fair market rental shall be required to
execute a lease in a form approved by
the Commissioner. A cooperative member
shall be required to execute an occupancy
agreement in a form approved by the
Commissioner, regardless of the rent he
is paying.
§ 236.249 Effect of amendments.

The regulations in this subpart may
be amended by the Commissioner at any
time and from time to time, in whole
or in part, but such amendment shall not
adversely affect the interests of a mort-
gagee or lender under the contract of in-
surance on any mortgage or loan already
insured and shall not adversely affect
the interests of a mortgagee or lender
on any mortgage or loan to be insured
on which the Commissioner has made
a commitment to insure.

Subpart B-=-Contract Rights and Obli-
gations for Mortgage Insurance

t

§ 236.251 Incorporation by reference.
All of the provisions of Subpart B, Part

207 of this chapter covering mortgages
insured under section 207 of the Na-
tional Housing Act, apply with full force
and effect to mortgages insured under
section 236 of the National Housing Act
except the following provisions:
Sec.
207.252 F rst, second and third premiums.
207.253 Adjusted premium and termina-

tion charges.
207.259 Insurance benefits.
207.262 No vested right in fund.
§ 236.252 First, second, and third mort-

gage insurance premiums.
All of the provision of § 207.252 of this

chapter governing the first, second, and
third mortgage insurance premiums shall
apply to mortgages insured under this
part, except that where an application
for a loan under section 202 of the Hous-
ing Act of 1959 has been filed previously
in connection with the project, but it is
being financed with a mortgage insured
under this part because funds are not
available to make the section 202 loan,
the mortgage insurance premium due and
payable between the dates of initial and
final insurance endorsement shall be at
the rate of one-fourth of one percent
per annum of the average outstanding
principal obligation of the mortgage and
such premiums shall be prorated for any
fractional part of a year. Following final
endorsement, the mortgage insurance
premium shall be increased to one-half
of 1 percent and shall be paid as pro-
vided in § 207.252.

§ 236.255 Forbearance relief.
(W In a case where the mortgage is

in default, the mortgagor and the mort-
gagee may enter into a forbearance
agreemqnt for the reduction or suspen-
sion of the mortgagor's regular mortgage

payments for a specified period of time,
if the Commissioner determines that the
default was due to circumstances beyond
the mortgagor's control and that the
mortgage probably will be restored to
good standing within a reasonable period
of time. Such determination shall be
evidenced by the Commissioner's written
approval of the forbearance agreement.

(b) The time specified in § 207.258(a)
of this chapter, within which a mort-
gagee shall give the Commissioner writ-
ten notice of Its intention to file an in-
surance claim, sball be suspended for
the period of time specified in the for-
bearance agreement as long as the mort-
gagor complies with the requirements
of such agreement.

(c) If the mortgagor falls to meet the
requirements of a forbearance agreement
or to cure the default under the mort-
gage at the expiration of the forbearance
period, and such failure continues for a
period of 30 days, the mortgagee shall
notify the Commissoner of such failure.
Within 45 days thereafter, unles a modi-
fication or extension of the forbearance
agreement has been approved by the
Commissioner, the mortgagee shall notify
the Commissioner of its election to file an
insurance claim and of its election to
either assign the mortgage to the Com-
missioner or acquire and convey title to
the property to the Cormmissoner. If
the mortgage is asslgned to the Com-
missioner, the special insurance benefits
prescribed in § 236.265(b) shall be
applicable.
§ 236.260 Request by Commissioner for

assignment of mortgage.
The mortgagee shall, when requested

by the Commissioner, assign to the Com-
missioner a mortgage on which interest
reduction payments are being made pur-
'suant to the provisions of § 236.501 et
seq. If the mortgage is not in default
when the Commissioner requests Its as-
signment, the first day of the month
following the Commissioner's request
shall be considered the date of default.
§ 236.265 Payment of insurance Lene-

fits.
All of the provisions of § 207.259 of

this chapter relating to insurance bene-
fits apply to multifamily proJect mort-
gages insured under this subpart, e-
cept as follows:

(a) Insurance claims shall be paid in
cash unless the mortgagee files a writ-
ten request for payment in debentures.
If such a request is made, the claim shall
be paid in debentures issued in multiples
of $50, with any balance less than $50 to
bepaidincash.

(b) 'When the mortgageis assgned to
the Commissioner pursuant to § 236.260
or is assigned in a case where the mort-
gagor fails to comply with the require-
ments of a forbearance agreement ap-
proved by the Commissioner in accord-
ance with the requirements of § 236.255
or is assigned in a case where the mort-
gagor fails to cure the default at the
expiration of the forbearance period, the
insurance benefits shall be paid in cash

and sball be computed in accordance
with § 207.259(b) of this chapter, except
that in lieu of the allowance for deben-
ture interest in § 207.259(b) (1) (iii) of
this chapter, the payment shall include
the amount of the unpaid accrued mort-
gage interest computed to the date the
assIgnment of the mortgage to the Com-
mLeIoner is filed for record. In addition,
an amount shall be included equivalent
to the debenture Interest which would
have been earned from the date the
mortgage assignment v.,as filed for record
to the date the cash payment is made,
except that when the mortgagee falls
to meet any one of the applicable re-
quirements of §§ 207.256, 207.253(b), and
236.255(c) of this chapter within the
specifled time and in a manner satisfac-
tory to the Comminssoner (or within such
further time as the CommL-soner may
approve In writing), such amount shall
be computed only to the date on which
the particular required action should-
have been taken or to which it was
extended.

(c) Where the assgnment of the
mortgage Is made pursuant to § 236.260
and the mortgage Is not in default at the
time of such assignment, the one per-
cent deduction prescribed in § 207.259
(b) (2) (iv) of this chapter shall not be
applicable.
§ 236.270 Adjustedpremiumcharge.

All of the provisions of § 207.253 of
this chapter shall apply to mortgages
insured under this part, except that no
adJusted premium charge or termina-
tion charge 'h-711 be due when the
prepayment of the mortgage or the
voluntary termination of the mortgage
insurance occurs in connection with the
sale of all of the housing units in the
project and their release from the project
mortgage.

Subpart C-Interest Reduction
Payments

§ 236.501 Interest reduction payments
contracL

This subpart shall constitute the in-
terest reduction payment contract be-
tween the mortgagee and the Commis-
sioner with respect to a mortgage in-
sured under section 236 of the National
Housing Act. The endorsement of the
mortgage for insurance shall constitute
the execution of the Interest reduction
payment contract with respecLt to the
mortgage being insured.

§ 236.505 Eligiblemortgages.

Interest reduction payments pursuant
to this subpart sball a made only in con-
nectlon with a mortgage which is insured
under Subparts A and B of this part.
§ 236.510 Termofpayment_.

(a) The term forwhIchinterest reduc-
tion payments shall be made shall begin
on the following dates:

(1) With respect to a mortgage In-
volving Insurance of idvances, on the
date the Commsrsioner finally endorses
the mortgage note for Insurance or such
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earlier date as may be established by the
Commissioner.

(2) With respect to a mortgage in-
sured upon completion, the date on which
the Commissioner endorses the mortgage
note for Insurance. "

(b) The term of the interest reduc-
tion payments shall end upon the occur-
rence of one of the following events:

(1) The termination of the contract
'of insurance, except where the mortgage
has been assigned to the Commissioner.

(2) The Commissioner's receipt of the
mortgagee's notice of intention to file an
insurance claim and to acquire and con-
vey title to the Commissioner pursuant
to § 207.258(c) of this chapter. In the
event the mortgagee falls to provide the
Commissioner with such notice of inten-
tion within the time specified in § 207.258
(a) of this chapter, the last day on which
the Commissioner should have received
the mortgagor's notice shall be deemed
the date the Commissioner receives such
notice.

(3) At the discretion of the Commis-
sioner, the mortgagor's failure to meet
Its obligations under the regulatory
agreement it has entered into with the
Commissioner.

(c) Upon termination of the interest
reduction payments contract, the pay-
ment due on the first of the month in
which the termination occurs shall be
the last payment to which the mortga-
gee shall be entitled.

(d) 'Where the tern of interest reduc-
tion payments is ended pursuant to sub-
paragraph (2) or (3) of paragraph (b)
of this section, such interest reduction
payment contract may be reinstated by
the Commissioner, In his discretion and
on such conditions as he may prescribe.
In the event of such reinstatement, in-
terest reduction payments will be made
to the mortgagee for those months during
which such payments were suspended.
§ 236.515 Time of payments.

The Interest reduction payments shall
be due on the first day of each month
following the beginning of the term, and
shall be paid upon the receipt of a bill-
ing (on a form prescribed by the Com-
missioner) from the mortgagee or its
authorized agent.
§ 236.520 Amount of payments.

(a) The Interest reduction payment to
the mortgagee shall be In an amount not
exceeding the difference between the
following:

(1) The monthly installment for prin-
cipal, interest, and mortgage insurance
premium which the mortgagor is obli-
gated to pay under the mortgage; and

(2) The monthly payment for princi-
pal and interest the mortgagor would
be obligated to pay if the mortgage were
to bear interest at the rate of 1 percent
per annum.

(b) Where individual family units in
the project are sold, subject to a plan
approved by the Commissioner, and as
the principal amount of the mortgage is
reduced by payment of the portion of
the mortgage attributable to the sold
units and as the amount of the mortgage

payments which the mortgagor Is obli-
gated to pay is reduced, proportionate
reductions will be made in the interest
reduction payments.

(c) In addition to the interest reduc-
tion payment referred to in paragraph
(a) of this section, the mortgagee shall
be entitled to the monthly payment of
an amount the Commissioner deems
sufficient to reimburse the mortgagee for
its expenses in servicing the mortgage.
§ 236.525 Application of payments.

The mortgagee shall apply each
monthly interest reduction payment,
together with the mortgagor's monthly
payment, to the items and in the order
set out in the mortgage.
§ 236.530 Mortgagee records.

The mortgagee shall maintain such
records as the Commissioner may require
with respect to the mortgagor's pay-
ments and the interest reduction pay-
ments received from the Commissioner.
Such records shall be kept on file for a
period of time and In a manner pre-
scribed by the Commissioner and shall
be made available, when requested, for
review and inspection by the Commis-
sioner or the Comptroller General of the
United States.
§ 236.535 Effect of assignment of mort-

gage.
In the event a mortgage subject to in-

terest reduction payments is assigned
to another approved mortgagee, the
assignee shall thereupon succeed to all
the rights and obligations of the
assignor under the interest reduction
contract.
§ 236.599 Effect of amendments.

The regulations in this subpart may
be amended by the Commissioner at any
time and from time to time, in whole or
In part, but no such amendment shall
adversely affect the interests of a mort-
gagee under a contract for interest reduc-
tion payments already in effect or to be.
put into effect pursuant to the Commis-
sioner's commitment to enter into such
contract.

PART 237-SPECIAL MORTGAGE IN-
SURANCE FOR LOW AND MODER-
ATE INCOME FAMILIES

Subpart A-Eligibility RequirementsSec.
237.1 Scope of subpart.
237.5 Incorporation by reference.
237.15 Credit requirements.
237.20 Eligible property.
237.25 Income criteria.
237.30 Maximum mortgage amount.

Subpart B-Contract Rights and Obligations
237.251 Incorporation by reference.
237.260 Method of paying Insurance

benefits.

Subpart C-Assistance Paymonfns--Homos for Low
and Moderato Income Families

237.301 Incorporation by reference.
237.305 Application for assistance payments.
237.310 Execution of assistanca payment

contract.
A'rnoarr: The provisions of this Part 237

issued under sees. 203, 211, 237, 52 Stat. 10, 23,
82 Stat. 485; 12 U.S.C. 1709, 1715b, 1715z-2.

Subpart A-Eligibilily Requlromonts
§ 237.1 Scope of subpart.

Mortgage insurance under section 237
of the National Housing Act is provided
under this section for mortgages financ-
ing the purchase of a single family home
by a low or moderate income family that
is unable to meet the credit requirementa
for mortgages insured under sectIon 203,
220, 221, or 234 of the Act, if the mort-
gage meets the special requirements of
this subpart.
§ 237.5 Incorporation by referehee.

To be eligible for insurance under this,

subpart, a mortgage shall meet all of the
eligibility requirements for Insurance
under § 203.1 et seq. (Part 203, Subpart
A) of this chapter; §§ 220.1 et seq. (Part
220, Subpart A) of this chapter; §§ 221.1
et seq. (Part 221. Subpart A) of this
chapter; or §§ 234.1 et seq. (Part 234,
Subpart A) of this chapter, except that
the mortgage shall comply with the
special requirements of this subpart.
§ 237.15 Credit requirements.

The mortgage shall be executed by a
mortgagor who the Commiszioner has
determined would not be an acceptable
credit risk for mortgage insurance pur-
poses under one of the subparts referred
to in § 237.5, but who would be a reason-
ably satisfactory credit risk and accept-
able for insurance under this subpart.
The determination of unacceptability for
mortgage Insurance under one of the
referenced subparts shall be based on the
mortgagor's credit standing, debt obli-
gations, total annual Income, or Income
characteristics. The determination of ac-
ceptability for mortgage insurance under
this subpart shall be based on a finding
by the Commissioner that the mortgagor
should be able to meet his obligations
under the Insured mortgage If he recelves
budget, debt management, and related
counseling.
§ 237.20 Eligible property.

The mortgage shall be given to finance
the purchase of a single family dwelling
or a family unit in a condominium.
§ 237.25 Income criteria.

The mortgage shall be executed by a
mortgagor who meets the income criteria
established by the Commissioner for low
and moderate income families.
§ 237.30 M aximum mortgage amount.

The mortgage shall not exceed the
smallest of the following amounts:

(a) The applicable dollar limits of the
subpart under which the mortgage would
otherwise be eligible for Insurance.

(b) $18,000 or $21,000 In any geo-
graphical area where the Commissioner
finds that cost levels so require.

(c) A principal amount which when
amortized will result In monthly pay-
ments consisting of principal, Interest,
mated real estate taxes, the aggregate of
mortgage insurance premiums, and esti-
which will not exceed 25 percent of the
mortgagor's income. For the purposes
of determining such 25 percent, the
mortgagor's income shall be computed
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either as his average monthly income
during the year prior to the date of the
application for mortgage insurance or
as his average monthly income during
the 3 years prior to such application,
whichever amount is the greater.

Subpart B-Contract Rights and
Obligations

§ 237.251 Incorporation by reference.
(a) Mortgages insured under section

237 of the Act shall be governed by the
provisions covering contract rights and
obligations, as they respectively relate
to the several mortgage insurance pro-
grams set forth in § 237.3, except that
the foregoing regulations concerning
mutuality of an insurance fund shall not
apply and the mortgage insurance shall
be the obligation of the Special Risk
Insurance Fund.

(b) For the purposes of this subpart,
all of the references in §1 203.251 et seq.
(Part 203, Subpart B) of this chapter;
§§ 220.251 et seq. (Part 220, Subpart B)
of this chapter; §§ 221.251 et seq. (Part
221, Subpart B) of this chapter; or
§ § 234.251 et seq. (Part 234, Subpart B) of
this chapter to:

(1) Section 203, 220, 221, or 234 of the
Act shall be construed to refer to section
237 of the Act.

(2) The Mutual Mortgage Insurance
Fund or the General Insurance Fund
shall be construed to refer to the Special
Risk Insurance Fund.
§ 237.260 Method of paying insurance

benefits.
If the application for insurance bene-

fits is acceptable to the Commissioner,
the insurance claim shall be paidin cash,
unless the mortgagee files a written re-
quest with the application for payment
in debentures. If such a request is made,
the claim shall be paid'in debentures
issued in multiples df $50, with any bal-
ance less than $50 to be paid in cash.

Subpart C-Assistance Payments-
Homes for Low and Moderate In-

come Families
§ 237.301 Incorporation by reference.

(a) All of the provisions of Subpart C,
Part 235 of this chapter concerning as-
sistance payments for lower income fam-
ilies apply to assistance payments for
mortgages insured under section 237 of
the National Housing Act, except the
following provisions:
Sec.
235210 Execution of assistance payment

contract.
235.325 Qualified cooperative members.
235.330 Cooperative units eligible for

assistance payments.

(b) For the purposes of this subpart,
all references in Part 235 of this chapter
to:

(1) Section 235 of the Act shall be
construed to refer to section 237 of the
Act.

(2) This subpart shall be construed
to refer to Subpart C of this Part 237.

(3) Subparts A and B of this part
shall be construed to refer to Subparts
A and B of this Part 237.

§ 237.305 Application for assistanice pay.
nents.

Any approved mortgagee may sub-
mit, on a form prescribed by the Cora-
miss-oner, an application for assistance
payments In accordance with the provi-
sions of this subpart.

§ 237.310 Execution of assistance pay-
ment contract.

The issuance of a mortgage insurance
certificate pursuant to § 237.1 et seq.
shall also constitute the execution of the
contract for assistance payments with
respect to the mortgage being insured,
if the mortgagor has applied'for such
assistance payments.

PART 238-YIELD INSURANCE
[SEC. 7021
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ELarmy, Paosxcrs
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238.12 Effective date.

Subpart B-Contrad Rights and Obligallons

238251
238.252
238.253
238.254
238255
238.256
238.257
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238.259
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Definitions.
Premiums.
Contract of insurance.
Excess earnngs.
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contract of Insurance.
Amendment of regulations.
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Amrorr: The provisions of this Part 238
Issued under sec. 712,62 Stat. 1281, as amend-
ed; 12 U.S.C. 174Tl.

Subpart A-Eligibility Requirements
APPROVAL OF IZuv ORS

§ 233.1 (lassification of investors.

Such of the following may become an
approved investor as the Commissioner
shall find to be qualified by business ex.-
perlence and facilities to afford assur-
ance of the necessary continuity of long-
term investment and to have available
the necessary capital required for long-
term investment in the project and shall
approve as eligible for insurance under
Title VII of the National Housing Act:

(a) Any natural person;
(b) Any group of not more than ten

natural persons;
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(c) Any corporation, company, aso-
ciation, trust or other Ieza entity; or

(d) Any combination of two or more
corporations, companies, associations,
trusts or other legal entities having all-
the powers necezzoy to comply with the
requirements of such title.

233.2 'Withdrawal of approval.
Approval of an Investor may be with-

drawn by notice from the Commi-ssoner
at any time for cause deemed suficient
by the Commizsoner, but no withdrawal
will affect any commitment or contract
of insurance theretofore entered Into
with such Investor.

APL zcArxo:? Am CoJznm=rr
§ 238.3 Submision of application.

Any approved investor may submit an
application for insurance In connection
with an Investment which it proposes
to mahe pursuant to the provisions of
Title VII of the National Housing Act.
§ 238.4 Form of bpplicaion.

The application must be made upon a
standard form prescribed by the Com-
mLssoner and filed at the local Federal
Housing Adminitration offce serving
the area in which the property Is located.
§230.5 Application and connnient

fee.
The application must be accom-

panied by the Inve-tor's check to cover an
application fee computed at the rate of
$150 per $1,000 of the estimated invest-
ment stated n the application, to cover
the cost of analysis by the Commissioner,
and at the time of delivery of the com-
mitment a further sum (referred to as
commitment fee) shall be paid, which,
when added to the application fee, will
agureate $3.00 per $1,000 of the esti-
mated investment as specfled in the
commitment. If the application is re-
fused as a result of preliminary exam-
ination by the Commissioner, the fee
paid will be returned to the applicant
but no portion of the fee will be returned
after further work has been performed
following preliminary examination. If
the amount of established Investment is
Increased after insurance, the fees herein
provided for shall be based upon the
amount of such ncrease.
§ 238.6 Inspectionfcc.

An inspection fee computed at the rate
of $2.00 per $1,000 of the face amount of
the commitment shall be paid as pro-
vided for in the commitment.
§ 230.7 Approval of application.

Upon approval of an application a
commitment will be Issued upon a form
approved by the Commission setting
forth the terms and conditions upon
which the insurance will be granted.

Emm PnoxcTs
§ 238.0 Project eligibility requirements.

To be eligible for insurance, a project
shall meet the following conditions:
(a) The CommIzsiondr shall be satis-

fled that there Is in the locality ormetro-
politan area of such project a need for
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new rental dwellings at rents comparable
to the rents proposed to be charged for
the dwellings In such project.

(b) The project shall be economically
sound and shall contain at least twenty-
five (25) dwelling units.

(c) The dwellings in such project shall
be acceptable to the Commissioner as to
quality, design, size and type.

(d) The investor shall establish in a
manner satisfactory to the Commis-
sioner that good and merchantable title
in fee simple or under long-term lease-
hold (under a lease having a term of not
less than 99 years which is renewable or
under a lease having not less than 60
years to run from the date of commit-
ment to insure under Title VII of the
act is executed) satisfactory to the Com-
missioner to the real estate to be in-
cluded in the project is vested in the in-
vestor fre: and clear of liens and will so
remain as long as the contract of Insur-
ance remains in force, and after com-
pletion of the project, the investor must
establish that there are no outstanding
unpaid obligations contracted in con-
nection with the construction or comple-
tion of the project, except taxes and
such other liens and obligations as may
be approved or prescribed by the Com-
missioner. Debentures issued by the in-
vestor which are payable out of net in-
come from the project and from the
benefits of the insurance contract shall
not be construed as "unpaid obligations"
as such term Is used in this paragraph.

(e) The project may include, in ad-
dition to the dwellings, such stores, com-
mercial or community facilities as the
Conmssioner shall determine to be
necessary or desirable appurtenances to
the project.

(f) The investor shall establish in a
manner satisfactory to the Commissioner
that it has and will make available suf-
ficient funds to complete the project In
accordance with the plans and specifica-
tions approved by the Commissioner.

(g) An investor must establish that
no restriction upon the sale or occupancy
of the project, on the basis of race, color,
or creed, has been filed of record at any
time subsequent to February 15, 1950,
and must certify that so long as the in-
surance contract remains in force he will
not file for record any restriction affect-
ing the project or execute any agreement,
lease, or conveyance affecting the project
which imposes any such restriction upon
Its sale or occupancy.

(h) (1) Any contract or subcontract
executed for the performance of con-
struction of the project shall comply with
all applicable labor standards and provi-
sions of the regulations of the Secretary
of Labor, Issued May 9, 1951 (29 CFR 5.1
to 5.12).

(2) No construction contract shall be
entered into with a general contractor
or any subcontractor If such contractor
or any such subcontractor or any firm,
corporation, partnership or association
in which such contractor or subcontrac-
tor has a substantial interest is included
on the ineligible list of the contractors or
subcontractors established and main-

tained by the Comptroller General, pur-
suant to regulations of the Secretary of
Labor (29 CBR 5.6 (b)).

(3) No project shall be eligible for in-
surance unless subsequent to completion
of construction there is filed a certificate,
executed by the general contractor, In
the form required by the Commissioner,
certifying that the laborers and mechan-
ics employed in the construction of the
dwelling or dwellings or housing project
involved have been paid not less than
the wages prevailing in the locality in
which the work was performed for the
corresponding classes of laborers and
mechanics employed on construction of
a similar character, as determined by the
Secretary of Labor prior to the beginning
of construction and after the date of
filing of the application for Insurance.

REsTS
§ 238.9 Rental schedule.

No charge shall be made by the in-
vestor for the dwelling accommodations
offered by the project in excess of that
provided in a rental schedule to be filed
with the Commissioner and approved by
him or his duly constituted representa-
tive prior to the opening of the project
for rental: Provided, That in no event
shall the rent proposed to be charged or
collected for any dwelling In the project,
including charges for heat and other
customary services as determined by the
Commissioner, exceed $120 per month,
nor shall the average rental for all
dwellings in the project exceed $100 per
month.

§ 238.10 Charges in addition to maxi-
mum rental.

The established maximum rental shall
be the maximum authorized charge
against any tenant for the dwelling
accommodations offered exclusive of
telephone, gas, electric, and refrigeration
services. Charges In addition to such
maximum rental may be made against a
tenant for telephone, gas, electric, re-
frigeration, and other facilities and priv-
ileges furnished by the investor, but only
with the approval of the Commissioner.
No additional amounts may be required
from a tenant In the nature of security
deposits as a condition to occupancy of
such units without the prior approval of
the Commissioner.

TITLE

§ 238.11 Title.
At the time the contract of insurance

is executed, the investor shall furnish
to the Commissioner a survey satisfac-
tory to him and a policy of title insur-
ance as provided in paragraph (a) of
this section: Provided, however, That in
the event the investor is unable to fur-
nish such policy for reasons satisfactory
to the Commissioner the investor, with-
out expense to the Commissioner, shall
furnish evidence of title as prescribed in
paragraphs (b), (a) or (d) of this sec-
tion as the Commissioner may require.

(a) An owner's policy of title insur-
ance issued by a company satisfactory to
the Commissioner in such form and

amount as may be approved by tho Com-
missioner. Such policy shall run to the
investor and the Commissioner as their
respective interests may appear and may
contain such exceptions, restrictions and
limitations as are approved by the Com-
missioner.

(b) An abstract of title satisfactory to
the Commissioner prepared by an ab-
stract company or individual engaged
In the business of preparing abstracts of
title, accompanied by a legal opinion sat-
isfactory to the Commissioner as to the
quality of such title signed by an at-
torney experienced in the examination
of titles.

(c) A Torrens or similar title certifl-
cate.

(d) Evidence of title conforming to the
standards of a supervising branch of the
Government of the United States of
America or of any State or Territory
thereof.

Errnczvn DATI
§ 238.12 Effective date.

The administrative rules in this sub-
part are effective as to all projects on
which a commitment to insure under
Title Vii Is issued on or after November
12, 1948.

Subpart B-Contract Rights and
Obligations

§ 238.251 Definitions.
As used in this subpart, the following

terms shall have the meanings respec-
tively ascribed to them below, and unless
the context clearly indicates otherwise,
shall include the plural as well as the
singular number.

(a) The term "Commissioner" shall
mean the Federal Housing Commis-
sioner.

(b) The term "act" shall mean the
National Housing Act, as amended.

(c) The term "contract of insurance"
shall mean the written instrument duly
executed by the Commissioner and the
Investor, setting forth the terms, condi-
tions and provisions of insurance.

(d) The term "investor" shall mean
the insured named in the contract of
insurance and shall include any assigneo,
pledgee or transferee of the insured
which has been approved by the Com-
missioner and which is entitled to re-
ceive the benefits of the insurance con-
tract.

(e) The term "project" shall mean a
project (including all property, real and
personal, contracts, rights and choses in
action acquired, owned or hold by the
Investor in connection therewith) of an
Investor designed and used primarily for
the purpose of providing dwellings, the
occupancy of which is permitted by the
investor in consideration of agreed
charges, and may include such stores,
offices, commercial, community or other
facilities as the Commissioner may ap-
prove.

(f) The term "estimated Investment"
shall mean the estimated cost of the de-
velopment of the project as stated In the
application submitted to the Commis-
sioner for insurance under Title VII of
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the act and the regulations in this sub-
part.

(g) The term "establishment invest-
ment" shall mean the amount of the rea-
sonable costs as approved by the Com-
missioner, incurred by the investor in,
and necessary for carrying out all works
and undertakings for the development
of the project, and shall include the
premium charge for the first operating
year and the cost of all necessary sur-
veys, plans and specifications, architec-
tural, engineering, or other special serv-
ices (land acquisition, site preparation,
construction and equipment; a reason-
able return on the funds of the investor
paid out in the course of the development
of the project up to, and including, the
initial occupancy date; necessary ex-
penses in connection with the initial oc-
cupancy of the project; and the cost of
such items as the Commissioner shall
determine to be necessary for the de-
velopment of the project:
(1) Less the amount by which the rents

and revenues derive from the project
up to, and including, the initial o-
cupancy date, exceeded the reasonable
and proper expenses as approved by the
Commissioner, incurred by the investor
b, and necessary for, operating and
maintaining said project up to, and in-
cluding, the initial occupancy date, or

(2) Plus the amount by which such ex-
penses exceeded such rents and revenues
as the case may be: Provided, That the
amount of the established investment so
determined and approved by the.Com-
missioner as of the date of initial oc-
cupancy of the project shall be subject
to adjustment from time to time pursu-
ant to the authority contained in section
712 of the act, and in accordance with
the regulations in this subpart, to provide
for increases, in such amounts as the
Commissioner determines, if the investor
makes capital improvements or addi-
tions to the project, or to provide for
decreases, in such amounts as the Com-
missioner determines, if any part of the
project is sold or transferred.

(h) The term "physical completion
date" shall mean the last day of the
calendar month in which the Commis-
sioner determines that the construction
of the project is substantially completed
and substantially all of the dwellings
therein are available for occupancy.

(I) The term "initial occupancy date"
shall mean the last day of the calendar
month in which 90 percent in number
of the dwellings in the project on the
physical completion date shall have been
occupied, but shall in no event be later
than the last day of the sixth calendar
month next following the.physical com-
pletion date. -

Cj) The -term "operating year" -shal

mean the period of 12 consecutive calen-
dar months next following the initial
occupancy date and each succeeding
period of 12 consecutive calendar
months, and the period of the first 12
consecutive calendar months next fol-
lowing the initial occupancy date shall
be the first operating year.

(k) The term "gross income" for any
operating year shall mean the total rents

and revenues and other income derived
from, or in connection with, the project
during such operating year.

(1) The term "operating expenses" for
any operating year shall mean the
amounts, as approved by the Cormmis-
soner, necessary to meet the reasonable
and proper costs of, and to provide for,
operating and maintaining the project,
And to establish and maintain reasonable
and proper reserves for repairs, main-
tenance, and replacements, and other
necessary reserves during such operat-
ing year, and shall include necessary ex-
penses for real estate taxes, special
assessments, premium charges made pur-
suant to Title VII of the act and the
regulations in this part, administrative
expenses, the annual rental under any
lease pursuant to which the real property
comprising the site of the project is held
by the investor, and insurance charges,
together with such other expenses as the
Commissioner shall determine to be nec-
essary for the proper operation and
maintenance of the project, but shall not
include income taxes.
(m) The term "net income" for any

operating year shall mean gross income
remaining after the payment of the op-
erating expenses.

(n) The tetm "minimum annual
amortization charge" shall mean an
amount equal to 2 percent of the estab-
lished investment, exceiSt that in the
case of a project where the real property
comprising the site thereof is held by
the investor under a lease, If (notwith-
standing the proviso of § 238.252) the
gross income for any operating year shall
be less than the amount required to pay
the operating expenses (including the
annual rental under such lease), the
minimum annual amortization charge
for such operating year shall mean an
amount equal to 2 percent of the estab-
lished investment plus the amount of the
annual rental under such lease to the
extent that the same is not paid from the
gross income.
(o) The term "annual return" for any

operating year shall mean the net income
remaining after the payment of the min-
imum annual amortization charge.
(p) The term "Insured annual return"

shall mean an amount not to exceed
21 percent per annum on the outstand-
ing investment and shanll be fixed in the
-commitment to insure or in the contract
of insurance.

(q) The term "minimum annual re-
turn" for any operating year shall mean
an amount equal to 31S percent of the
outstanding investment for such opeamt-
ing year or such lesser amount as shall
be agreed upon by the investor and the
CommiIoner.

r) The term "excess earnings" for
any operating year shall mean the net
income derived from the project in ex-
cess of the minimum annual amortiza-
tion charge and the minimum annual
return and income taxes.
(s) The term "outstanding invest-

ment" for any operating year shall mean
the established investment less an
amount equal to:

(1) The aggrezate of the minimum
annual amortization charge for each
precef-ding operating year plus

(2) The aggregate of the excess earn-
ings, If any, during each preceding op-
erating year applied, in addition to the
minimum annual amortization charge,
to amortization in accordance with the
provisions of 5 238.254:
Provided, That the outstanding invest-
ment for any operating year shall be
subject to adjustment in such amounts
as the Commissioner determines, pur-
suiant to the authority contained in se-
tion 712 of the act and the regulations
in this subpart, to provide for a reduction
in such outstanding Investment for any
operating year pending the restoration
of damage to the project caused by fire,
flood, earthquake, tornado or other
casualty.
§ 238.252 Premiums.

(a) The investor shall pay to the
Commissioner an annual insurance pre-
mium in an amount equal to 2 of 1 per-
cent of the outstanding investment for
the operating year for which such pre-
mium charge is payable without taking
into account the excess earnings, if any,
applied, in addition to the minimum
amortization charge, to amortization of
the outstanding investment. Such pre-
mimum charge shall be payable annually
in advance by the investor either in cash
or debentures Issued by the Commis-
sioner under Title VIr of the act at par
plus accrued interest: Provided, T at if
In any operating year the gross income
shall be less than the operating expenses,
the premium charge payable during such
operating year shall be waived, but only
to the extent of the amount of the dif-
ference between such expenses and such
income and subject to subsequent pay-
ment out of any excess earnings as pro-
vided in § 238.254.

(b) The first premium covering the
first operating year shall be payable on
the date the contract of insurance is exe-
cuted and subsequent annual premiums
shall be paid on or before the first day of
each succeeding operating year until the
project is acquired by the Commissioner
or until the contract of insurance is
otherwise terminated as set forth In
§ 238.258. At the close of-each operating
year the premium payable in advance for
such operating year may be adjusted to
take into account any increase or de-
crease in the outstanding investment for
such operating year pursuant to the au-
thority contained in section 712 of the
act and the regulations in this subpart
and any excess premiums collected shall
be refunded to the investor and any defi-
clencies in the amount of the premium
already collected and the amount found
to be due for such operating year shall
be paid by the investor.
§ 23.253 Contract of insurance.

Upon compliance satisfactory to the
Commissioner with the terms of the com-
mitment to insure, the Commissioner
and the investor shall execute the con-
tract of insurance. The Commissioner
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and the investor shall thereafter be
bound by the contract of Insurance, sub-
ject to the provisions of the regulations
in this subpart which shall form part of
each such contract. Any or all rights,
claims or other benefits under the provi-
sions of the Insurance contract may be
assigned, pledged or otherwise trans-
ferred upon such terms and conditions
as may be approved by the Commis-
sioner and agreed upon by an instrument
In writing executed by the original In-
vestor and by an assignee, pledgee, or
other transferee satisfactory to the Com-
missioner.
§ 238.254 Excess earnings.

For all of the purposes of any Insur-
ance contract, 50 percent of the excess
earnings, if any, for any operating year
may be applied, in addition to the mini-
mum annual return, to return on the
outstanding investment but only to the
extent that such application thereof does
not result in an annual return of more
-than 5 percent of the outstanding in-
vestment for such operating year, and
the balance of any such excess earnings
shall be applied, in addition to the mini-
mum annual amortization charge, to
amortization of the outstanding invest-
ment: Provided, That if in any preceding
operating years the gross income shall
have been less than the operating ex-
penses, such excess earnings shall be ap-
plied to the extent necessary in whole
or in part, first, to the reimbursement of
the amount of the difference between
such expenses (exclusive of any pre-
mium charges previously waived under
§ 238.252) and such income, and second,
to the payment of any premium charges
previously waived hereunder.
§ 238.255 Supervision of investor.

(a) Maintenance of books and records.
The investor shall establish and maintain
such books, records and accounts with
respect to the insured project as may be
prescribed by the Commissioner and will,
in the judgment of the Commissioner,
adequately and accurately reflect the
condition and operations of the project.
The investor shall agree to permit the
Commissioner or his agent at all reason-
able times upon request to examine any
and all books, records, contracts, docu-
ments, and accounts of the investor
which reflect in any way the condition
or operations of the project.

(b) Financial and operating state-
ments. With respect to each project, the
contract of insurance shall provide that
after the close of each operating year the
investor shall submit to the Commis-
sioner for approval a financial and oper-
ating statement covering such operating
year in such form as the Commissioner
may prescribe. If any such financial
and operating statement shall not have
been submitted or, for proper cause, shall
not have been approved by the Commis-
sioner, payment of any claim submitted
by the investor may, at the option of
the Commissioner, be withheld, in whole
or in part, until such statement shall
have been submitted and approved.

(c) Special information and reports.
The investor shall furnish, at the request
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of the Commissioner or his agent, specific
answers to- questions upon which Infor-
mation Is desired from time to timp re-
lating to the income, assets, liabilities,
contracts, operation, rents, or condition
of the property and any other informa-
tion with respect to the investor or the
project which may reasonably be re-
quired.

(d) Rents to conform with rental
schedule. The investor shall charge and
collect rents for the dwelling units in the
project only in accordance with a rent
schedule approved by the Commissioner.
No change therein nor additional re-,
quirements in the nature of security de-
posits as a condition to occupancy of such
units shall be made by the investor with-
out the prior approval of the Commis-
sioner.

(e) Increases and decreases in estab-
lished investment. No capital expendi-
ture for additions or improvements
which would have the effect of increasing
the established investment or no sale of
any portion of the project which would
have the effect of reducing the estab-
lished investment shall be made without
the prior written approval of the Com-
missioner. In no event shall the investor
mortgage or pledge all or any part of the
project as security for any debt so long
as the contract of insurance remains in
force.
§ 238.256 Payment of claims.

If in any operating year the net in-
come of a project is less than the aggre-
gate of the minimum annual amortiza-
tion charge and the insured annual
return, the Commissioner, upon submis-
sion by the investor of a claim for the
payment of the amount of the difference
between such net income and the aggre-
gate of the minimum. annual amortiza-
tion charge and the insured annual re-
turn, and after proof of the validity of
such claim, shall pay to the investor in
cash from the General Insurance Fund
the amount of such difference as deter-
mined by the Commissioner, but not ex-
ceeding in any event an amount equal
to the aggregate of the minimum annual
amortization charge and the insured an-
nual return.
§ 238.257 Debentures.

(a) Commissioner's right to acquire
project. If the aggregate of the amounts
paid to the investor pursuant to § 238.256
shall at any time equal or exceed 15 per-
cent of the established investment, the
Commissioner thereafter shall have the
right, after written notice to the investor
of his intention so to do, to acquire, as of
the first day bf the operating year after
such notice Is given, such project in con-
sideration of the Issuance and delivery to
the investor of debentures having a total
face value equal to 90 percent of the out-
standing investment for such operating
year. In any such case, the investor
shall be obligated to transfer and convey
to the Commissioner good and merchant-
able title to the project undamaged by
fire, earthquake, flood, tornado, or waste,
and free and clear of all liens, encum-
brances, and defects, except such as were
approved by the Commissioner at the

time the project was Insured or may be
approved by him at the time of such
transfer, and shall furnish to the Com-
missioner satisfactory continuation of
the title evidence approved at the time of
Insurance to, and including, the trans-
fer to the Commissoner without coot to
him. In the event the investor falls to
meet the obligation described In the pre-
ceding sentence, the Commissioner may,
at his option, terminate the insurance
contract.

(b) Investor's right to convey project
to Commissioner. If In any operating
year the aggregate of the differences be-
tween the operating expenses (exclutive
of any premium charges previously
waived under § 238.252) and the gross In-
come for the preceding operating years,
less the aggregate of any deficits in such
operating expenses reimbursed from ex-
cess earnings as provided in § 28.254,
shall at any time equal or exceed 5 per-
cent of the established Investment, the
investor shall thereafter have the right,
after written notice to the Comms sioner
of his intention so to do, to convey the
project to the Commissioner as of the
first day of the operating year after such
notice is given, and to receive from the
Commissioner debentures having a total
face value equal to 90 percent of the out-
standing investment for such operating
year. In any case, the investor shall
be obligated to transfer and convey to the
Commissioner good and merchantable
title to the project, undamaged by fire,
earthquake, flood, tornado, or waste, and
free and clear of all liens, encumbrances
and defects, except such as were ap-
proved by the Commissioner at the time
the project was insured or may be ap-
proved by him at the time of such trans-
fer, and shall furnish the Commissioner
satisfactory continuation of the title
evidence approved at the time of insur-
ance to, and Including, the transfer to
the Commissioner without cost to him,
(c) Waste. The term "waste" as used

In paragraphs (a) and (b) of this section
means permanent or substantial injury
caused by unreasonable use or abuso, and
Is not intended to Include damage caused
by ordinary wear and tear.

(d) Effect of Commissioner's acqls-
tion of project. Upon the acquisition of
a project by the Commissioner pursuant
to. this section, the insurance contract
shall terminate.
(e) Date and term of debentures.

The debentures Issued under Title VII of
the act to any investor shall be issued in
accordance with the provisions of section
703 of the act, shall be dated as of the
first day of the operating year in which
the project for which such debentures
were issued was acquired by the Commis-
sioner, shall bear interest at the rate of
2%/ percent per annum, payable semi-
annually on the first day of January and
the first day of July of each year, and
shall mature on the first day of July in
the twentieth year following the date of
Issuance thereof. Such debentures shall
be registered as to principal and inter-
est and all or any such debentures may
be redeemed at the option of the Com-
missioner with the approval of the Score-
tary of the Treasury at par and accrued
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interest on any interest payment date on
3 months' notice of redemption given
in such manner as the Commissioner
shall prescribe. Such debentures shall
be issued in multiples of $50 and any dif-
ference not in excess of $50 between the
amount of debentures to which the in-
vestor is otherwise entitled hereunder
and the aggregate face value of the de-
bentures issued shall be paid in cash by
the Commissioner to the investor.
§ 238.258 Termination anc- reinstate-

ment of contract of insurance.

(a) Termination of insurance con-
tract at investor's option. The investor,
after written notice to the Commissioner
of his intention to do so, may terminate,
as of the close of any operating year in
which such notice is given, any contract
of insurance, upon payment to the Com-
missioner of an adjusted premium charge
of 1 percent of the established invest-
ment but not in excess of the aggregate
amount of the premium charges which
the investor otherwise would have been
required to pay if such contract of in-
surance had not been so terminated.

(b) Termination of insurance contract
at Commissioner's option. The Commis-
sioner may, at his option, terminate any
insurance contract in the event that:

(1) The investor fails or refuses for a
period of 30 days after receipt of a de-
mand by the Commissioner to pay in-
surance premiums in accordance with
the provisions of § 238.252.

(2) The investor sells or transfers all
or any part of the project without the
approval of the Commissioner.

(3) The investor fails or refuses to
comply with the requirements and sub-
mit to the supervision of the Commis-
sioner in the manner and to the extent
prescribed in § 238.255.

(c) Reinstatement of insurance con-
tract. Upon application by the investor
and compliance with such terms and
conditions as may be required by the
Commissioner in connection with the
particular transaction any contract of
insurance terminated pursuant to para-
graph (b) of this section may be rein-
stated, subject to the investor making
payment to the Commissioner of an
amount equal to the insurance premiums
which would have been due and pay-
able if the contract of insurance had not
been terminated.

(d) Expiration of insurance contract.
Any insurance contract shall expire as
of the first day of the operating year
for which the outstanding investment
amounts to not more than 10 percent of
the established investment.
§ 233.259 Amendment of regulations.

The regliations in this part may be
amended by the Commissioner at any
time and from time to time, in whole or
in part, but such amendment shall not
adversely affect the interests of a mort-
gagee under the contract of insurance on
any mortgage already insured or to be
Insured on which the Commissioner has
niade a commitment to insure.

§ 238.260 Effective date.
The regulations in this subpart shall

be effective as to all contracts of Insur-
ance or commitments to insure Issued
subsequent to the date hereof.
PART 240-MORTGAGE INSURANCE
ON LOANS FOR FEE TITLE PURCHASE

Subpart A-ElgbIlity Requirements
Sec.
240.1 Incorporation by reference.
240.5 Maximum loan amounts.
240.10 Use of proceeds.
240.15 Nature of property.

Subpart B--Contrad Rights and Obligations
240.51 Incorporation by reference.

AuTnonr: The provisions of this Part
'240 issued under sec. 211, 52 Stat. 23, as
amended, sec. 240, 82 Stat. 476, as amended;
12 U.S.C. 1715b,
Subpart A-Eligibility Requirements
§ 240.1 Incorporation by reference.

(a) All of the provisions in §§ 203.50
et seq. of this chapter covering insured
home improvement loans under section
203(k) of the Act shall apply to loans
for the purchase of the fee simple title
to property which are insured under sec-
tion 240 of the Act except the following
provisions:
see.
203.73 Maximum loin amounts.
203.82 Use of proceeds.
203.83 Nature of borrower's ownership.
203.95 Owner-occupancy In mlUtary servica

cases.

(b) For the purposes of this subpart,
all references in §§ 203.50 et seq. of this
chapter to:

(1) Section 203(k) of the Act shall be
construed to refer to section 240 of the
Act.

(2) Sections 203.50 et seq. of this
chapter shall be construed to refer to
this subpart.
§ 240.5 Maximum loan amounts.

The loan shall not exceed:
(a) The cost of purchasing the fee

simple title or $10,000 per family unit,
whichever is the lesser; or

(b) An amount which when added to
any outstanding indebtedness related to
the property, as determined by the Com-
missioner, creates a total outstanding
indebtedness which does not exceed the
limits prescribed in §§ 203.18(a) (1). 203.-
18(b), or 203.18(c) of this chapter, as
applicable.
§ 240.10 Use of proceeds.

The proceeds of the loan shall be used
only by homeowners to finance the pur-
chase of the fee simple title to property
on which their homes are located.
§ 240.15 Nature of property.

To be eligible for insurance, the loan
must relate to property on which there
Is located a dwelling designed princi-
pally for a one-. two-, three- or four-
family residence, and which prior to the
purchase of the fee simple title is being
leased by the borrower under a long-
term ground lease.

Subpart B--Contract Rights and
Obligations

§ 240.251 Incorporation by reference.
(a) All of the provisions of §8 203A40

et seq. of this chapter covering insured
home improvement loans under section
203(k) of the Act shall apply to loans
for the purchase of the fee simple title
to property which are insured under sec-
tion 240 of the Act.

(b) In addition to the provisions of
paragraph (a) of this section, the defi-
nitions contained In § 203.50 of this chap-
ter shall apply to this subpart.

P A R T 241-SUPPLEMENTARY FI-
NANCING FOR INSURED PROJECT
MORTGAGES

Subpart A-Elgibility RequirementsSec.
241.1 Dlln'tionz.
241.10 Application and commitment fees.
241.15 Commltments.
241.20 Inspection fee.
241.25 Fece on increase.
241.30 Refund of fees.
241.5 Charges by lender.
241.40 EgIble lenders.
241.45 Note and recurity form.
241.55 Method of loan payment.
241.60 Date of flrst payment to principal.
241.65 Maturity.
241.70 Max.im loan amount.
241.75 Maximum Interest rate.
241.80 EligIbility of title.
241.85 Title evidence.
241.90 Accumulation of next premium.
241.95 Application of payments.
241.100 Prepayment privilege and charge.
241.105 Late charge.
241.110 Certfleate of use for tranment or

hotel purp.ses.
241.115 Zoning, deed or building restric-

241.120 Certificate of nondiscrimination by
borrower.

241.125 Ue of loan proceeds.
241.130 Supervison by Commissioner.
241.235 Building loan agreement.
241A40 Aauranice of completion.
241.145 Labor requirements.
241.150 Discrimination prohibited.
241,155 Cost certification requirements;

loan $200.000 or less.
241.160 Cost certification requirements;

loas over $200.000.
241.249 Effect of amendments.

Subpart B-Contrad Rights and Oblisalons
241.251 Incorporation by reference.
241-2C0 DfilnitIons.
241203 Termination of Insurance.
241.270 Refund upon termination of Insur-

ance.
241.275 No vested right In fund.

Awon orr: The provisions of this Part 241
issued under sec. 211, 52 Stat. 23, as amended.
sc. 241, 82 Stat. 503, as amended; 12 U.S.C.
1716b. 1715z-O.

Subpart A-Eligibility Requirements
§ 241.1 Definitions.

As used n this subpart, the following
terms shall have the meaning indicated:

(a) "Commis-ioner" means the Fed-
eral Housing Commissioner or his au-
thorized reprezentative.

(b) "Act" means the National Hous-
ing Act, as amended.
(c) "FHA" means the Federal Housing

Administration.
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(d) "Insured loan" means a loan which
has been insured by the FHA, as evi-
denced by the endorsement of the credit
instrument for insurance by the Com-
missioner.

(e) "Insurance premium" means the
loan insurance premium paid by the
financial institution to the Commis-
sioner in consideration of the contract of
insurance.

(f) "Loan" means an advance of funds
or credit evidenced by a note, which Is
secured by a security instrument.

(g) "Outstanding indebtedness relat-
ing to the property" means the total out-
standing amount of unsecured obliga-
tions of the borrower incurred in
connection with Improving, repairing or
maintaining the property and outstand-
ing mortgages or obligations constituting
liens on the title to the property to be
Improved.

(h) "Lender" means an approved
'financial institution eligible for insur-
ance under section 241 of the Act that
is the holder of an insured loan or the
holder of a loan presented for insurance.

(I) "Borrower" means the owner of a
project covered by an insured mortgage
or a mortgage held by the Secretary,
which owner receives and becomes pri-
marily obligated for the payment of a
supplementary loan.

() "Secretary" means the Secretary
of Housing and Urban Development or
his authorized representatives.
§ 241.10 Application and commitment

fees.
(a) Application. An application for the

issuance of either a conditional or firm
commitment for insurance of an im-
provement loan on a project shall be
submitted by an approved lender and by
the sponsors of such project through the
local PHA office on an approved FHA
form. No application shall be considered
unless the exhibits called for by such
form are furnished.

(b) Application and commitment
fees-(1) Application for conditional
commitment. An application fee of $1.50
per thousand dollars of the amount of
the loan applied for shall accompany
the application for a conditional
commitment.

(2) Application for firm commitment.
An application for a firm commitment
shall be accompanied by the payment
of an application fee of $1.50 per thou-
sand dollars of the amount of the loan
applied for, if such fee has not been
previously submitted. A commitment fee,
in an amount which, when added to the
application fee, will aggregate $3 per
thousand dollars of the loan applied for,
shall also be submitted with the applica-
tion for a firm commitment.
§ 241.15 Commitments.

(a) Conditional commitment. The is-
suance of a conditional commitment in-
dicates completion of the Commissioner's
preliminary analysis of the project and
constitutes an agreement by the Com-
missioner, subject to specified terms and
conditions, to accept an application for
a firm commitment.
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(b) Firm commitment. The issuance
of a firm commitment indicates the
Commissioner's approval of the applica-
tion for insurance and sets forth the
terms and conditions upon which the
loan will be insured.

(c) Tvpes of firm commitment. The
firm commitment may provide for the
insurance of advances of loan money
made during construction or may provide
for the insurance of the loan after com-
pletion of the improvements.

(d) Term of commitment. (1) A con-
ditional commitment shall be effective
for whatever term is specified in the text
of the commitment.

(2) A firm commitment to insure ad-
vances shall be effective for a period of
not more than 180 days from the date
of issuance.

(3) A firm commitment to insure upon
completion shall be effective for a desig-
nated term within which the borrower is
required to begin construction, and if
construction is begun as required, the
commitment shall be effective for such
additional period, estimated by the
Commissioner, as will allow for comple-
tion of construction.

(4) The term of either a conditional
or firm commitment may be extended in
such manner as the Commissioner may
prescribe.

(e) Reopening of expired commit-
ments. An expired conditional or firm
commitment may be reopened if a re-
quest for reopening is received by the
Commissioner within 90 days of the ex-
piration of the commitment. The re-
opening request shall be accompanied
by a fee of 50 cents per thousand dollars
of the amount of the expired commit-
ment. If the reopening request is not
received by the Commissioner within the
required 90-day period, a new applica-
tion, accompanied by the required ap-
plication and commitment fee, must be
submitted.
§ 241.20 Inspection fee.

The firm commitment may provide for
the payment of an inspection fee in an
amount not to exceed $5 per thousand
dollars of the commitment. If an inspec-
tion fee is required, it shall be paid as
follows:

(a) If the case involves the insurance
of advances, it shall be paid at the time
of initial endorsement.

(b) If the case involves insurance upon
completion, it shall be paid prior to the
date construction is begun.
§ 241.25 Fees on increases.

(a) Increase in firm commitment prior
to endorsement. An application, filed
prior to initial endorsement (or prior to
endorsement in a case involving insur-
ance upon completion), for an increase
in the amount of an outstanding firm
commitment shall be accompanied by a
combined additional application and
commitment fee. This combined addi-
tional fee shall be in an amount which
will aggregate $3 per thousand dollars
of the amount of the requested increase.
If an inspection fee was required in the
original commitment, an additional in-

spection fee shall be paid In an amount
computed at the same dollar rate per
thousand dollars of the amount of In-
crease in commitment as was used for
the inspection fee required in the original
commitment. When Insurance of ad-
vances Is involved, the additional In-
spection fee shall be paid at the time of
initial endorsement. When Insurance
upon completion is Involved, the addi-
tional inspection fee shall be paid prior
to the date construction is begun or If
construction has begum, It shall be paid
with the application for Increase.

(b) Increase in loan between initial
anid final endorsement. Upon an appli-
cation, filed between initial and final en-
dorsement, for an Increase In the amount
of the loan, either by amendment or by
substitution of a new loan, a combined
additional application and commitment
fee shall accompany the application,
This combined additional fee shall be In
an amount which will aggregate $3 per
thousand dollars of the amount of the
increase requested. If an inspection fee
was required in the original commitment,
an additional Inspection fee shall accom-
pany the application In an amount not
to exceed $5 per thousand dollars of the
amount of the increase requested.
§ 241.30 Refund of fees.

If-the amount of the commitment Is-
sued or increase in loan granted Is lets
than the amount applied for, the Com-
missioner shall refund the excess amount
of the application and commitment fees
submitted by the applicant. If an appli-
cation is rejected before It Is assigned for
processing, or in such other Instances as
the Commissioner may determine, the
entire application and commitment fees
or any portion thereof may be returned
to the applicant. Commitment, inspec-
tion, and reopening fees may be re-
funded, in whole or in part, if It Is deter-
mined by the Commissioner that there Is
a lack of need for the housing or that
the .construction of financing of the
project has been prevented because of
condemnation proceedings or other legal
action taken by governmental body or
public agency, or in such other in-
stances as the Commissioner may deter-
mine. A transfer fee may be refunded
only in such instances as the Commis-
sioner may determine.
§ 241.35 Ciarges by lender.

(a) The lender may collect from the
borrower the amount of the fees pro-
vided for by this subpart.

(b) The lender may also collect from
the borrower an Initial service charge, as
reimbursement for the cost of closing the
transaction, In an amount not to exceed
the following:

(1) Two percent of the original prin-
cipal amount of the loan in all cases
except where the loan proceeds are to
be used only for the purchase of equip-
ment for a nursing home or group prac-
tice facility.

(2) One-half of 1 percent of the orig-
inal principal amount of the loan where"
the loan proceeds are to be used only
for the purchase of equipment for a
nursing home or group practice facility.
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(c) Any charges to be collected by the
lender in addition to those prescribed In
paragraphs (a) and (b) of this section,
shall be subject to the prior approval
of the Commissioner.
§ 241.40 Eligible lenders.

Lenders meeting the applicable eligi-
bility qualifications and requirements
contained in §§ 203.1-203.4 or 203.6 of
this chapter shall be eligible for insur-
ance of project improvement loans under
this subpart.
§ 241.45 Note and security form.

The lender shall present for insurance
a note and security Instrument on forms
approved by the Commlslsoner for use in
the jurisdiction in which the property to
be improved is located.
§ 241.55 Method of loan paymenL

The loan shall provide for monthly
payments on the first day of each month
on account of interest and principal and
shall provide for payments in accordance
with the amortization plan as agreed
upon by the borrower, the lender, and the
Commissioner.
§ 241.60 Date of first payment to prin-

cipaL
The Commissioner shall estimate the

time necessary to complete the Improve-
ments to the project and shall establish
the date of the first payment to principal.
§ 241.65 Maturity.

The loan shall have a maturity satis-
factory to the Commissioner but not to
exceed the remaining term of the insured
mortgage.
§ 241.70 Maximum loan amount.

(a) Where the project is covered by
an insured mortgage, the principal
amount of the loan shall not exceed the
lesser of the following:

(1) Ninety percent of the Commis-
sioner's estimate of the value of the im-
provements, additions, or equipment.

(2) An amount which, when added to
any outstanding indebtedness relating to
the property, does not exceed the maxi-
mum mortgage amount insurable under
the section or title pursuant to which the
mortgage covering such project or facility
Is insured.

(b) Where the project is covered by
a mortgage held by the Secretary, the
principal amount of the loan shall be in
an amount acceptable to the Secretary.
§ 241.75 Maximuminterestrate.

The loan shall bear Interest at the rate
agreed-upon by the lender and the bor-
rower, which rate shall not exceed 7 per-
cent, except that where a letter inviting
submission of an application for com-
mitment was issued by the Secretary be-
fore February 18, 1971, or an application
for commitment was received by the Sec-
retary before February 18, 1971, the loan
may bear interest at the maximum rate
In effect at the time of issuance of the
letter or receipt of the application. Idter-
est shall be payable In monthly Install-
ments on the principal then outstanding.

§ 241.80 Eligibility of title.
In order for the mortgaged property to

be eligible for insurance, the Commis-
sioner shall determine that the title to
the property is vested In the borrower as
of the date the security Instrument Is
filed for record. The title evidence will
be examined by the Commissioner and
the endorsement of the credit instrument
for insurance shall be evidence of Its
acceptability.
§ 241.85 Tide evidence.

(a) Upon insurance of the loan, the
lender shall furnish to the Commissioner
a survey, satisfactory to the Commis-
stoner, and a policy of title insurance as
provided In subparagraph (1) of this
paragraph. If the lender is unable to
furnish such policy for reasons satisfac-
tory to the Commissioner, the lender
shall furnish such evidence of title as
provided In mbparagraph (2), (3), or
(4) of this paragraph as the Commi'-
stoner may require. Any survey, policy of
title insurance, or evidence of title re-
quired under this section shall be fur-
nished without expense to the Commnis-
stoner. The acceptable types of title
evidence are:

(1) A policy of title insurance Issued
by a company satisfactory to the Com-
missioner. Such policy shall comply with
the '% .C. Standard Mortgage Form",
or the "ATA Standard Mortgage Form".
or such other form as may be approved
by the -Commissioner; shall name the
lender and the Secretary of Housing and
Urban Development, as their respictive
interests may appear, as the Insured; and
shall become an owner's policy, running
to the lender as owner upon its acquisl-
tion of the property In extinguishment of
the debt, and to the Secretary as owner
upon his acquisition of the property pur-
suant to the loan Insurance contract.

(2) An abstract of title satisfactory to
the Commissioner, prepared by an ab-
stract company or individual engaged in
the business of preparing abstracts of
title, accompanied by a legal opinion sat-
Isfactory to the Commissioner, as to the
quality of such title, signed by an at-
torney at law experienced In the exami-
nation of titles.

(3) A Torrens or similar title certifi-
cate.

(4) Evidence of title conforming to the
standards of a supervising branch of the
Government of the United States of
America, or of any State or territory
thereof.

(b) The survey required by paragraph
(a) of this section need not be furnished
n connection with a project involving re-

habilitation where the loan does not ex-
ceed $200,000.
§241.90 Accumulation of next pre-

Imum.
The security instrument shall provide

for payments by the borrower to the
lender on each interest payment date of
an amount sufficient to accumulate in the
hands of the lender one payment period
prior to Its due date the next annual
insurance premium payable by the lender

to the Commizzioner. Such payments
shall continue only as long as the con-
tract of Insuranc remains in effect.
§ 241.95 Application of payments.

(a) The security Instrument shall pro-
vide that all monthly payments to be
made by the borrower shall be added to-
gether and the aggregate amount shall be
paid by the borrower upon each monthly
payment date In a single payment. The
lender shal apply the payment in the
following order:

(1) Premalum charges under the con-
tract of insurance.

(2) Interest on the loan.
(3) Amortization of the principal of

the loan.
(b) Any deficiency in the amount of

any monthly payments required under
paragraph (a) of this section shall con-
stitute a default. The security instrument
shell provide for a grace period of 30
days within which time the default must
be cured.
§ 241.100 Prepayment privilege and

charge.
(a) Prepayment prhm7ege. (1) The

security instrument shall contain the
following provisions:

(I) A provision permitting prepay-
ment of the loan In whole or In part upon
any nterest payment date after giving
to the lender 30 days advance written
notice.

01) A provision requiring full prepay-
ment of the loan in the event the insured
mortgage or the mortgage held by the.
Secretary is paid in full prior to matu-
rity. unless the borrower submits to such
regulation or restriction as the Commis-
sioner may require.

(2) If the loan exceeds $200,000, it
may contain a provision for nch charge
In the event of prepayment of principal
as may be agreed upon between the bor-
rower and lender. The borrower shall
be Permitted to prepay up to 15 percent
of the original principal amount of the
loan in any one calendar year without
any additional charge. A provision for
a charge In the event of prepayment may
not be included i a loan of $200,000 or
less.

(b) Prepayment under co t certifica-
tion. Any reduction In the original prin-
cipal amount of the loan resulting from
the cost certification requiments of
§ 241,155 or 2,1.160 shall not be con-
strued as a prepayment of the mortgage
permitting the imposition of any penalty
or charge.
§ 241.105 Late charge.

The note and securiy instrument may
provide for the lender's collection of a
late charge, not to exceed 2 cents for
each dollar of each Payment to interest
or principal more than 15 days in
arrears, to cover the expense involved in
hnndling delinquent payments. Late
charges shall be sep rately charged to
and colected from the borrower and
ahall not be dsducted from any aggregate
monthly payment.

FEDERAL REGISTER, VOL 36, NO. 246--WEDNESDAY, DECEMBER 22, 1971

2465



24656

§ 241.110 Certificate of use for transient
or hotel purposes.

(a) The borrower shall certify under
oath, that so long as the loan Is insured
or held by the Commissioner, the bor-
rower will not rent, permit the rental, or
permit the offering for rental of the
housing, or any part thereof, covered by
such loan for transient 6r hotel purposes.
For the purpose of this certificate, the
term rental for transient or hotel pur-
poses shall mean:

(1) Rental for any period less than 30
days; or

(2) Any rental which includes the
provision of customary hotel services
such as room service for food and
beverages, maid service, furnishing and
laundering of linens and bellboy service.

(b) The provisions of paragraph (a)
of this section shall not apply in the
following instances:

(1) In connection with a housing for
the elderly project covered by a mortgage
insured under the provisions of §§ 231.1
et seq. of this chapter or by a mortgage
held by the Secretary.

(2) In connection with a nursing home
covered by a mortgage insured underthe
provisions of §§ 232.1 et sei. of this
chapter or by a mortgage held by the
Secretary.

(3) In connection with a group prac-
tice facility covered by a mortgage in-
sured under the provisions of §§ 1100.1
et seq. of this chapter or by a mortgage
held by the Secretary.
§ 241.115 Zoning, deed or building re-

strictions.
The project when improved shall not

violate any material zoning or deed re-
strictions applicable to the project
site, and shall comply with all appli-
cable building and other governmental
regulations.
§ 241.120 Certificate of nondiscrimina.

tion by borrower.
The borrower shall certify to the Com-

missioner as to each of the following
points:

(a) That neither he (it), nor anyone
authorized to act for him, (it), will refuse
to sell or rent, after the making of a
bona fide offer, or refuse to negotiate for
the sale or rental of, or otherwise make
unavailable or deny the property covered
by the security in'strument to any person
because of race, color, -religion, or na-
tional origin.

(b) That any restrictive covenant on
such property relating to race, color, re-
ligion, or national origin is recognized as
being illegal and void and is hereby
specifically disclaimed.

(c) That civil action for preventative
relief may be brought by the Attorney
General in any appropriate U.S. District
Court against any person responsible for
a violation of this certification.
§ 241.125 Use of loan proceeds.

The proceeds of the loan shall be used
only to finance improvements or addi-
tions to a multifamily project or group
practice facility which Is subject to a
mortgage insured under any section or
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title of the Act or covered by a mortgage
held by the Secretary. The proceeds of
a loan involving a nursing home or a
group practice facility may also be used
to purchase equipment to be used in
the operation of such nursing home or
facility.
§ 241.130 Supervision by Commissioner.

The Commissioner may regulate and
restrict the borrower as long as the Com-
missioner is the insurer, holder or
reinsurer of the loan. Such regulation
or restriction may be in the form of a
regulatory agreement, corporate charter
or such other means as the Commis-
sioner approves.
§ 241.135 Building loan agreement.

When advances of loan proceeds dur-
ing the construction of the Improve-
ments are to be insured, the borrower
and lender shall, prior to the initial en-
dorsement of the note for Insurance, ex-
ecute a building loan agreement approved
by the Commissioner and setting forth
the terms and conditions on which prog-
ress payments may be advanced during
construction.
§ 241.140 Assurance of completion.

(a) The borrower shall furnish assur-
ance of completion of the improvements
to the project, in the form of a personal
indemnity agreement, a surety company
bond or bonds, a cash escrow deposit, a
letter of credit, or an agreement con-
trolling the disbursement of construction
funds coupled with a guaranty of per-
formance of the construction contract,
as required by the Commissioner. No
assurance of completion shall be required
in cases not involving insurance of ad-
vances, if the Commissioner determines
that the work involved in the proposed
improvements, additions, or equipment
installation does not endanger the exist-
ing structure and will not significantly
interfere with its use during such work.
The personal indemnity agreement and
the bonds shall be on forms approved
by the Commissioner. The surety com-
pany executing a bond must be satisfac-
tory to the Commissioner. Where a cash
escrow deposit is used, it shall be estab-
lished under an agreement with the
lender or with a depository satisfactory
to the lender and the Commissioner
and shall involve cash or securities of,
or fully guaranteed as to principal and
interest by, the United States of America.
Where an agreement controlling the dis-
bursement of funds coupled with a guar-
anty of performance of the construction
contract is used, the agreement shall
contain terms satisfactory to the Com-
missioner. The types of assurance to
be furnished are as follows:

(1) Where the estimated cost of the
improvements is $500,000 or less and as-
surance is required, it may be in the
form of a personal indemnity agreement
executed by the principal officers, direc-
tors, stockholders, or partners or indi-
viduals operating as the general con-
tractor.

(2) Where the estimated cost of the
Improvements is more than $500,000 or

where such cost is less than $500,000 and
a personal indemnity agreement is not
executed, assurance (If required), may
be by a surety company bond or bonds,
a cash escrow deposit, a letter of credit,
or an agreement controlling the dis-
bursement of construction funds coupled
with a guaranty of performance of the
construction contract, the amount of
which shall be prescribed by the
Commissioner.

(b) The lender may accept, In lieu of
a cash deposit required by paragraph (a)
of this section, an unconditional irrevo-
cable letter of credit Issued to the lender
by a banking Institution. In the event
a demand under the letter of credit is
not immediately met, the lender shall
forthwith provide cash equivalent to the
undrawn balance thereunder.
§ 241.145 Labor requirements.

All of the labor standards and prevail-
ing wage requirements which were ap-
plicable to the insurance of the existing
project mortgage, or pursuant to which
the original project mortgage was In-
sured, shall also be complied with In
connection with the loan insured under
this section.
§ 241.150 Discrimination prohlibitcd.

Any contract or subcontract for the
construction of improvements to the
project shall provide that there shall be
no discrimination against any employee
or applicant for employment becausn of
race, color, creed or national origin.
§ 241.155 Cost certification requilre-

ments; loans $200,000 or less.
When the principal amount of the loan

is $200,000 or less, the following provi-
sions shall apply:

(a) Certification agreement. The
lender shall submit with the application
an agreement on a form prescribed by
the Commissioner and executed by the
borrower and the lender, in which:

(1) The borrower agrees to execute,
upon completion of the improvements, a
certificate of the actual cost of the
Improvements.

(2) The borrower and the lender agree
that if the actual cost of the improve-
ments is less than the amount authorized
in the commitment, the amount of the
loan shall not exceed the applicable per-
centage of the actual cost of the Improve-
ments, and that the amount of the loan
shall be further adjusted to the lowest
$50 multiple where the anount is not
in excess of $10,000, or adjusted to the
lowest $100 multiple where the amount
exceeds $10,000.

(b) Certificate and adjustment. No
loan shall be insured unless:

(1) The required certification of ac-
tual cost Is made by the borrower; and

(2) The amount of the loan Is ad-
justed to reflect the actual cost of the
improvements.

(c) Cost computation. The term "ac-
tual cost of the Improvements" shall
mean the borrower's cost of the Improve-
ments, after deducting the amount of
any kickbacks, rebates, or trade discounto
received in connection with the Improve-
ments, and including:
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(1) The amounts paid under any con-
tract for the improvements, labor and
materials, and for any other items of ex-
pense approved by the Commissioner:
and

(2) A reasonable allowance for con-
tractor's profit, in an amount approved
by the Commissioner, where the Com-
missioner determines that there Is an
identity of interest between the borrower
and the contractor.
§ 241.160 Cost certification require-

ments; loans over $200,000.'
When the principal amount of the

loan is over $200,000, the following pro-
visions shall apply:

(a) Certification of cost requirements.
Prior to Initial endorsement of the loan
for insurance, the borrower, the lender
and the Commissioner shall enter into
an agreement approved by the Commis-
sioner for the purpose of precluding any
excess of loan proceeds over the actual
cost of the improvements to the project.
Under this agreement, the borrower shall
agree to:*

(1) Disclose its relationship with the
builder, including any collateral agree-
nient, and with subcontractors, material
suppliers, and equipment lessors;

(2) Enter into a construction contract,
the terms of which shall depend on
whether or not there exists an identity
of interest between the borrower and
the builder;

(3) Execute a certificate of actual
costs upon completion of the improve-
ments; and

(4) Apply any excess of loan proceeds
over the borrower's actual cost of the
improvements in reduction of the out-
standing balance of the principal of the
loan.

(b) Form of contract. The -form of
contract between the borrower and the
builder shall be in accordance with the
following:

(1) Lump sum contract. If the Com-
missioner determines that there Is no
identity of interest between the borrower
or any of the officers, directors or stock-
holders of the borrower and the builder
or contractor, there may be used a lump
sum contract providing for payment of
a specified amount.

(2) Cost plus fixed fee contract. (i) If
the Commissioner determines that there
is any Identity of interest (financial or
otherwise) between the borrower, its of-
ficers, directors or stockholders and the
builder or contractor, the form of con-
tract shall provide for payment of the
actual cost of construction not to exceed
an upset price and may provide for pay-
ment of a builder's fixed fee not exceed-
ing a reasonable allowance as established
by the Commissioner in accordance with
customary practices in the area.

(ii) In any case where the borrower
is a nonprofit entity, a cost plus fixed
fee contract shall be used unless it Is
established to the Commissioner's satis-
faction that such form of contract is not
required to protect his interests and the
interests of the borrower, in which case,
a lump sum form of contract may be
used.

(c) Certificates as to subcontracts. if
the Commissioner determines that there
Is any identity of interest (financial or
otherwise) between the borrower, Its of-
ficers, directors or stockholders and any
subcontractor, material supplier, or
equipment lessor, the borrower shall cer-
tify in form prescribed by the Commis-
sioner, prior to final endorsement of the
loan for insurance, that the amounts
paid to such subcontractor, material sup-
plier, or equipment lessor, were not more
than the rate prevaling in the locality
for similar work, materials, and equip-
ment.

(d) Certificate of actual cost. The bor-
rower's certificate of actual cost, in form
prescribed by the Commissioner, shall be
submitted upon cpmpletion of the physi-
cal improvements to the satisfaction of
the Commissioner and prior to final en-
dorsement and shall show the actual cost
to the borrower of:

(1) The construction contract, includ-
ing all costs of construction under a lump
sum contract, after deduction of any
kickbacks, rebates, trade discounts, or
other similar payments to the borrower
corporation, or to any of Its officers, di-
rectors or stockholders.

(2) Architect's fees;
(3) Off-site public utilities and streets

not included in the general contract;
(4) Organizational and lenl work;

and
(5) Other items of expense approved

by the Commissioner.
(e) Cost plus fixed fee contract-addi-

tional certification. When the work has
been completed under a cost plus fixed
fee contract, the borrower's certification
shall also show:

(1) Allocations of general overheand
items as are acceptable to the Commis-
sioner; and

(2) A reasonable allowance for the
builder's profit as established by the
Commissioner.

(f) Contractor's certification-co t
plus fixed fee contract. A contractor re-
ceiving a cost plus fixed fee contract shall
certify in form prescribed by the Com-
missioner as to all actual costs paid for
labor, materials, and subcontract work
under the general contract. Such certifi-
cation shall take Into consideration any
kickbacks, rebates, trade discounts, or
other similar payments to the builder or
borrower corporation or any of Its offi-
cers, directors or stockholders.

(g) Adjustment resulting from cost
certification. If the principal obligation
of the loan exceeds the applicable per-
centage of the borrower's actual cost of
the improvement, the loan shall be re-
duced by the amount of such exccss prior
to the final endorsement for Insurance.

(h) Certificate of public accountant.
Each certificate of actual cost chall be
supported by a certificate as to accuracy
by an independent Certified Publlc Ac-
countant or independent public account-
ant which shall include a statement that
the accounts, records and supporting
documents have been examined In ac-
cordance with generally accepted audit-
ing standards to the extent deemed nec-
essary to verify the actual costs.

§241.249 Effect of amendments.
The regulations In this subpart may

be amended by the Commissioner at any
time and from time to time, in whole or
In part, but such amendment shall not
adversely affect the interests of a mort-
gagee or lender under the contract of in-
surance on any mortgage or loan already
insured and shall not adversely affect
the interests of a mortgagee or lender on
any mortgage or loan to be insured on
which the Commissioner has made a
commitment to Insure.

Subpart B--Contract Rights and
Obligations

§ 241.21 IncorporationLyreference.
(a) All of the provisions of Subpart B.

Part 207 of this chapter, covering mort-
gaes Insured under section 207 of the
National Housing Act, apply with full
force and effect to multifamily project
and group practice facility mortgages in-
sured under ect!on 241 of the National
Housing Act, except the following pro-
visions:
Eec.
2D7.251 Deanitionz.
207M.53 Adjuted premium and termination

chares.
207.253a Termination of Insuranca contract.
20720 Protection of mortgsag Eecurity.
20722 0M o vest rw_-ht In fund.

(b) For the purposes of this subpart,
the terms "mortgagor," "mortgagee" and
"mortgage," as us ed In Subpart B, Part
207 of this chapter shall be construed to
mean "borrower," "lender" and "sup-
plementary loan (including the security
instrument) ," rezpectively.
§ 241.260 Definitions.

All of the definitions contained In
§ 241.1 shall apply to this subpart. In
addition, the term "contract of insur-
ance", as used In this subpart, means the
agreement evidenced by endorsement of
the credit Instrument by the Commis-
sloner or his duly authorize.d representa-
tive, and Includes the provisions of this
subpart and of the National Housing
Act.
§ 2-1.265 Termination of insurance.

(a) Prepayment in full. The contract
of insurance shall be terminated If a sup-
plementary loan Is PJd in full prior to
Its maturity. Notice of the prepayment
shall be given to the Commissioner, on
a form prescribed by the Commissioner,
within 30 days from the date of the pre-
payment. The insurance termination
shall become effective as of the date of
the prepayment. No adjusted premium
charge shall be due the ConmLssioner in
connection w7ith such prepayment.

(b) Voluntary termination. The con-
tract of Insuranc2 shall be terminated
upon receipt by the Commissioner of a
written request, on a form prescribed by
the Commilioner, by the lender and the
borrower for such termination. With
such request, the lender rhal (1) submit
the original credit instrument for can-
cellation of the Insnce endorsement,
and (2) remit all sums to which the Com-
missoner Is entitled. The termination
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shall become effective as of the date
these requirements are met. No termina-
tion charge shall be due the Commis-
sioner in ,connection with s u c h
termination.
§ 241.270 Refund upon termination of

insurance.
Upon termination of the insurance

contract by payment in full or by volun-
tary termination, the Commissioner shall
refund to the lender for the account of
the borrower an amount equal to the
pro rata portion of the current annual
loan insurance premium theretofore
paid, which is applicable to the portion of
the year subsequent to (a) the date of
the prepayment or (b) the effective date
of the voluntary termination of the con-
tract of insurance.

§ 241.275 No vested right in fund.
Neither the lender nor the borrower

shall have any vested or other right in
the insurance fund under which the loan
is insured.

PART 242-MORTGAGE INSURANCE
FOR HOSPITALS

'' Subpart A-Eligibility Requirements
Sec.
242.1 Definitions.
242.3 Applications.
242.5 Certification by State agency.
242.7 Commitments.
242.9 Inspection fee.
242.11 Fees on increases.
242.13 Reopening of expired commitments.
242.17 Refund of fees.
242.19 Maximum fees and charges by

mortgagee.
242.21 Eligible hospitals.
242.23 Eligible mortgagors.
242.25 Eligible mortgagees.
242.27 MAlxmum mortgage amounts.
242.29 Adjusted and reduced mortgage

amounts.
242.31 Mortgage form and disbursement of

mortgage proceeds.
242.33 Maximum interest rate.
242.35 Maturity.
242.37 Payment requirements.
242.39 Application of payments.
242.41 Accumulation of accruals.
242.43 Covenant for fire insurance.
242.45 Racial restriction covenant.
242.47 Issuance of bonds secured by trust

indenture.
242.49 Mortgage lien.
242.51 Prepayment privilege and prepay-

ment charges.
242.52 Late charge.
242.53 Insured advances-building loan

agreement.
242.65 Funds and finances-deposits and

letters of credit.
242.57 Funds and finances-insured ad-

vances-general requirements.
242.59 Funds and finances-offsite utili-

ties and streets.
242.61 Funds and finances-insured ad-

Vances-assurance of completion.
242.63 Prevailing wage determination.
242.65 Wage certificates and payroll rec-

ords.
242.67 Labor standards.
242.69 Construction contracts.
242.71 Ineligible contractors.
242.73 Discrimination in employment pro-

hibited.
242.75 Supervision of mortgagor-form of

regulation.
242.77 Supervision of mortgagor-malnte-

nance of project.

Sec.
242.79 Supervision of mortgagor-books

and accounts.
242.81 Supervision of mortgagor-inspec-

tion of facilities by Commissioner.
242.83 Supervision of mortgagor-nondis-

crimination.
242.85 Zoning, deed or building restric-

tions,
242.87 Property requirements.
242.89 Title requirements.
242.91 Title evidence.
242.93 Miscelaneous mortgages-existing

hospitals.
242.94 Eligibility of mortgages covering

hospitals in certain neighbor-
hoods.

242.95 Loans to cover 2-year operating
• losses.

242.249 Amendment of regulations.

Subpart B--Contract Rights and Obligations
242.251 Incorporation by reference.
242260 Insurance benefits.

AmTHoRs x: The provisions of this Part
242'issued under sec. 211, 52 Stat. 23, sec.
242, 82 Stat. 599; 12 U.S.C. 1715b, 1715z-7.

Subpart A-EligibilitV Requirements
§ 242.1 Definitions.

As used in this subpart, the following
terms shall have the meaning indicated:

(a) "Commissioner" means the Fed-
eral Housing Commissioner or his au-
thorized representatives.

(b) "Hospital" means a facility-
(1) Which provides community serv-

ice for inpatient medical care of the sick
or injured (including obstetrical care);

(2) Where not more than 50 percent of
the total patient days during any year
are customarily assignable to the cate-
gories of chronic convalescent and rest,
drug and alcoholic, epileptic, mentally
deficient, mental, nervous and mental,
and tuberculosis; and

(3) Which is a proprietary facility, or
facility of a private nonprofit corpora-
tion or association, licensed or regulated
by the State (or, if there is no State law
providing for such licensing or regula-
tion by the State, by the nmunicipality or
other political subdivision in which the
facility is located).

(c) "Mortgage" means such classes of
first liens as are commonly given to
secure advances on, or the unpaid pur-
chase price of, real estate 'under the
laws of the State in which the real estate
is located, together with any credit in-
strument secured thereby. The mortgage
may be in the form of one or more trust
mortgages or mortgage indentures or
deeds of trust securing notes, bonds, or
other credit instruments; and by th6
same instrument or by a separate instru-
ment, it may create a security interest in
initial equipment whether or not the
equipment is attached to the realty.

(d) "Mortgagee" means the original
lender under a mootgage, and its suc-
cessors and assigns, and includes the
holders of credit instruments issued
under a trust indenture, mortgage or
deed of trust pursuant to which such
holders act by and through a trustee
therein named.

(e) "Mortgagor" means the original
borrower under a mortgage and its suc-
cessors and assigns.

(f) "Project" means a hospital which
has been approved by the Commissloner
under the provisions of this subpart.

(g) "State" includes the several States,
Puerto Rico, the District of Columbia,
Guam, the Trust Territory of the Paciflo
Islands, and the Virgin Islands,
§ 242.3 Applications.

(a) Prior approval. An application for
Insurance of a mortgage under this part
shall be considered only in connection
with a hospital proposal which has been
approved by the Secretary of Health,
Education, and Welfare, or his designee,
as substantially in accord with those pro-
visions of title VI of the Public Health
Service Act and regulations issued
thereunder relating to determination of
need for the facility and general
standards of construction and equip-
ment.

(b) Filing of application. An applica-
tion for insurance of a mortgage on a
project shall be submitted on an ap-
proved FHA form by an approved
mortgagee and by the sponsors of such
project through the local FRA office,

(a) Application fee. An application
fee of $1.50 per thousand dollars of the
amount of the loan applied for shall
accompany the application.
§ 242.5 Certification Ly Stare agency,

Every application for insurance under
this part shall be accompanied by a
certificate of the State agency desig-
nated in accordance with section
604(a) (1) of the Public Health Service
Act for the State in which the project Is
or will be located, which certificate shall
indicate that:

(a) There is a need for the hospital,
(b) There are in force in the state or

other political subdivision of the State
in which the proposed hospital will be
located reasonable minimum standards
of licensure and methods of operation
for hospitals and such standards and
methods of operation will be applied and
enforced with respect to the hospital.
§ 242.7 ConuDitments.

(a) Issuance of commitment. Upon
approval of an application for Insurance,
a commitment shall be Issued by the
Commissioner setting forth the terms and
conditions upon which the mortgage will
be Insured.

(b) Tppes of commitments. The com-
mitment may provide for the Insurance
of advances of mortgage money made
during construction or may provide for
the Insurance of the mortgage after
completion of the improvements.

(c) Term of commitment. (1) If the
commitment fee is paid as required, a
commitment shall have a term which is
determined as follows:

(I) A commitment to Insure advances
shall be effective for a period of not
more than 180 days from the date of
issuance.

(i) A commitment to insure upon
completion shall be effective for a de"ig-
nated term within which the mortgagor
is required to begin construction, and If
construction is begun as required, for
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such additional period as the Commis-
sioner deems necessary for completion
of construction.

(2) The term of a commitment may be
6xtended in such manner as the Com-
missioner may prescribe.

(d) Commitment fee. A commitment
fee which, when added to the application
fee, will aggregate $3 per thousand dol-
lars of the amount of the loan set forth
in the commitment, shall be paid within
30 days after the date of the commit-
ment. If the payment of a commitment
fee is-not received by the Commissioner
within 30 days after the date of issuance
of a commitment, the commitment shall
expire on the 30th day.
§ 242.9 Inspection fee.

The commitment may provide-for the
payment of an inspection fee in an
amount not to exceed $5 per thousand
dollars of the commitment. Such inspec-
tion fee shall be paid at the time of initial
endorsement, if the case involves the
insurance of advances, or prior to the
date construction is begun, if the case
involves insurance upon completion.
§ 242.11 Fees on increases.

(a) Increase in commitment prior to
endorsement. Upon an application, filed
prior to initial endorsement (or prior to
endorsement in a case involving insur-
ance upon completion), for an increase
in the amount of an outstanding com-
mitment, an additional application fee
of $1.50 per thousand dollars computed
on the amount of the increase requested
shall accompany the application. Any
increase in the amount of a commitment
shall be subject to the payment of an
additional commitment fee which, when
added to the additional application fee,
will aggregate $3 per thousand dollars of
the amount of the increase. The addi-
tional commitment fee shall be paid
within 30 days after the date of the
amended commitment. If the additional
commitment fee is not paid within 30
days, the commitment for the increased
amount will expire and the previous com-
niitment will be reinstated. If an inspec-
tfon fee was required in the original
commitment, an additional inspection fee
shall be paid in an amount not to exceed,
$5 per thousand dollars of the amount of
increase In commitment. Where In-
surance of advances is involved, the ad-
ditional inspection fee shall be paid at
the time of initial endorsement. Where
insurance upon completion is involved,
the additional inspection fee shall be paid
prior to the date construction is begun or
within 30 days after the date of the is-
suance of the amended commitment, if
construction has begun.

(b) Increase in mortgage between ini-
tiaZ and JtnaZ endorsement. Upon an ap-
plication, filed between initial and final
endorsement, for an increase in the
amount of the mortgage, either by
amendment or by substitution of a new
mortgage, an additional application fee
of $1.50 per thousand dollars computed
on the amount of the increase requested
shall accompany the application. The
approval of any increase in the amount
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of the mortgage shall be subject to the
payment of an additional commitment
fee which, when added to the additional
application fee, will aggregate $3 per
thousand dollars of the amount of the
increase granted. If an Inspection fee was
required in the original commitment, an
additional inspection fee shall be paid
in an amount not to exceed $5 per
thousand dollars of the amount of the
increase granted. The additional com-
mitment and inspection fees shall be
paid within 30 days after the increase Is
granted.
§ 242.13 Reopening of expired commit-

ments.
An expired commitment may be re-

opened If a request 'for reopening Is
received by the Commissioner within 90
days of the expiration of the commit-
ment. The reopening request shall be
accompanied by a fee of 50 cents per
thousand dollars of the amount of the
expired commitment. A commitment
which has expired because of failure to
pay the commitment fee may be re-
opened only upon payment of the com-
mitment fee and the reopening fee. If
the reopening request is not received by
the Commissioner within the required
90-day period, a new application, ac-
companied by an application fee, must
be submitted. If a commitment for an
increased amount has expired because
of failure to pay an additional commit-
ment fee based on the amount of the
increase, the reopening fee shall be com-
puted on the basis of the amount of the
commitment increase rather than on
the amount of the original commitment.
§ 242.17 Refund of fces.

Commitment, Inspection, and reopen-
ing fees may be refunded, in whole or in
part, if It is determined by the Commis-
sioner that the construction or financing
of the project has been prevented be-
cause of condemnation proceedings or
other legal action taken by a government
body or public agency, or in such other
instances as the Commissioner may de-
termine. A transfer fee may be refunded
only in such instances as the Commis-
sioner may determine.
§ 242.19 Maximum fees and charges by

mortgagee.
The mortgagee may collect from the

cation for approval of a transfer of
mortgagor the amount of the fees pro-
vided for In this subpart. The mortgagee
may also collect from the mortgagor an
initial service charge not to exceed 2 per-
cent of the original principal amount of
the mortgage to reimburse the mortgagee
for the cost of closing the transaction.
Any additional charges or fees collected
from the mortgagor shall be subject to
prior approval of the Commirsioner.
§ 242.21 Eligible hospitals.

The hospital to be financed with a
mortgage insured under this part shal
involve the construction of a new hos-
pital or the rehabilitation or replacement
of an existlng structure by an established
hospital.

24659

§ 212.23 Eligible mortgagors.
The mortgagor shall be either a pri-

vate nonprofit corporation or association
or a profit mortgagor, shall be approved
by the Commissioner, and shall possess
the powers necessary and incidental to
operating a hospital.
§ 242.25 Eligible mortgagees.

The provisions of §§ 203.1 through 203.4
of this chapter and §§ 203.6 through 203.9
of this chapter shal govern the eligibil-
ity, qualifications and requirements of
mortgagees under this subpart.

§ 242.27 Maximum mortgage amounts.
The mortgage shall involve a principal

obligation not in excess of the lesser of
the following:

(a) $50 million; or
(b) 90 Percent of the Commissioner's

estimate of the replacement cost of the
hospital, including the equipment to be
used in Its operation when the proposed
improvements are completed and the
equipment Is installed.
§ 242.29 Adjusted and reduced mort-

gage amounts.
(a) Adjusted mortgage amount-re-

habiltaton projects. A mortgage financ-
ing the rehabilitation of an exi-ng
hospital shall be subject to the following
limitations, in addition to those set forth
In § 242.27:

(1) Property held unencumbered. If
the mortgagor Is the fee simple owner of
the property and the ownership is not
encumbered by an outstanding indebted-
ness, the mortgage shall not exceed 100
percent of the Commissioner's estimate
of the cost of the proposed rehabilita-
tion.

(2) Property subject to existing mort-
gage. If the mortgagor owns the prop-
erty subject to an outstanding indebted-
ness. which is to be refinanced with part
of the Insured mortgage, the mortgage
shall not exceed the total of the follow-
ing:

W The Commissioner's estimate of
the cost of rehabilitation, plus

() Such portion of the outstanding
indebtedness as does not exceed go per-
cent of the Commissioner's estimate of
the fair market value of such land and
improvements prior to rehabilitation.

(3) Property to be acquired. If the
property is to be acquired-by the mort-
gagor and the purchase price is to be
financed with a part of the insured
mortgage, the mortgage shall not exceed
90 percent of the total of the following:

* (I) The Commissioner's estimate of
the cost of rehabilitation, plus

() The actual purchase price of the
land and improvements or the Commis-
rioner's estimate (prior to rehabilitation)
of the fair maret value of such land and
improvements, whichever is the lesser.

(b) Reduced mortgage amount-lease-
holds. In the event the mortgage Is on a
leasehold estate rather than on a fee
simple holding, the value or replacement
cost of the property on which the mort-
gage is based Is the value or replacement
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cost of the property in fee simple re-
duced by an amount equal to the capital-
ized value of the ground rent.

(c) Reduced mortgage amounts-
costs. The Commissioner may require a
reduction in the mortgage amount after
completion if 90 percent of the actual
cost of development of the project is less
than the mortgage amount stated in the
commitment.
§ 242.31 Blortgage form and disburse-

ment of mortgage proceeds.
(a) Mortgage form. The mortgage

shall be in a form approved by the Com-
missioner for use in the jurisdiction in
which the property covered by the mort-
gage is situated, which form shall not be
changed without the prior written ap-
proval of the Commissioner.

(b) Disbursement of mortgage pro-
ceeds. The mortgagee shall be obligated,
as a part of the mortgage transaction,
to disburse the principal amount of the
mortgage to (or for the account of)
the mortgagor or to his creditors for his
account and with his consent.
§ 242.33 Mlaximum interest rate.

The mortgage shall bear interest at
the rate agreed upon by the mortgagee
and the mortgagor, which rate shall not
exceed 7 percent, except that where a
letter inviting submission of an applica-
tion for commitment was issued by the
Secretary before February 18, 1971, or
an application for commitment was re-
ceived by the Secretary before February
18, 1971, the mortgage may bear interest
at the maximum rate in effect at the
time of issuance of the letter or receipt
of the application. Interest shall be pay-
able in monthly installments on the
principal then outstanding.
§ 242.35 Maturity.

The mortgage shall have a maturity
not to exceed 25 years from the date
amortization begins.
§ 242.37 Payment requirements.

The mortgage shall provide for pay-
ments on the first day of each month on
account of interest and for payments to
principal in accordance with an amorti-
zation plan or sinking fund provisions
agreed upon by the mortgagor, the mort-
gagee and the Commissioner.
§ 242.39 Application of payments.

All payments to be made by the mort-
gagor to the mortgagee shall be added
together and the aggregate amount
thereof shall be paid by the mortgagor
each month in a single payment. The
mortgagee shall apply each payment re-
ceived to the following items in the order
zet forth:

(a) Premium charges under the con-
tract of mortgage insurance.

(b) Ground rents, taxes, special as-
easements; and fire and other hazard

insurance premiums.
(c) Interest on the mortgage.
(d Amortization of the principal of

the mortgage.

§ 242.41 Accumulation of accruals.
(a) The mortgage shall provide for

payments by the mortgagor to the mort-
gagee on each interest payment date
of an amount sufficient to accumulate In
the hands of the mortgagee one payment
period prior to its due date, the next
annual mortgage insurance premium
payable by the mortgagee to the Com-
missioner. Such payments shall con-
tinue only so long as the contract of
insurance shall remain in effect.

(b) The mortgage shall provide for
such equal monthly payments by the
mortgagor to the mortgagee as will
amortize the ground rents, if any, and
the estimated amount of all taxes, water
charges, special assessments, and fire
and other hazard insurance premiums,
within a period ending I month prior to
the dates on which the same become
delinquent. The mortgage shall further

'provide that such payments shall be
held by the mortgagee, for the purpose
of paying such items before they become
delinquent. The mortgage shall also
make provision for adjustments in case
such estimated amounts shall prove to be
more, or less, than the actual amounts so
paid therefor by the mortgagor.
§ 24Z.43 Covenant for fire insurance.

The mortgage shall contain a covenant
requiring the mortgagor to keep the
property Insured against fire and such
other hazards as the Commissioner may
indicate. Such Insurance shall be in an
amount which will comply with the co-
insurance clause applicable to the loca-
tion and character of the property, but
not less than 80 percent of the actual
cash value of the insurable improve-
ments and equipment of the project. The
initial coverage shall be in an amount
estimated by the Commissioner to be the
value of the project at the time of its
completion. The policies evidencing such
insurance shall have attached thereto
standard mortgagee clauses makdn
losses payable to the mortgagee and the
Commissioner, as interests may appear.
§ 242.45 Racial restriction covenanL

The mortgage shall contain a cove-
nant that, until the mortgage has been
paid In full or the contract of insurance
otherwise terminated, the mortgagor
will not execute or file for record any
instrument which imposes a restriction
upon the sale or use of the mortgaged
property on the basis of race, color, or
creed. This covenant shall be binding
upon the mortgagor and his assigns and
shall provide that upon violation thereof,
the mortgagee may, at its option, de-
clare the unpaid balance of the mort-
gage immediately due and payable.
§242.47 *Issuance of bonds secured by

trust indenture.
In the event that bonds or other obli-

gations are to be issued as a pat of the
insured mortgage transaction, the form
of bonds and the form of trust indenture
shall be subject to the approval of the
Commissioner, and shall be subject to
the following conditions:

(a) The Trustee named in vach trunt
indenture shall be a bmlding Institutlon
or trust company (authorzd to act In
n fiduciary capacity and which 1 n
mortgagee approved by the Commi-
sioner) ; and

(b) Letter of credit. The mortgagee
may accept a letter of credit in lieu of
the cash deposit requlred by tbis scotion.
If a letter of credit is accepted In 1leu of
the cash deposit required by paragraph
(a) (1), the mortgage proceeds may be
advanced prior to any demand being
made on the letter of credit.

(c) The holders of the bonds or other
obligations shall look solely to the Trnt-
ee for the benefits of the contract of
mortgage insurance and the tru=t in-
denture shall expressly authorize the
Commissioner to make payment of any
claim under the contract of mortgaso
insurance to the Truntee, without lla-
blly or accountability to the bond
holders to see to the application of the
mortgage insurance contract benefits;
and

(d) The bond5 or other obligation
shall e Issued only to holders meeting
the following qualifications:

(1) A mortgagee approved by the
Commissioner;

(2) A pension or retirement fund or a
profit-sharing plan maintained and ad-
ministered by a corporation or by a gov-
ernmental agency or by a truotc or
trustees, which has lawful authority to
acquire the bonds of other obligations;
or

(3) A charitable or nonproflt orga-
nization.
§ 242.49 Dlortgago lien.

The mortgagor shall certify at the
final endorsement of the mortgage for
insurance as to each of the following:

(a) That the mortgage is the firt lien
upon and cover. the entire project in-
cluding the equipment financed with
mortgage proceeds.

(b) That the property upon which the
Improvementi have been made or con-
structed and the equipment financcd
with mortgage proceeds are free and
clear of all liens other than the In-sured
mortgage and such other lIen as may bo
approved by the Commisioner.

(c) That the certificate sets forth all
unpaid obligations in connection with the
mortgage transaction, the purchase of
the mortgaged property, the con-Aruc-
tion or rehabilitation of the proJcct or
the purchase of the equipment financcd
with mortgage proceed-.
§ 24-2.51 Prepayment privilege and pre-

payment chargcs,
(a) Proflt mortga gors. In the cpas of

a profit mortgagor, the following provl-
slons shall be applicable:

(1) Prepayment pirivlegc. The mort-
gage shal1 contain a provilon permit-
ting the mortgagor to prepay the mort-
gage In whole or in part upon any IntcrcA
payment date after giving the mortgugco
30 dayz' notice In writin in advance 0-
it3 intention to so prepay.
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(2) Prepayment charge. The mortgage
may contain a provision for such charge,
in the event of prepayment of principal,
as may be agreed upon between the mort-
gagor and the mortgagee subject to the
-following:

(i) The mortgagor shall be permitted
to prepay up to 15 percent of the original
principal amount of the mortgage in any
1 calendar year without any such
charge.

(ii) Any reduction in the original
principal amount of the mortgage which
the Commissioner may require pursuant
to § 242.29(c) shall not be construed as
a prepayment of the mortgage.

(b) Nonproftt mortgagors. In the case
of a nonprofit mortgagor, the following
provisions shall be applicable:

(1) Prepayment privilege. The mort-
gage indebtedness may be prepaid in full
and the Commissioner's controls termi-
nated only upoA the condition that the
Commissioner's prior written consent is
obtained and upon such terms and con-
ditions as the Commissioner may pre-
scribe. With the prior written approval'
of the Commissioner, partial prepay-
ments may be made for the purpose of
reducing succeeding monthly payments
of the remaining balance as recast over
the remaining portion of the original
mortgage teim

(2) Prepayment charge. The mortgage
may contain a provision for such charge,
in the event of prepayment of principal,
as may be agreed upon between the mort-
gagor and the mortgagee, subject to the
following:

(I) The mortgagor shall be permitted
to prepay up to 15 percent of the original
principal amount of the mortgage in any
1 calendar year without any such charge.

(i) Any reduction in the original prin-
cipal amount of the mortgage which the
Commissioner may require pursuant to
§ 242.29(c) shall not be construed as a
prepayment of the mortgage.

(iii) No charge shall be made where
the prepayment is made from the pro-
ceeds of a Federal grant.

§ 242.52 Late charge.
The mortgage may provide for the col-

lection by the mortgagee of a late charge,
not to exceed 2 cents for each dollar
of each payment to interest or principal
morethan 15 days in arrears, to cover the
expense involved in handling delinquent
payments. Late charges shall be sepa-
rately charged to and collected from the
mortgagor and shall not be deducted
from any aggregate monthly payment.

§ 242.53 Insured advancs--building
loan agreement.

Prior to the initial endorsement of the
mortgage for insurance, the mortgagor
and mortgagee shall execute a building
loan agreement, approved by the Com-
missioner, setting forth the terms and
conditions under which progress pay-
ments may be advanced during construc-
tion. To be covered by mortgage insur-
ance, each progress payment shall be
approved by the Commissioner.

§ 242.55 Funds and finances-depoiits
andjetters of credit.

(a) Deposits. Where the Commissioner
requires the mortgagor to make a deposit
of cash or securities, such deposit shall
be with the mortgagee or a depository
acceptable to the mortgagee. The deposit
shall be held by the mortgagee in a spe-
cial account or by the depository under
an appropriate agreement approved by
the Commissioner.. (b) Letter o1 credit. Where the use of
a letter of credit is acceptable to the
Commissioner in lieu of a deposit of cash
or securities, the letter of credit shall be
issued to the mortgagee by a banking in-
stitution and shall be unconditional and
irrevocable. The mortgagee shall be re-
sponsible to the Commissioner for col-
lection under the letter of credit. In the
event a demand for payment thereunder
Is nQt immediately met, the mortgagee
shall forthwith provide a cash deposit
equivalent to the undrawn balance of the
letter of credit.
§ 242.57 Funds and finances-insured

advances-general requirements.
(a) Establishment of funds. If the

commitment provides for insurance of
advances during construction; the mort-
gagor shall, prior to initial endorsement,
make each of the following deposits:

(1) An amount determined by the
Commissioner as sufficient (when added
to the proceeds of the insured mortgage)
to assure completion of the project and
to pay the initial service charge, the
carrying charges, and the legal and or-
ganization expenses incident to the
project. The deposit shall be In cash and
shall be held by the mortgagee under an
appropriate agreement, approved by the
Commissioner, requiring that prior to the
advance of any mortgage money, all the
cash be disbursed for work and mate-
rial on the physical improvements and
for any other charges and expenses which
are payable.

.(2) An amount representing all fees
and charges to be paid by the mortgagor
In connection with financing which are
in excess of the initial service charge and
which have been approved by the Com-
missioner.

(b) Letter of credit-(1) Profit mort-
gagors. In the case of a profit mortgagor,
the mortgagee may accept a letter of
credit in lieu of the cash deposit re-
quired by paragraph (a) (2) of this
section.

(2) Nonproflt mortgagors. In the case
of a nonprofit mortgagor, the mortgagee
may accept a letter of credit in lieu of the
cash deposit required by paragraphs (a)
(1) and (2) of this section. If a letter of
credit is accepted in lieu of the cash
deposit required by paragraph (a) (1) of
this section, the mortgage proceeds may
be advanced prior to any demand being
made on the letter of credit.
§ 242.59 Funds and financcs-offaite

utilities and streets.
The Commissioner shall require as-

surance of completion of offsIte public
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utilities and streets In all cases, except
where a municipality or other public
body has by agreement (acceptable to
the Commissioner) agreed to install such
utilities and streets without cost to the
mortgagor. Where such assurance Is re-
quired, it shall be either in the form of a
cash escrow deposit or the retention of a
specifled amount of mortgage proceeds
by the mortgagee. If a cash escrow is
used, it shall be deposited with the mort-
gagee or with an acceptable trustee or
escrow agent designated by the mort-
gagee. If mortgage proceeds are used,
the mortgagee shall retain under terms
approved by the Commissioner, rather
than disburse at the initial closing of the
mortgage, a portion of the mortgage
proceeds allocated to land in the project
analysis. As additional assurance, the
CommIs soner may also require a surety
company bond or bonds.
§ 242.61 Funds and finances--insured

advances-assurance of completion.

The mortgagor shall furnish assur-
ance of completion of the project in a
form and amount satisfactory to the
Commissioner.
§ 242.63 Prevailing wage determination.

After the filing of the application for
insurance and prior to the beginning of
construction, the Commissioner shall
obtain from the Secretary of Labor a
determination as to the wages prevail-
ing for the various classes of laborers
and mechanics in the area where the
project Is to be constructed.
§ 242.65 Wage certificates and payroll

records.

No advance under the mortgage shall
be eligible for insurance unless there
has been filed such wage certificates and
payroll records as may be required by
the Commissoner to determine that la-
borers and mechanics employed n the
construction of the project have been
paid not lezs than the prevailing wages
determined by the Secretary of Labor
and any overtime wages at a rate not
less than one and one-half times the
basic rate of pay for all work time in
excers of 8 hours during any workday
or in excess of 40 hours during any
workweek.
§ 242.67 Lldor standards.

(a) Contract requirements. Any con-
tract, subcontract, 3r building loan
agreement, executed for the performance
of construction or rehabilitation of the
hospital, shall contain provisions cover-
ing the following requirements:

(1) A requirement for compliance
with all applicable regulations of the
Secretary of Labor relating to the pay-
ment of prevailing wages.

(2) A requirement that each laborer
or mechanic employed in the construc-
tion or rehabilitation receive compen-
sation at a rate not less than one and
one-half times his basic rate of pay for
all work time In excess of 8 hours dur-
ing any workday or in excess of 40
hours during any workweek.

" FEDERAL REGISTER, VOL 36, NO. 246--WEDNESDAY, DECEMBER 22, 1971



24662

(b) Waiver of compliance with con-
tract requirements-nonprofit mort-
gagors. In the case of a nonprofit mort-
gagor, the Commissioner may waive the
requirement for compliance With the
contract provisions prescribed in para-
graph (a) of this section in cases or
classes of cases where laborers or me-
chanics, not otherwise employed at any
time in the construction or rehabilitation
of the hospital, voluntarily donate their
services without compensation for the
purpose of lowering the costs of construc-
tion and where the Commissioner deter-
mines that full credit has been received
by the mortgagor for any amounts saved
through such donated services.
§ 242.69 Construction contracts.

(a) Awarding of contract. A contract
for the construction or rehabilitation of
a hospital shall be entered into by a
mortgagor with a builder selected by a
competitive bidding procedure acceptable
to the Commissioner.

(b) Form of contract. The construc-
tion contract shall be a lump sum form
providing for payment of a specified
amount.

(c) Waiver of competitive biddigg.
The Commissioner may waive the re-
quiremetits for compliance with the com-
petitive bidding procedure prescribed in
paragraph (a) of this section upon a
determination, by the State agency
designated In accordance with Section
604(a) (1) of the Public Health Service
Act for the State in which the project
is or will be located and by the Secretary
of Health, Education, and Welfare or his
designee, that competitive bidding for
the construction of the project is not
required.
§ 242.71 Ineligible contractors.

(a) Contracts relating to the construc-
tion of the project shall not be made with
a general contractor or a subcontractor
(or any firm, corporation, partnership, or
azsociation in which such contractor or
subcontractor has a substantial interest),
the name of which is on the list of in-
eligible contractors or subcontractors
established by the Commissioner, or by
the Comptroller General under the ap-
plicable regulations of the Secretary of
Labor.

(b) If the Commissioner determines
that a contract has been made contrary
to the requirements of paragraph (a) of
this section and so notifies the mortgagee,
the Commissioner may refuse to insure
any subsequent advances of mortgage
proceeds.
§ 242.73 Discrimination in employment

prohibited.
Any contract or subcontract for the

construction or rehabilitation of the proj-
ect shall contain a provision that there
shall be no discrimination against any
employee, or applicant for employment
because, of race, color, religion, sex, or
national origin.
§ 242.75 Supervision of mortgagor-

form of regulation.
As long as the Commissioner is the In-

surer or holder of the mortgage, he may
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regulate the mortgagor by means of a
regulatory agreement, corporate charter
or such other means as the Commissioner
may prescribe.
Q-242.77 Supervision of mortgagor-

maintenance ofproject.

The mortgagor shall maintain the
project's grounds and buildings and the
equipment financed with mortgage pro-
ceeds in good repair and shall promptly
complete such repairs and maintenance
as the Commissioner considers necesary.
§242.79 Supervision of mortgagor-

books and accounts.
The mortgagor's books and accounts

relating to the operation of the physical
facilities of the project shall be estab-
lished in a manner satisfactory t6 the
Commissioner, and shall be kept in ac-
cordance With the requirements of the
Commissioner as long as the mortgage
Is insured or held by the Commissioner.
The mortgagor shall file with the Com-
missioner such financial reports as the
Commissioner may require.
§ 242.81 Supervision of mortgagor-

inspection of facilities by Commis
sioner.

The mortgaged property (including
buildings and equipment) and the books,
record and documents relating to the op-
eration of the physical facilities of the
project shall be subject to Inspection and
examination by the Commissioner or his
authorized representative at all reason-
able times.
§242.83 Supervision of mortgagor-

nondiscrimination.
The mortgagor shall deal with em-

ployees and applicants for employment
and shall make the hospital facilities
available for use without discrimination
based on race, color, religion, sex, or na-
tional origin.
§ 242.85 Zoning, deed or building re-

strictions.
The project when completed shall not

violate any material zoning or deed
restrictions applicable to the project site,
and shall comply with all applicable
building and other governmental regula-
tions and requirements.
§ 242.87 Propertyrequirements.

A mortgage to be eligible for insurance
shall cover real estate in which the mort-
gagor has one of the following interests:

(a) A fee simple title.
(b) A lease for not less than 99 years

which is renewable.
(c) A lease having a term of not le

than 50 years to run from the date the
mortgage is executed.
§ 242.89 Titlerequirements.

In order for the mortgaged property
to be eligible for insurance, the Com-
missioner shall determine that market-
able title thereto is vested In the
mortgagor as of the date the mortgage is
filed for record. The title evidence shall
be examined by the Commissioner and
the endorsement of the credit instrument
for insurance shall be evidence of Its
acceptability.

§ 242.91 -Title evidence.
Upon Insuranco of the mortgage, tho

mortgagee shall furntsh to tho Commis-
sioner a survey of the mortgage prop-
erty, satisfactory to him, and a policy of
title Insurance covering such property,
as provided in paragraph (a) of this sec-
tion. If, for reason the Comm!liz.1oner
deem- satisfactory, title Insurance can-
not be furnished, the mortgcgo shall
furnish such evidence of title in accord-
ance with paragraph (b) or () of this
section, as the Commissioner may re-
quire. Any survey, policy of title Insur-
ance, or evidence of title required under
this section shall be furnl.hcd without
expense to the Commissioner. The types
of title evidence are:

(a) A policy of title insurance issued
by a company and in a form satisfactory
to the Commissioner. The policy shall
name as the insureds the mortgageo and
the Secretary of Housing and Urban De-
velopment, as their respective Interezts
may appear. The policy shall provido
that upon acquisition of title by tho
mortgagee or the Secretary, It will be-
come an owner's policy running to the
mortgagee or the Secretary, as the case
may be.

(b) An abstract of title satisfactory to
the Commissioner, prepared by an ab-
stract company or individual engaged In
the business of preparing abstracts of
title, accompanied by a legal opinion
satisfactory to the Commissioner as to
the quality of such title, signed by an
attorney at law experienced In the or-
amnination of titles

(c) A Torrens or simIlar title
certificate.
§ 242.93 lMiscellaneous mortgages-ax.

istinghospitaa.
(a) The Commissioner may, under

such terms and conditions as he may
prescribe, insure a mortgage given to fi-
nance or refinance an existing ho,pital
that does not have permanent financing,
if the construction of such hospital was
completed between January 1, 1960, and
August 1, 1968.

(b) The aggregate principal balance
of all mortgages Insured under para-
graph (-a) of this section and outstand-
ing at any time shall not exceed ,20
million.
§ 242.94 Eligibility of morigagco cover-

ing hospitals in certain neighLor.
hoodz.

(a) A mortgage financing the repair,
rehabilitation or construction of a hos-
pital located in an older declining urban
area shall be eligible for insurance under
this subpart subJect to compliance with
the additional requirements of this
section.

(b) The mortgage shall meet all of the
requirements of this subpart, except such
requirements (other than those relating
to labor standards and prevailing Wage )
as are Judged to be not applicable on tho
basis of the following determinations to
be made by the Commissioner:

(1) That the c6nditionn of the are, in
which the property Is locatcd prevent the
application of certain eligibility require-
mentzs of this subpart
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(2) That the area is reasonably viable,
and there is a need In the area for an
adequate hospital to serve low and mod-
erate income families.

(3) That the mortgage to be insured
is an acceptable risk.

(c) Mortgages complying with the re-
quirements of this section shall be in-
sured under this subpart pursuant to
section 223(e) of the National Housing
Act. Such mortgages shall be Insured
under and be the obligation of the Spe-
cial Risk Insurance Fund.
§ 242.95 Loans to cover 2-year operat-

inglosses.
(a) Operating loss determination.

When the Commissioner determines that
an operating loss has occurred during
the first 2 years following completion of
the project, he may, in his discretion,
accept for insurance under this part, a
loan to cover such loss. For the purposes
of this section, an operating loss shall
occur when the Commissioner deter-
mines that the total of the taxes, inter-
est on the mortgage debt, mortgage
insurance premiums, hazard insurande
premiums, and the expense of mainte-
nance and operation of the project (ex-
cluding depreciation) exceeds the proj-
ect income.

(b) Security instrument. The loan
shall be secured by an instrument in a
form approved by the Commissioner for
use In the jurisdiction in which the
project is located.

(c) Maximum interest rate. The loan
may bear interest at such rate as may
be agreed upon by the mortgagee and
the mortgagor, but In no case shall such
rate exceed the rate in effect under this
subpart on the date of the commitment
to insure such loan. Interest shall be
payable In monthly'installments on the
principal then outstanding.

(d) Maturity. The loan shall be limited
to a term not exceeding the unexpired
term of the briginal mortgage.

(e) Fee. A combined application and
commitment fee of $3 per thousand
dollars of the amount of the loan set
forth in the commitment shall be paid
within 30 days of the date of the
commitment.
§ 242.249 Amendment of regulations.

The regulations in this subpart may be
amended by the Commissioner at any
time and from time to time, in whole
or in part, but such amendment shall
not adversely affect the interests of a
mortgagee or lender under the contract
of insurance on any mortgage or loan
already insured and shall not adversely
affect the interests of a mortgagee or
lender on any mortgage or loan to be
insured on which the Commissioner has
made a commitment to insure.

Subpart B-Contract Rights and
Obligations

§ 242.251 Incorporation by reference.
All of the provisions of Subpart B,

Part 207 of this chapter covering mort-
gages insured under section 207 of the
National Housing Act apply to mortgages
on hospitals insured under section 242

of the National Housing Act, except the
following:
Sec.
207.259 Insurance benefits.

§ 242;260 Insurance benefits.
All of the provisions of § 207.259 of this

chapter relating to insurance benefits
apply to mortgages on hospitals insured
underthis subpart, except that In a casse
where the mortgage involves the financ-
ing or refinancing of an existing hospital
pursuant to § 242.93 and the commitment
for insuring such mortgage Is issued on
or after April 1, 1969, the insurance claim
shall be paid In cash unless the mort-
gagee files a written request for payment
dn debentures. If such a request Is made,
the claim shall be paid in debentures is-
sued in multiples of $50, with any bal-
ance less than $50 to be paid In cash.

PART 244-MORTGAGE INSURANCE
FOR GROUP PRACTICE FACILITIES
[TITLE XI]

Subpart A-Eigibliliy Rcquiroments
Dn'nurzoNs
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clities in certain neighborhoods.

244.249 Effect of amendments.
Subpart B--Contmrd R1hls and Obligations

244.251 IncorpoatIon by referenca.

Aurno==e: The provisionz of this PIart 244
Ls-ued undcr ccc. 10-1.E0 Stat. 1275; 12 US.C.
17493aa--5.

Subpart A-Eligibility Requirements

§ 244.1 Definitions.
As used In this subpart, the term:
(a) "Act", "CommissIoner", "mort-

gagor". and "mortgagee" shall have the
same meaning as prescribed in § 207.251
of this chapter.

(b) "Group practice facility" means
an establishment designed for operation
primarily by a medical or dental group
which provides preventive, diagnostic,
and treatment services to ambulatory
patients under the professolnal super-
vision of persons licensed to practice
dentistry, medicine, or optometry in the
State.
(c) "Group practice unit" means a

private nonprofit organization of one of
the following types:
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(1) An organization which undertakes
to provide (directly or through arrange-
ments with a medical or dental group)
complete dental, medical, or optometric
care, or any combination thereof. It may
also provide health insurance to mem-
bers or subscribers on a group practice
prepayment basis.

(2) An organization established for
the purpose of providing dental, medical,
or optometric care or for performing
functions related to such care through
arrangements for the use of the group
practice facility by a medical or dental
group.

(d) "Medical or dental group" means
a partnership or other association of
persons licensed to practice dentistry,
medicine, or optometry in the State who,
as their principal professional activity
and as a group responsibility, engage in
the coordinated practice of their profes-
sion in one or more group practice fa-
cilities. The group shall share common
overhead expenses, shal jointly estab-
lish medical and other records, and shall
jointly use substantial portions of the
equipment and the services of profes-
sional, technical, and administrative
staffs. It shall be composed of such types
of professional personnel and shall make
available such health services as may be
required to meet the standards pre-
scribed by the Commissioner.

(e) "Mortgage" means such classes of
first liens as are commonly given to se-
cure advances on, or the unpaid purchase
price of, real estate under the laws of
the State in which the real estate Is
located, together with any credit instru-
ment or Instruments secured thereby.
The mortgage may be in the form of
one .or more trust mortgages or mortgage
Indentures or deeds of trust securing
notes, bonds, or other credit instruments;
and by the same instrument or by a sep-
arate instrument, it may create a secu-
rity interest in Initial equipment whether
or not the equipment Is attached to the
realty.

(f) "Nonprofit organization" means a
corporation, association, foundation,
trust, or other organization no part of
the net earnings of which may lawfully
inure to the benefit of any private share-
holder or individual. The provision by
a nonprofit organization of personal
health services to members or subscribers
or their dependents under a plan which
may also provide for other services or
insurance benefits, shall not make the
organization ineligible under this defini-
tion.

(g) "State" includes the several States,
Puerto Rico, the District of Columbia,
Guam, the Virgin Islands, and American
Samoa.

PRELIMINARY 2XA=ATION

§ 244.5 Preliminary examination.
Prior to the ing of an application,

the sponsor of a proposed group practice
facility may request and shall be given
an analysis of the project. A fee of $400
shall accompany the request for analysis.

APPLICATION, FEES, AND CHARGES BY
MORTGAGEE

§ 244.10 Application filing and required
fees.

(a) Application. An application for in-
surance of a mortgage on a group prac-
tice facility shall be submitted by an ap-
proved mortgagee and by the sponsors
of such project through the local PHA
office on an approved FHA form.

(b) Application fee. An application fee
of $1.50 per thousand dollars of the
amount of the mortgage applied for shall
accompany the application.

(c) Commitment-(1) Conditions of
commitment. Upon approval of an appli-
cation for insurance, a commitment shall
be issued by the Commissioner settinfg
forth the terms and conditions upon
which the mortgage will be insured.

(2) Types of commitments. The com-
mitment may provide for the insurance
of advances of mortgage money made
during construction or may provide for
the insurance of the mortgage after com-
pletion of the improvements.

(3) Term of commitment. (I) If the
commitment fee Is paid as required, a
commitment shall have a term which is
determined as follows:

(a) A commitment to insure advances
shall be effective for a period of not more
than 180 days from the date of Issuance.

(b) A commitment to insure upon
completion shall be effective for a desig-
nated term within which the mortgagor
is required to begin construction, and if
construction is begun as required, the
commitment shall be effective for such
additional period, estimated by the Com-
missioner, as will allow for completion of
construction.

(ii) The term of a commitment may be
extended in such manner as the Commis-
sioner may, from time to time, prescribe.

(iii) If the payment of a commitment
fee is not received by the Commissioner
within 30 days after the date of issuance
of a commitment, the commitment shall
expire on the 30th day.

(d) Commitment fee. A commitment
fee which, when added to the application
fee, will aggregate $3 per thousand dol-
lars offthe face amount of the mortgage
set forth in the commitment, shall be
paid within 30 days after the date of the
commitment.

(e) Inspection fee. The commitment
may provide for the payment of an
inspection fee in an amount not to exceed
$5 per thousand dollars of the commit-
ment. If an inspection fee is required, it
shall be paid as follows:

(1) If the case involves the Insurance
of advances, it shall be paid at the time
of Initial endorsement.

(2) If the case involves insurance
upon completion, It shall be paid prior
to the date construction is begun.

(f) Fees on increases-(1) Increase in
commitment prior to endorsement. Upon
an application, filed prior to initial en-
dorsement (or prior to endorsement in a
case involving insurance upon comple-
tion), for an increase in the amount of

an outstanding commitment, an addi-
tional application fee of $1.50 per thou-
sand dollars computed upon the amount
of the increase requested shall accom-
pany the application. Any Increase In
the amount of a commitment shall be
subject to the payment of an additional
commitment fee which, when added to
the additional application fee, will ag-
gregate $3 per thousand dollars of the
amount of the increase. The additional
commitment fee shall be paid within 30
days after the date of the issuance of the
amended commitment. If the additional
commitment fee is not paid within 30
days, the commitment for the Increased
amount will expire and the previous
commitment will be reinstated. If an In-
spection fee was required In the original
commitment, an additional Inspection
fee shall be paid In an amount not to
exceed $5 per thousand dollars of the
amount of increase In commitment.
Where insurance of advances are in-
volved, the additional Inspection fee shall
be paid at the time of Initial endorce-
ment. Where insurance upon comple-
tion is involved, the additional inspec-
tion fee shall be paid prior to the date
construction is begun or if construction
has begun, It shall be paid with the ap-
plication for increase.

(2) Increase in mortgage between
initial and final endorsement. Upon an
application, filed between initial and
final endorsement, for an increase In
the amount of the mortgage, either by
amendment or by substitution of a new
mortgage, an additional application fee
of $1.50 per thousand dollars computed
on the amount of the increase requested
shall accompany the application. The
approval of any increase In the amount
of the mortgage shall be subject to the
payment of an additional commitment
fee which, when added to the additional
application fee, will aggregate $3 per
thousand dollars of the amount of the
increase granted. If an inspection fee
was required In the original commitment,
an additional inspection fee shall be paid
in an amount not to exceed $5 per thou-
sand dollars of the amount of the In-
crease granted. The additional commit-
ment and inspection fees shall be paid
within 30 days after the increase i
granted.

(3) Loan to cover operating losses, In
connection with a loan to cover operating
losses during the first two years follow-
ing completion of the project, a combined
application and commitment fee of $3 per
thousand dollars of the amount of the
loan applied for shall be submitted with
the application for the commitment. No
inspection fee shall be required.

(g) Reopening of expired commit-
ments. An expired commitment may be
reopened If a request for reopening Is
received by the Commissioner within 90
days of the expiration of the commit-
ment. The reopening request shall be ac-
companied by a fee of 50 cents per thou-
sand dollars of the amount of the ex-
pired commitment. A commitment which
has expired because of failure to pay the
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com nitment fee may be reopened only
upon payment of the commitment fee
and the reopening fee. If the reopening
request is not received by the CommLs-
sioner within the required 90-day period,
a new application, accompanied by an
application fee, must be submitted. If a
commitment for an increased amount
has expired because of failure to pay an
additional commitment fee based on the
amount of the increase, the reopening
fee shall be computed on the basis of the
amount of the commitment increase
rather than on the amount of the orig-
inal commitment.

(h) Transfer fee. Upon application for
approval of a case involving the trans-
fer of physical assets or involving the
substitution of mortgagors, a transfer
fee of 50 cents per thousand dollars shall
be paid on the original face amount of
the mortgage.

i) Refund of fees. If an application is
rejected before it is assigned for process-
ing, or in such other instances as the
Commissioner may determine, the entire
application fee or any portion thereof
may be returned to the applicant. Com-
mitment, inspection and reopening fees
may be refunded, in whole or in part, if
it is determined by the Commissioner
that there is a lack of need for the hous-
ing or that the construction or financing
of the project has been prevented because
of condemnation proceedings or other
type of legal action taken by a govern-
mental body or public agency, or in such
other instances as the Commissioner may
determine. A transfer fee may be refund-
ed only in such instances as the Com-
missioner may determine.
§244,11 Maximum fees and charges

by mortgagee.

The mortgagee may collect from the
mortgagor the amount of the fees pro-
vided for in this subpart. The mortgagee
may also collect from the mortgagor an
initial service charge in an amount not
to exceed 2 percent of the original prin-
cipal amount of the mortgage to reim-
burse the mortgagee for the cost of
closing the transaction. Any additional
charges or fees collected from the mort-
gagor shall be subject to prior approval
of the Commissioner.
§ 244.12 Unavailability of conventional

- financing.
The application for insurance shall be

accompanied by such evidence as the
Commissioner may require to establish
that the mortagagor or sponsor has been
unable to obtain an uninsured mortgage
loan for financing the proposed project
with terms comparable to those pre-
scribed in §§ 244.30 through 244.50 for
a mortgage insured under this subpart.
§ 244.15 Extension of commitment.

When the mortgagee has failed to take
action within the period of time required
in order to prevent the expiration of a
commitment or in order to reopen an
expired commitment, the Commissioner
may extend such period and may retro-
actively reinstate or reopen such com-
mitment.

RULES AND REGULATIONS

ELGiaoDr MonRacaors
S244.20 Eligible mortgagors.
In order to be eligible as a mortgagor

under this subpart, the applicant rhall
establish to the satisfaction of the Com-
missioner that It qualifies as a roup
practice unit As that term Is defined in
§ 244.1(c).

ELGDLE MOaTGAGEES
§ 244.25 Qualifications forlender.

The provisions of §§ 203.1 through
203.4 of this chapter and § § 203.6 through
203.9 of this chapter shall govern the
ellgiblity, qualifications and require-
ments of mortgagees under this subpart.

AD0x-= MgTarAca Amou0 s
§244.30 Maximum mortgage amounts--

dollar limitation.
The mortgage shall Involve a princlpal

obligation not in excess of $5 million.
§ 244.32 Maximum mortgage amount-

loan to value lindtation.
In addition to meeting the dollar lim-

itation set forth In § 244.30, the mort-
gage shall involve a principal obligation
not in excess of 90 percent of the Com-
missioner's estimate of the replacement
cost of the property when construction
or rehabilitation Is completed. The cost
of the property may include the land and
proposed physical Improvements, equip-
ment, utilities within the boundaries of
the property, architect's fees, taxes, and
interest accruing during construction,
and other miscellaneous charges ap-
proved by the Commissioner as incident
to the construction or rehabilitation.
§ 244.35 Adjusted mortgage amount-

rebabilitation projects.
In addition to meeting the dollar and

loan-to-value limitations set forth In
§§ 244.30 and 244.32, a mortgage fi-
nancing the rehabilitation of existing
improvements shall be subject to the
following additional limitations:

(a) Property held unencumbered. If
the mortgagor is the fee simple owner
of the property and the ownership is not
encumbered by an outstanding indebted-
ness, the mortgage shall not exceed 100
percent of the Commlssioner's estimate
of the cost of the proposed rehabilitation.

(b) Property sublect to existing mort-
gage. If the mortgagor owns the prop-
erty subject to an outstanding Indebted-
ness, which Is to be refinanced with part
of the Insured mortgage, the mortgage
nshall not exceed the total of the
following:

(1) The Commissoner's estimate of
the cost of rehabilitation, plus

(2) Such portion of the outstanding
indebtedness as does not exceed 90 per-
cent of the Commissioner's estimate of
the fair market value of such land and
Improvements prior to rehabilitation.

(c) Property to be acquired. If the
property is to be acquired by the mort-
gagor and the purchase price Is to be
financed with a part of the Insured
mortgage, the mortgage shall not exceed
90 percent of the total of the following:
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(1) The Commiszionar's estimate of
the coat of rehabilitation, plus

(2) The actu:.1 purchase price of the
land and improvements or the Commis-
sioner's estimate (prior to rehabilitation)
of the fair mark~et value of such land and
improvements, whichever is the lesser.
§24-A.37 Reduced mortgage amount-

leaschols.
In the event the mortgage is on a

leasehold estate rather than on a fee
simple holding, the value or replacement
cost of the property on which the mort-
gane is based I- the value or replacement
cost of the property in fee simple reduced
by an amount equal to the capitalized
value of the ground rent.
§ 214.30 Loans to cover 2-year operat-

inglos&.
(a) Operating Z o s s determination.

When the Commicsoner determines that
an operating loz3 has occurred during
the first 2 years following completion of
the project, he may, in his discretion,
accept for insurance under this part, a
loan to cover such lozs. For the purposes
of this section, an operating lass shall
occur when the Commiszioner deter-
mines that the total of the taxes, inter-
est on the mortgage debt, mortgage In-
surance premiums, hazard insurance
premiums, and the expensa of mainte-
nance and operation of the project (ex-
cluding depreciation) exceeds the proj-
ect income.

(b) Security instrument. The loan
shall be Eecured by an instrument in a
form approved by the Commissioner for
use In the jurisdiction In which the proj-
ect s located.

(c) Zax mum i tereat rate. The loan
may bear interest at such rate as may
be agreed upon by the mortgagee and
the mortgagor, but In no case shall such
rate exceed the rate in effect under
§ 244.45 on the date the commitment is -
Issued. Interest shall be payable in
monthly installments on the principal
then outstanding.

(d) Maturity. The loan shall be limited
to a term not exceeding the unexpired
term of the original mortgage.
§244.40 Mortgage provisions.

All of the provisions of § 207.3 of this
chapter apply to mortgages insured
under this subpart. These provisions
prescribe the mortgage form and the
obligation of the mortgagee for disburs-
ing the mortgage proceeds.

Euoxns MoxAGxS
§ 244.45 Maximum interest rate.

(a) The mortgage shall bear intere-t
at the rate agreed upon by the mortgagee
and the mortgagor, which rate shall not
exceed 7 percent, except that where a
letter inviting submission of an applica-
tion for commitment was issued by the
Secretary bafore February 18, 1971, or
an application for commitment was re-
ceived by the Secretary before Febru-
ary 18, 1971, the mortgage may bear
interest at the -axium rate in effect
at the time of Isuatnce of the letter or
tecelpt of the application.
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(b) Interest shall be payable in
monthly installments on the principal
amount of the mortgage outstanding on
the due date of each installment.
§ 244.47 Maximum mortgage maturity.

The mortgage shall have a maturity
not to exceed 25 years from the date of
the beginning of amortization of the
mortgage, and shall contain amortiza-
tion or sinking fund provisions satis-
factory to the Commissioner.
§ 244.50 Payment requirements.

The mortgage shall-provide for pay-
ments on the first day of each month
on account of interest and for payments
to principal in accordance with an amor-
tization plan or sinking fund provisions
agreed upon by the mortgagor, the mort-
gagee and the Commissioner.
§ 244.52 Application of payments.

All payments to be made by the mort-
gagor to the mortgagee shall be added
together and the aggregate amount
thereof shall be paid by the mortgagor
each month in a single payment. The
mortgagee shall apply each payment re-
ceived to the following items in the or-
der set forth:

(a) Premium charges under the con-
tract of Insurance.

(b) Ground rents, taxes, special as-
sessments, and fire and other hazard in-
surance premiums.

(c) Interest on the mortgage.
(d) Amortization of the principal of

the mortgage.
§ 244.55 Accumulation of accruals.

All of the provisions of § 207.12 of this
chapter apply to mortgages Insured un-
der this subpart. These provisions re-
late to payments to be made by the
mortgagor to be accumulated by the
mortgagee for paying the annual mort-
gage insurance premium, ground rents,
taxes, water rates, special assessments,
and fire and other hazard insurance
premiums.
§ 244.57 Mortgage convenants.

The mortgage shall contain covenants
relating to liens, property insurance, and
use of property as prescribed in §§ 207.9,
207.10 and 207.16 of this chapter.
§ 244.58 Racial restriction covenant. -

Under the mortgage Instrument, the
mortgagor shall covenant that until the
mortgage has been paid in full, or the
contract of insurance otherwise termi-
nated, he will not execute or file for
record any instrument which Imposes a
restriction upon the sale or use of the
mortgaged property on the basis of race,
color, or creed. This covenant shall be
binding upon the mortgagor and his as-
signs and shall provide that upon viola-
tion thereof, the mortgagee may, at its
option, declare the unpaid balance of the
mortgage immediately due and payable.'
§ 244.60 Issuance of bonds secured by

trust indenture.
All of the provisions of § 207.15 of this

chapter apply to mortgages insured un-.
der this subpart. These provisions re-

late to the issuance of bonds secured by
a trust indenture.
§ 244.62 Mlortgage lien.

The mortgagor shall certify at the
final endorsement of the mortgage for
insurance as to each of the following:

(a) That the mortgage is the first lien
upon and covers the entire project in-
cluding the equipment financed with
mortgage proceeds.

(b) That the property upon which the
Improvement have been made or con-
structed, and the equipment financed
with mortgage proceeds, are free and
clear of all liens other than the insured
mortgage and such other liens as may
be approved by the Commissioner.

(c) That the certificate sets forth all
unpaid obligations in connection with
the mortgage transaction, the purchase
of the mortgaged property, the construc-
tion or rehabilitation of the project or
the purchase of the equipment financed
with mortgage proceeds.
§ 244.65 Prepayment privilege, pre-

payment and late charges.
(a) Prepayment privilege. The mort-

gage indebtedness shall not be prepaid in
full and the Commissioner's controls
shall not be terminated unless the Com-
missioner gives his prior consent to such
prepayment.

(b) Prepayment charge. The mortgage
may contain a provision for such addi-
tional charge, in the event of prepayment
of principal, as may be agreed upon be-
tween the mortgagor and the mortgagee.
However, the mortgagor shall be per-
mitted to prepay up to 15 percent of the
original principal amount of the mort-
gage in any one calendar year without
any such additional charge. Any reduc-
tion in the original principal amount of
the mortgage resulting from the certifi-
cation of cost requirements shall not be
construed as a prepayment of the
mortgage.

(c) Late charge. The mortgage may
provide for the collection by the mort-
gagee of a late charge, not to exceed two
cents for each dollar of each payment to
interest or principal more than 15 days
in arrears, to cover the expense involved
in handling delinquent payments. Late
charges shall be separately charged to
and collected from the mortgagor and
shall not be deducted from any aggre-
gate monthly payment.
§ 244.67 Insured advances-building

loan agreement.
Prior to the initial endorsement of the

mortgage for insurance, the mortgagor
and the mortgagee shall execute a build-
lng loan agreement, approved by the
Commissioner, setting forth the terms
and conditions under which progress
payments may be advanced during con-
struction. To be covered by mortgage in-
surance, each progress payment shall be
approved by the Commissioner.

WAG1 STANDARDS

§ 244.70 Prevailing wage requirements.
Any contract, subcontract, or building

loan agreement executed for the per-

formance of construction of the project
shall contain provisions requiring com-
pliance with all applicable regulations of
the Secretary of Labor relating to tho
payment of prevailing wages. In addi-
tion, a requirement shall be Included that
each laborer or mechanic employed on
the proJect receive compensation at a
rate not less than one and one-half times
his basic rate of pay for all work time, In
excess of 8 hours during any workday or
in excess of 40 hours during any work-
week.
§ 241.72 Prevailing wage determina-

tion.
After the filing of the application for

insurance and prior to the beginning of
construction, the Commissioner shall ob-
tain from the Secretary of Labor a de-
termination as to the wages prevailing
for the various classes of laborers and
mechanics in the area where the proJeot
is to be constructed.
§ 244.75 Ineligible contracts.

(a) Contracts relating to the construc-
tion of the proJect shall not be made with
a general contractor or a subcontractor
(or any firm, corporation, partnership,
or association in which such contractor
or subcontractor has a substantial inter-
est), the name of which is on the
ineligible list of contractors or subcon-
tractors established by the Commissioner
or by the Comptroller General under the
applicable regulations of the Secretary
of Labor.

(b) If the Commissioner determines
that a contract has been made contrary
to the requirements of paragraph (a) of
this section and so notifies the mort-
gagee, the Commissioner may refuse to
insure any subsequent advances of mort-
gage proceeds.
§ 244.77 Wage certificate.

No advance under the mortgage shall
be eligible for insurance unless there Is
filed with the application for such ad-
vance a wage certificate as required by
the Commissioner. The certificate shall
state that the laborers and mechanics
employed in the construction of the proj-
ect have been paid not less than the pro-
vailing wages determined by the Secre-
tary of Labor and any overtime wages
at a rate not less than one and one-half
times the basic rate of pay for all work
time, in excess of 8 hours during any
workday, or In excess of 40 hours during
any workweek.

I FUNDS AmD FnAvCES

§ 244.85 Funds and finance-depo-qit
and letters of credit.

(a) Deposits. Where the Commia-
sioner requires the mortgagor to make a
deposit of cash or securities, such deposit
shall be with the mortgagee or a deposi-
tory acceptable to the mortgagee. Tho
deposit shall be held by the mortgageo in
a special account or by the depozitory
under an appropriate agreement ap-
proved by the Commissioner.
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(b) Lettir of credit. Where a letter
of credit Is acceptable to the Commis-
sioner in lieu of deposit of cash or secu-
rities, the letter of credit shall be uncon-
ditional and irrevocable. The letter of
credit shall be issued to the mortgagee
by a banking institution. The mort-
gagee shall be responsible to the Com-
missioner for collection under the letter
of credit. In the event a demand for

- payment under the letter of creditis not
immediately met, the mortgagee shall
forthwith provide a cash deposit equiva-
lent to the undrawn balance of the letter
of credit.
§ 244.87 Funds and finances-offsite

utilities and streets.
The Commissioner shall require assur-

ance of completion of offsite public util-
ities and streets in all cases, except where
a municipality or other public body has
by agreement (acceptable to the Com-
missioner) agreed to install such util-
ities and streets without cost to the
mortgagor. Where such assurance is re-
quired, it shall be either in the form of
a cash escrow deposit or the retention
of a specified amount of mortgage pro-
ceeds by the mortgagee. If a cash escrow
is used, it shall be deposited with the
mortgagee or with an acceptable trustee
or escrow agent designated by the mort-
gagee. If mortgage proceeds are used,
the mortgagee shall retain under terms
approved by the Commissioner, rather
than disburse at the initial closing of the
mortgage, a portion of the mortgage pro-
ceeds allocated to land in the project
analysis. As additional assurance, the
Commissioner may also require'a surety
company bond or bonds.
§ 244.90 Funds and finances--insured

advances-general requirements.
(a) Establishint of funds. If the

commitment provides for insurance of
advances during construction, the mort-
gagor shall, prior to initial endorsement,
make each of the following deposits:

(1) An amount determined by the
Commissioner as sufficient (when added
to the proceeds of the insured mortgage)
to assure completion of-the project and
to pay the initial service charge, the
carrying charges, and the legal and or-
ganization expenses incident to the proj.
ect. The deposit shall be in cash and
shall be held by the mortgagee undei
an appropriate agreement, approved b
the Commissioner, requiring that priom
to the advance of any mortgage money
all the cash be disbursed for work auc
material on the physical Improvements
and for any other charges and expense
which are payable.

(2) An amount representing all fee
and charges to be paid by the mortgago
in connection with financing which ari
in excess of the initial service charge am
which have been approved by the Coin
missioner.

(b) Deposit and use of funds. Unles
other arrangements acceptable to th
Commissioner are made, the funds re
ferred to in paragraph (a) of this sec

tion shall be subject to the provisions of
§ 244.85 (a).

(c) Letter of credit. The mortgagee
may accept, in lieu of a cash deposit
required by paragraph (a)(2) of this
section, b6 letter of credit as provided in X
§ 244.85(b).

§.244.92 Funds and financcs-insured t
advances-working capital

(a) The amount of working capital, if
any, required by the Commissioner to be 2

deposited by the mortgagor with the
mortgagee or in a depository satisfactory
to the mortgagee and under its control,
shall not exceed 2 percent of the original
amount of the mortgage. Disbursement
from such deposit shall be made only in
a manner prescribed by the Commls-
sioner.

(b) The mortgagee may accept, in lien
of a cash deposit required by paragraph
(a) of this section. an unconditional ir-
revocable letter of credit issued to the
mortgagee by a banking institution. In
the event a demand under the letter of
credit is not Immediately met, the mort-
gagee shall forthwith provide cash equiv-
alent to the undrawn balance there-
under.

§ 244.95 Funds and finances-insured
advances-assurance of completion.

(a) In general. The mortgagor shall
furnish assurance of completion of the
project, in the form of a personal
Indemnity agreement, a surety company
bond or bonds, a cash escrow deposit, or
a letter of credit, as required by the
Commissioner. The types of assurance
to be furnished are as follows:

(1) Where the estimated cost of con-
struction or rehabilitation s $200,000 or
less, assurance will be accepted in the
form of a personal indemnity agree-
ment executed by the principal offIcers,
directors, sf~ckholders, or partners or
individuals operating as the general
contractor.

(2) Where the estimated cost of con-
struction or rehabilitation s more than
$200,000 or where such cost is less than
$200,000 and a personal indemnity
agreement is not executed, assurance
shall be by a surety company bond or
bonds, a cash escrow deposit, or a letter
of credit, the amount of which shall be

I prescribed by the Commissioner.
(b) Indiemnit agreement and bond

r requirements. The personal indemnity
agreement and the bonds Shall be on
forms approved by the Com ner.

L The surety company executing a bond
must be satisfactory to the Commis-
sioner.

(c) Escrow deposit requirements. The
s escrow deposit shall consist of cash, Ee-
r curties of the United States, or securities
B which are fully guaranteed by the United
I States as to principal, except that PHA
- debentures may not be used for such

purpose. The deposit shall meet the re-
s quirements of § 244.86(a).
e (d) Letter of credit requirements.
.- The letter of credit shall meet the le-
- quirements of § 244.85(b).
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SUP VOZ OF MORTGAGOR

244.100 Supervision of mortgagor-
form of regulation.

The Commissioner may regulate and
estrict the mortgagor as long as the
;ommLssIoner Is the insurer or rein-
rurer of the mortgage or while the Secre-
ary Is the holder of the mortgage. Such
rgeulation or restriction may be In the
'orm of a regulatory agreement, corpo-
rate charter or such other mean! as the
Commissioner approves.

§ 244.102 Supervision of nortgagor-
maintenance of projecL

The mortgagor shall maintain the
project's grounds and buildings and the
equipment flnanced with mortgage pro-
ceeds in good repair. It shall promptly
complete such repairs and maintenance
as the Commissioner considers necessary
andrequired.
§ 244.105 Supervision of mortgagor-

books and accounts.

The books and accounts of the mort-
gagor relating to the operation of the
physical facilities of the project (exclu-
sive of the books and records relating to
the group practice of medicine, dentistry,
or optometry) aall be established and
maintained in a manner satisfactory to
the Commissioner. They shall be kept
in accordance with the requirements of
the Commissioner so long as the mort-
gage is insured by the Commissioner or
the mortgage Is held by the Secretary.
The mortgagor shall file with the Com-
missioner such financial reports as the
Commissioner may require.
§ 244.107 Supervision of mortgagor-

inspection of facilities by Commis-
sioner.

The mortgagor's property, equipment,
building, plans, offices, apparatus, de-
vices, books, contracts, records, docu-
ments, and papers relating to the opera-
tion of the physical facilities of the proj-
ect (exclusive of the books and records
relating to the group practice of medi-
cne, dentistry or optometry) shall be
subject to inspection and examination by
the Commissioner or his duly authorized
representative at all reasonable times.

§244.110 Supervision of mortgagor-
control over surplus cash.

Surplus cash acquired by the muort-
gagor from the operation of the project
may be used only for such specific pur-
poses as may be approved by the Com-
missioner. The term "surplus cash" as
used in this section shall mean. the cash
legally available and remaining after the
payment and allocation of funds as
follows:

(a) The payment of each of the
following:

(1) Sums currently due under the
terms of the mortgage or note insured
by the Commissioner or held by the
Secretary.

(2) Amounts required to be deposited
in the Reserve Fund for Replacements.
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(3) Outstanding obligations of the
mortgagor arising out of the operation
of the project other than those arising
out of the mortgage indebtedness, unless
funds for payment have been set aside
or deferment of payment has been ap-
proved by the Commissioner.

(b) The allocation and placement in
a separate account of an amount equal
to the aggregate of all special funds re-
quired to be maintained by the project.

§ 244.112 Supervision of mortgagor-
fund for replacements.

The mortgagor shall deposit and
maintain with the mortgagee a reserve
fund for replacements. The amount
and type of such fund and the condi-
tions under which it shall be accumu-
lated, replenished, and used, shall be
specified in the regulatory agreement,
corporate charter, or in such other docu-
ment as the Commissioner may require.
§ 244.115 Rental of facilities.

Where the mortgagor rents the group
practice facilities to a medical or dental
group, the terms of the lease and the
amount of rental charge shall be sub-
ject to the approval of the Commissioner.
Provision shall be included in the lease
for an annual review of the rental charge
and for adjustments to increase or de-
crease such rental charge with the ap-
proval of the Commissioner. The mort-
gagor shall make an annual report to the
Commissioner as to Its financial status
and adjustments in the annual rental
shall be made only with the approval of
the Commissioner.

PROPERTY REQIRELIENTS
244.120 Eligibility of property. I
A mortgage to be eligible for Insurance

shall cover real estate in which the mort-
gagor has one of the following interests:

(a) A fee simple title.
(b) A lease for not less than 99 years

which Is renewable.
(c) A lease having a term of not less

than 75 years to run from the date the
mortgage is executed.

(d) A lease executed by a govern-
mental agency or an Indian or an Indian
tribe for the maximum term consistent
with the legal authority for the execu-
tion of such lease, provided that the term
of any such lease shall run for a period
of not less than 50 years from the date
the mortgage Is executed.
§ 244.122 Special prcperty require-

ments.
The project shall be designed for uso

as a group practice facility which the
Commissioner finds:

(a) Will be constructed In an econom-
ical manner.

(b) Will not be of elaborate or ex-
travagant design or materials.

(c) Will provide adequate and suitable
facilities for the group practice of medi-
cine, optometry, or dentistry.

§ 244.125 Zoning, deed or building re-
ctrictions.

The project when completed shall not
violate any material zoning or deed re-

RULES AND REGULATIONS

strictions applicable to the project site,
and shall comply with all applicable
building and other 'governmental regu-
lations and requirements.
§ 244.127 Discrimination prohibited.

Any contract or subcontract executed
for the construction or rehabilitation of
the project shall contain a provision that
there shall be no discrimination against
any employee, or applicant for employ-
ment because of race, color, creed, or
national origin. Where the mortgagor
is the general contractor, the building
loan agreement shall contain the same
provision against discrimination.

COST CERTIFICATION

§ 244.140 Ce cification of cost require-
ments.

(a) Prior to Initial endorsement of
the mortgage for insurance, the mortga-
gor, the mortgagee and the Commis-
sioner shall enter Into an agreement
approved by the Commissioner for the
purpose of limiting the outstanding
principal balance of the mortgage, at the
time of final endorsement, to the statu-
tory limitations based on the actual cost
of the project. The agreement shall re-
quire the mortgagor to do each of the
following:

(1) Disclose its relationship including
any collateral agreements with the gen-
eral contractor, the subcontractor, and
the suppliers.

(2) Enter into a construction contract
with the general contrdctor in a form
meeting the requirements of § 244.145.

(3) Execute a certificate of actual
costs upon completion of the construc-
tion.

(4) Reduce the outstandind principal
balance of the mortgage by applying
thereto any excess of mortgage proceeds
over statutory limitations based on ac-
tual costs.
§ 244.142 Certificate as to subcontracts.

If the Commissione? determines that
the mortgagor or any of its officers, di-
rectors, stockholders, partners, or bene-
ficiaries have an Interest (financial or
otherwise) In a subcontractor or ma-
terial supplier, the mortgagor shall
certify (at such times and in such form
as may be prescribed by the Commis-
stioner prior to final endorsement of the
mortgage for insurance) that the
amounts paid to such subcontractor or
material supplier were not more than the
rate being paid in the locality for sIMI-
lar type labor and materials
§ 244.145 Form of contract.

A cost-plus form of contract between
the mortgagor and the general contrac-
tor shall be used unless it Is established
to the Commissioner's satisfaction that
such form is not'requlred to protect his
interests and the Interests of the mort-
gagor, in which case a lump sum contract
may be used.
§ 244.147 Certificate of actual costs.

Upon completion of the project to the
satisfaction of the Commissioner and
prior to final endorsement, the mortgagor

shall submit a certificate showilng the
actual costs of the project to the mort-
gagor. The certificate shall be in a
form prescribed by the Commissioner.
§ 244.150 Certificate of actual cosgt--

general contractor's costs.
Upon completion of the project to the

satisfaction of the Commkiioner and
prior to final endorsement, the general
contractor shall submit a certificate of
actual costs in a form prescribed by the
Commissioner.
§ 244.152 Certificate of actual co'ti,-

subcontractor's costs.
Where the subcontractor, material

supplier, or equivalent lessor have an
Identity of interest either with the mort-
gagor or the general contractor, the
Commissioner may require the mortga-
gor to submit a certificate showing the
actual cost of the labor, supplies, or
equipment furnished to the project by
any one or all of such entities. The cer-
tificate shall be In a form pre.crlbed by
the Commissioner.
§ 244.155 Records.

The mortgagor shall keep and man-,
tain adequate records of all construc-
tion costs, or other cost Items not repre-
senting work under the general contract
and shall require the general contractor
to keep similar records. Upon reque .t
by the Commissoner, such records, to-
gether with any collateral ngreemento,
shall be made available for examination.

§ 244.157 Adjustment of cost-new con-
struction.

In the case cf new constructon, in
order to give effect to land value, the ag-
gregate amount shown in the certificate
of actual costs shall be adjusted, prior to
final endorsement, a follows:

(a) Land held in fee. Where the land
included n the mortgage scecurlty to
owned in fee by the mortgagor, the Com-
missioner's estimate of the fair market
value of such Land prior to the beginning
of construction shall be added to the
total cost shown in the certifl ate.

(b) Land held v n d e r leaseholtd.
Where the land included in the mort-
gage security Is held by the mortgagor
under a leasehold, the expense of acquir-
Ing the leasehold may be added to the
aggregate amount shown In the certifi-
cate of actual costs. The amount added
shall be limited to the Commisioner's
estimate, prior to the beginninu of con-
struction, of the fair market value of the
leazsehold or other interest.
§ 244.160 Adjustment of cogt-rehabill-

tatidn.
n the case of repair or rehabilittion,

in order to give effect to land value, the
aggregate amount show in the certifi-
cate of actual costs shall bo adjusted,
prior to final endorsement, as follows:

(a) PropertJ already owned. Where
no part of the proceeds of the mortgage
Is to be used to finance the purchaseo of
the land or the existing Improvements,
the mortgage shall be reduced to an
amount which does not exceed 100 per-
cent of the actual costs (as approved by
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the Commissioner) of the repair or
rehabilitation.

(b) Property subject to existing mort-
gage. Where the proceeds of the mort-
gage are to be used to refinance an
existing mortgage, there shall be added
to the actual costs of the repair or re-
habilitation the lesser of the following:

(1) The amount of the existing mort-
gage.

(2) 90 percent of the Commissioner's
estimate (prior to repair or rehabilita-
tion) of the fair market value of the
land and existing improvements.

(c) Property to be acquired. Where
the proceeds are to be used to finance the
purchase of the land and existing im-
provements in addition to financing the
repair or rehabilitation, there shall be
added to the actual costs of the repair or
rehabilitation the lesser of the following:

(1) The purchase price of theland and
existing improvements.

(2) The Commissioner's estimate
(prior to repair or rehabilitation) of the
fair market value of the land and existing
improvements.
§244.162 Redction in m o r t g a g e

amount.
If the principal amount 'of the mort-

gage exceeds the total shown by the cer-
tificate of actual costs, after adjustment
as provided in §§ 244.157 and 244.160,
the mortgage shall be reduced by the
amount of such excess prior to final in-
surance endorsement.

244.165 Effect of agreement.
Any agreement, undertaking, state-

ment, or certification required by the
Commissioner in connection with the
certificate of actual costs shall specifi-
cally state that it-has been made, pre-
sented, and delivered for the purpose of
influencing an official action of the Com-
missioner and that it may be relied upon
as a true statement of the facts con-
tained therein.
§ 244.167 Cost certification incontest-

able.

Upon the Commissioner's approval of
the mortgagor's certification of actual
costs, such certification shall be final
and incontestable, except for fraud or
material misrepresentation on the part
of the mortgagor.

§ 244.180 Eligibility of title.
In order for the mortgaged property

to be eligible for insurance, the Commis-
sloner shall determine that marketable
title thereto is vested in the mortgagor
as of the date the mortgage Is filed for
record. The title evidence shall be ex-
amined by the Commissioner and the
original endorsement of the credit in-
strument for insurance shall be evidence
of Its acceptability.

§ 244.182 Title evidence.
Upon insurance of the mortgage, the

mortgagee shall furnish to the Commis-
sioner a survey of the mortgaged prop-
erty, satisfactory to him, and a policy

of title Insurance covering such property.
as provided in paragraph (a) of this sec-
tion. If, for reasons the CommLssloner
deems satisfactory, title insurance can-
not be furnished, the mortgagee shall
furnish such evidence of title in accord-
ance with paragraph (b) or (c) of this
section, as the Commissioner may re-
quire. Any survey, policy of title insur-
ance, or evidence of title required under
this section shall be furnished without
expense to the Commissioner. The types
of title evidence are:

(a) A policy of title insurance issued
by a company and in a form satisfactory
to the Commisioner. The policy shall
name as the insureds the mortgagee and
the Secretary of Housing and Urban
Development, as their respective inter-
ests may appear. The policy shall pro-
vide that upon acquisition of title by the
mortgagee or the Secretary, It will be-
come an owner's policy running to the
mortgagee or the Secretary, as the case
may be.

(b) An abstract of title satisfactory to
the Commissioner, prepared by an ab-
stract company or individual engaged
in the business of preparing abstracts
of title, accompanied by a legal opinion
satisfactory to the Commission as to the
quality of such title, signed by an attor-
ney at law experienced in the examina-
tion of titles.

(c) A Torrens or similar title certif-
icate.
FACILIIS Foa OLDaR DECLnmic; Ans
§ 244.185 Eligibility of mortgages cov-

ering facilities in certain neighbor-
hoods.

(a) A mortgage financing the repair,
rehabilitation or construction of a group
practice facility located in an older de-
clining urban area shall be eligible for
insurance.under this subpart subject to
compliance with the additional require-
ments of this section.

(b) The mortgage shall meet all of
the requirements of this subpart, except
such requirements (other than those re-
lating to labor standards and prevailing
wages) as are Judged to be not applicable
on the basis of the following determina-
tions to be made by the Commisoner:

(1) That the conditions of the area in
which the property is located prevent
the application of certain eligibility re-
quirements of this subpart.

(2) That the area is reasonably viable,
and there is a need in the area for an
adequate group practice facility to serve
low and moderate income families.

(3) That the mortgage to be insured
is an acceptable risk.

(c) M1ortgages complying with the re-
quirements of this section shall be in-
sured under this subpart pursuant to
section 223(e) of the National Housing
Act. Such mortgages shal be insured
under and be the obligation of the
Special Risk Insurance Fund.

§ 244.249 Effect of amendments

The regulations in this subpart may be
amended by the Commissioner at any
time and from time to time, in whole or

in part, but such amendment shall not
adversely affect the interests of a mort--
gagee or lender under the contract of
insurance on any mortgage or loan al-
ready Insured and shall not adversely
affect the interests of a mortgagee or
lender on any mortgage or loan to be
insured on which the Commissioner has
made a commitment to insure.

Subpart B-Contract Rights and
Obligations

§ 244.251 Incorporation by reference.
(a) All of the provisions of §§ 207.251

et seq. (Part 207, SubpartB) of this chap-
ter, relating to mortgages insured under
section 207 of the National Housing Act,
apply to a mortgage covering a group
practice facility insured under title XE
of such Act.

(b) For the purposes of this subpart,
all references in Part 207 of this chapter
to section 207 of the Act shall be con-
strued to refer to title XI of the Act.

(c) All of the definitions in § 24-4.1
shall apply to this subpart. In addition,
as used in this part, the term "contract
of Insurancb" means the agreement evi-
denced by the Commissioner's insurance
endorsement and includes the provisions
of this subpart and of the Act.

SUBCHAPTER C--PLANNING ASSISTANCE TO
HOUSING SPONSORS

PART 270-LOAN AND GRANT AS-
SISTANCE FOR PLANNING HOUS-
ING PROJECTS IN APPALACHIA

Se.
2701 Statement o£ applicable law and

rcopo of planning assistance.
270 Dalegntlon from Secretary to Asist-

ant Secretary-Federal Housing
CommsLsioner.

270.5 Deflnltlon.
270.7 Scope of asstance.
270.10 Location of proposcd project.
270.13 Filing. procelng and rpproving ap-

plicatIons.
270.15 Eligible applicants.
270.17 Uce of loan or grant proceeds.
270.20 Maximum amount of loan.
270.23 Laximum amount of grant.
270.25 Waiver of repayment.
270.27 Maturity of loans-contract provi-

270.30 Interest on loans.
Aur'o=xrc : The provisions of this Part 270

is-ued under cac. 207, 81 Stat. 257; 40 U.S.C.
App. 207.

§ 270.1 Statement of applicable law and
scope of planning assistance.

Section 207 of the Appalachia Re-
gional Development Act of 1965 au-
thorizes the Secretary of Housing and
Urban Development to make loans, un-
der such terms and conditions as he
may prescribe, to nonprofit, limited divi-
dend, or cooperative organizations, or to
public bodle, for empenses of planning a
housing construction or rehabllitation
project and for obtaining the financng
of such project by an insured mortgage
under section 221 or 236 of the National
Housing Act. Such project shall be lo-
cated in an area of the Appalachian re-
gion determined by the Appalachian Re-
gional Commisslon to have significant
potential for future growth.
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§ 270.3 Delegation from Secretary to As.
sistant Secretary-Federal Housing
Commissioner.

The Secretary has delegated to the As-
sistant Secretary-Federal Housing Com-
missioner the authority to execute the
powers and functions vested in the Secre-
tary by section 207 of the Appalachian
Regional Development Act of 1965. The
delegation includes the authority for the
Commissioner to redelegate such author-
ity to employees of the Department.

270.5 Definitions.
As used in this part:
(a) "Act" means the Appalachian Re-

gional- Development Act of 1965, as
amended.

(b) "Commission" means the Appa-
lachian Regional Commission, its
Executive Committee, or the Federal
Cochairman of such Commission or his
authorized representative.

(c) "Commissioner" means the Assist-
ant Secretary-Federal Housing Com-
missioner or his authorized representa-
tive.

(d) "Cooperative organization" means
a nonprofit cooperative ownership hous-
ing corporation or trust approved by the
Commissioner which restricts permanent
occupancy of the project to the members
of the corporation or trust and which
prescribes requirements, approved by the
Commissioner, -for obtaining and trans-
ferring membership.
(e) "Fund" means the Appalachian

Housing Fund allocated to the Secretary
for carrying out the purposes of this part.

(f) "FTM'A" means the Federal Na-
tional Mortgage Association.

(g) "GNMA" means the Government
National Mortgage Association.

(h) "Limited dividend organization"
means an entity eligible as a limited dis-
tribution mortgagor under section 221 of
the National Housing Act and § 221.5-10
(c) of this title.

(I) "Nonprofit organization" means a
corporation or association organized for
purposes other than the making of profit
or gain for itself or any persons identified
therewith and which the Commissioner
finds is in no manner controlled or di-
rected by persons or firms seeking to de-
rive profit or gain from its operation.

(j) "Public body" means a Federal
Instrumentalify, a State or political sub-
division or an instrumentality thereof,
which certifies that It Is not receiving
financial assistance from the United
States exclusively pursuant to the United
States Housing Act of 1937.

(k) "Secretary" means the Secretary
of Housing and Urban Development or
an officer of the Department of Housing
and Urban Development empowered to
exercise any of the functions of the
Secretary under section 207 of the Act.

(1) "Section 221" means section 221 of
the-National Housing Act.
(m) "Section 221 regulations" means

the regulations in Part 221 of this chap-
ter issued to implement section 221 of the
National Housing Act.

(n) "Section 236" means section 236
of the National Housing Act.

(o) "Section 236 regulations" means
the regulations in Part 236 of this chap-
ter issued to implement section 236 of the
National Housing Act.

(p) "State member" means the mem-
ber of the Appalachian Regional Com-
mission who represents the State in
which a proposed housing project Is to be
located, or his authorized representative.
§ 270.7 Scope of assistance.

The Commissioner may make loans or
grants from the fund to encourage and
facilitate the construction or rehabilita-
tion of housing in any area of the
Appalachian Region determined by the
Commission to have significant potential
for future growth. The conditions of
eligibility for applicants and applications
for such loans or grants and the terms
and conditions under which the proceeds
of such loans and grants may be used are
specified in this part.
§ 270.10 Location of proposed project.

The proposed project for which a loan
or grant is sought shall be located in the
Appalachian region as that term Is
defined In section 403 of the Appalachian
Regional Development Act, as amended
(40 U.S.C. Apendix A, sec. 403). The pro-
posed project shall be located In an area
of such region determined by the Com-
mission to have significant potential for
future growth.
§ 270.13 Filing, processing, and approv-

ing applications.
(a) Prior to filing an application for

a loan under this part, the applicant
shall obtain approval for such filing
from the state member. The application
shall be filed, on a form prescribed by the
Commissioner, with the HUD ayea or in-
suring office having jurisdiction over the
area in which the applicant proposes to
construct or rehabilitate a housing
project to be financed with a mortgage
insured under section 231 or 236.

(b) Upon a determination by the Com-
missioner that the financial assistance
applied for will carry out the purposes
of this part and that an applicant Is
eligible for such assistance, the applica-
tion will be submitted to the Commission
for final approval.

(c) After review, and upon approval by
the Commission, the loan or grant may
be disbursed by the Commissioner.
§ 270.15 Eligible applicants.

(a) To be eligible for a loan, an appli-
cant must be a nonprofit, limited divi-
dend, or cooperative organization or a
public body.

(b) To be eligible for a grant, an ap-
plicant must be a nonprofit or coopera-
tive organization or a public body.

(c) An applicant for a loan or grant
shall have available funds or assets con-
sidered adequate by the Commissioner to
defray no less than 20 percent of the ex-
penses of planning a project and of ob-
taining a mortgage insured under section
221.
§ 270.17 Use of loan or grant proceeds.

An applicant shall agree, in form satis-
factory to the Commissioner, to use the

loan proceeds for the expenses of plan-
ning a housing or rehabilitation project
and for obtaining the financing of such
project by a mortgage insured under rec-
tIon 221 or 236. The plans for such proj-
ect shall contemplate Its ownership by
one of the following:

(a) The applicant.
(b) A cooperative organization.
(c) A nonprofit organization to be

formed and controlled in a manner sctis-
factory to the Commissioner.
§ 270.20 Maxinun amount of loan.

The loan shall not exceed 80 percent
of the total cost of both planning the
project and of obtaining an insured mort-
gage under section 221 or 236. Theso
costs may include preliminary surveys
and analyses of market needs; prelimi-
nary site engineering and architectural
fees; options for the purchase of land;
FHA and FNMA, or GNMA fees: con-
struction loan fees and discounts; and
such other Items of cost as may be ap-
proved- by the Commissioner. The loan
shall be dsbursed'on the basis of 80 per-
cent of the Commissioner's estimato of
the total cost for such planning and for
obtaining the insured mortgage. The loan
contract shall provide for an adjustment
of the loan to an amount which will not
exceed 80 percent of the actual expendi-
tures for such total cot.

§ 270.23 Maximum amount of grant.
(a) The grant shall not exceed 80 per-

cent of the difference between:
(1) The amount representing all the

administrative expenses incident to
planning a project added to the cot of
obtaining a mortgage under ecotion 221
or 236; and

(2) The amount of such exponse re-
covered from the proceeds of the Inoured
mortgage.

(b) ' he administrative expenses in-
cident to planning a project may includo
preparation of applications to the MM
and FNTMA, or GNIMA, coordination and
management activities, and such other
items of administrative expense as may
be approved by the Commissioner.

(c) The grant shall be disbursed in an
fanount determined by applying the for-
mula in paragraph (a) of thin section to
the Commissioner's estimate of both the
expenses that will be Incurred and the
expenses that will be recovered from
mortgage proceeds.

<d) The grant contract shall provide
for an adjustment of the grant by apply-
ing the formula in paragraph (a) of thit
section to the actual expenses and the
amount of such expenses recovered from
mortgage proceeds.

§ 270.25 Waiver of repayment.
The Commissioner may waive the re-

payment of all or such part of n loan,
including interest thereon, that he de-
termines cannot be recovered from the
proceeds of a mortgage or mortgages in-
sured under section 221 or 230. No waiver
shall be made In connection with a loan
to a limited dividend organization.
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§270.27 Maturity of loans---contract
provisions.

The contract for a loan shall provide
for repayment by the borrower within
6 months following the first disburse-
ment of funds pursuant to the contract
or at such time as the borrower recovers
his expenses from the mortgage proceeds,
or at such other time as may be fixed by
contract with the- Commissioner. The
Commissioner may extend the time for
repayment under such terms and condi-
tions as he may prescribe.
§ 270.30 Interest on loans.

(a) Interest shall not be charged to
borrowers other than limited dividend
organizations.

(b) Interest charged to a limited
dividend organization shallbe at the pre-
valling market rate, which shall be the
maximum rate authorized under § 221.-
518(a) of this title for mortgages insured
under section 221. Such rate shall be de-
termined as of the date the Insuring
office director recommends approval of
the application for financial assistance
under the Act.

PART 271-LOAN ASSISTANCE FOR
PLANNING LOW AND MODERATE
INCOME HOUSING

Sec.
271.1 Statement of applicable law and

scope of planning assistance.
27L3 Delegation from Secretary to Assist-

ant Secretary-Federal Housing
Commissioner.

271Z Defnitions.
271.7 Scope of assistance.
271.13 lling. processing and approving ap-

plications.
271.15 Eligible applicant-.
271.17 Use of loan proceeds.
271.20 Mx-mum amount of loan.
271. Waiver of repayment.
271.27 Maturity of loans-contract provi-

sions.
271.30 Interest on loans.

Amnor: The provisions of this Part
271 Issued under sec. 106, 82 Stat. 490; 12
U.S.C. 1701x
§ 271.1 Statement of applicable law and

scope of planning assistance.
Section 106(b) of the Housing and

Urban Development Act of 1968 author-
izes the Secretary of Housing and Urban
Development to make loans, under such
terms and conditions as he may pre-
scribe, to nonprofit organizations for
necessary expenses of planning and ob-
taining :nancing for the rehabilitation
or construction -of housing for low and
moderate income families under any fed-
erally assisted program.
§ 271.3 Delegation from Secretary to As.

sistant Secretary-Federal Housing
Commissioner.

The Secretary has delegated to the
Assistant Secretary-Federal Housing
Commissioner the authority to execute
the powers and functions vested in the
Secretary by section 106(b) of the Hous-
ing and Urban Development Act of 1968
The delegation includes the authority for
the Commissioner to redelegate suh au-
thority to employees of the Department.

§ 271.5 Definitions.
Asusedin this part:
(a) "Act" means the Housina and

Urban Development Act of 1968.
(b) "Commissiner" means the As-

sistant Secretary-Federal Housing Com-
missioner or his authorized representa-
tive.
(c) "Fund" means the Low and Mod-

erate Income Sponsor Fumd.
(d) "Nonprofit organization" means a

corporation or association organized for
purposes other than the making of profit
or gain for itself or any persons Identified
therewith and which the Commissioner
finds is in no manner controlled or di-
rected by persons or firms seeking to de-
rive profit or gain from its opdratlon.
§ 271.7 Scope of assistance.

The Commissioner may make loans
from the fund to encourage and facilitate
the construction or rehabilitation of
housing for low and moderate Income
families under any federally assisted pro-
gram. The conditions of eligibility for ap-
plicants and applications for such loans
and the terms and conditions under
which the proceeds of such loans may be
used are specified in this part.
§ 271.13 Filing, processing and approv-

ing applications.
(a) The application shallbeflaed, on a

form prescribed by the CommissLoner,
with the HUD area or Insuring office
having jurisdiction over the area in
which the applicant proposes to con-
struct or rehabilitate a housing project
for low or moderate income familles to be
financed with the assistance of any Fed-
eral program.

Cb) Upon a determination by the area
or insuring office director that the finan-
clal assistance applied for will carry out
the purposes of this part and that an ap-
plicant is eligible for such asFitance, the
application will be submitted to the
Regional Administrator for final ap-.
proval.
(c) After review, and upon approval

by the Assistant Commissioner for Mult-
family Housing, the proceeds of the loon
may be disbursed by the Comisioner.
§ 271.15 Eligible applicants.

(a) To be eligible fora loan, an appli-
cant must be a nonprofit organizon.

(b) An applicant for a loan shll have
available funds or asets considered ade-
quate by the Commissioner to defray
no less than 20 percent of the estimated
expenses of planning a project and of
obtaining financing under a federally
assisted program.
§ 271.17 Use of loan proceeds.

An applicant sall agree, Inform satis-
factory to the Commissloner, to use the
loan proceeds for the expense of plan-
ning the .rehabilitation or construction
of a project and for obtaining the fi-
nancing of suchproject under a federally

psssted Program. The plans for such
project shall contemplate Its ownership
by the applicant or another nonprofit or-

ganization satisfactory to the Commis-
sioner.
§ 271.20 Maximum amount ofloan.

The loan sbal not exceed 80 percent of
the total reasonable and necezzary costz
e.xpected to be incurred in. both planning
the project and of obtaining financing
under a federally asssted program. These
costs may Include preliminary surveys
and analyses of market needs; prelimi-
nary site engineering and architectural
fees; options for site acquisition; applica-
tion and mortgage commitment fees;
construction loan fees and discounts; and
such other Items of cost as may be ap-
proved by the Commissioner. The loan.
proceeds shall be disbursed on the basis
of 80 percent of the Commissioners esti-
mate of the total reasonable costs for
such plnning and for obtaining such
financing. The loan contract slll pro-
vide for an adjustment of the loan to an
amount whlch will not exceed 80 percent
of the actual expenditures for such total
costs.

§ 271.25 Waiver ofrepayment.
The Commisloner may waive the re-

payment of all or such part of a loan that
he determines cannot be recovered from
the proceeds of a permanent loan made
to finance the rehabilitation or construc-
tion of a houIn project.

§ 271.27 Maturity of loans---contract
provisions.

The contract for a lo3n shall provide
for repayment by the borrower within 6
months following the first disbursement
of funds pursuant to the contract or at
such time as the borrower recovers his
expens from the proceeds of the perma-
nent financing, or at such other time as
may be fixed by contract with the Com-
miLioner. The CommLssioner may ex-
tend the time for repayment under such
terms and conditions as he may pre-
scribe.
§ 271.30 Interest on loans.

No interest shnil be charged to a bor-
rower under the provisions of this pmt.

SUCCHAPTU D-P UCLY FINANCE
HOUSING PROGRAMS

PART 275--LOW-RENT PUBLIC
HOUSING

275.1 Daflnltlonn.
275 2 -enerol policy.
27.3 Application for flnancial cs un

(other than c,.ingprogram).
275.4 Annual Contributions Contract

(other than lesing prvrnam).
275.5 LaIng prczam.
275.0 Private particlpation.
275.7 Appllcations; information.
23.8 Fedranly o -ed low-rent lousing
Appmdx-1-Prototypo C:at Limi for Pub'ic
Housin,"

Armo:ur : The provions cf this Part
275 --ued under arc. 7(d). 73 Stat. £70; 42
0Z.o.3535(d).

§ 275.1 Definitions.

For purposes of this part the follo-snz
terms shall have the meanings azcribed:
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(a) Act. The United States Housing
Act of 1937, as amended (42 U.S.C. 1401
etseq.).

(b) State. Any State of the Union, the
District of Columbia, and any Territory,
dependency, or possession of the United
States.

(c) Low-rent housing. Decent, safe,
and sanitary dwellings within the finan-
cial reach of families of low income, and
all necessary appurtenances.

(d) Families of low income. Families
who are In the lowest income group and
who cannot afford to pay enough to cause
private enterprise in their locality or
metropolitan area to build an adequate
supply of decent, safe, and sanitary
dwellings for their use.
(e) Local Authority. Any S t at e,

county, municipality, or other govern-
mental entity or public body which is
authorized to engage in the development
or administration of low-rent housing or
slum clearance. A "Local Authority" is a
"public housing agency" as defined in
the Act.

(f) Cooperation agreement. A con-
tract between a Local Authority and the
governing body of the locality, providing
for tax exemption, elimination of unsafe
and insanitary dwelling units, supplying
of public services, and other forms of
cooperation by the local government, and
.for payments in lieu of taxes by the Local
Authority, In connection with a low-rent
housing project.
§ 275.2 General policy.

The objectives of the program are to
promote the general welfare by employ-
ing the funds and credit of the United
States to assist the States and their po-
litical subdivisions to alleviate unemploy-
ment and to remedy the unsafe and
Insanitary housing conditions and 'the
acute shortage of decent, safe, and sani-
tary dwellings for families of low income,
in urban and rural nonfarm areas, that
are injurious to the health, safety, and
morals of the citizens of the Nation. The
objectives are carried out by providing
financial assistance, pursuant to con-
tracts, to Local Authorities applying for
such assistance in developing and op-
erating low-rent housing projects or for
leasing of housing In private accom-
modations. Applications for financial
assistance, If otherwise proper, are
approved to the extent permitted by
limitations contained in the Act or other
statutes.
§ 275.3 Application for financial assist-

ance (other than leasing program).
A Local Authority seeking Federal fi-

nancial assistance for a low-rent housing
project must submit an application and a
showing that the Local Authority has
been organized in accordance with State
law, that there is a need for the proposed
low-rent housing which is not being met
by private enterprise, and that the gov-
erning body of the locality has by reso-
lution approved application for a pre-
liminary loan and has entered Into a Co-
operation Agreement with the Local
Authority satisfactory to the Depart-
ment of Housing and Urban Develop-
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ment. A Preliminary Loan Contract pro-
vides for advances of funds for surveys
and planning. Such a contract is tendered
by HUD to the Local Authority only after
approval by the appropriate Assistant
Secretary.

§ 275.4 Annual Contributions Contract
(other than leasing program).

An Annual Contributions Contract pro-
vides for a loan to assist in the develop-
ment of a low-rent housing project and
for annual contributions to assist In
achieving and maintaining the low-rent
character of the project. As the basis for
such a contract, the Local Authority
must submit a plan for Its project with
a showing of its feasibility, including
such matters as description of site, state-
ment of number and types of structures
and dwelling units, estimate of develop-
ment cost, and data supporting all fea-
tures of the project. The Local Authority
must also show that, except in the case
of displaced or elderly families, a gap
o; at least 20 percent has been left be-
tween the upper rental limits for the
proposed housing and the lowest rents
at which private enterprise is providing
housing, and is required to include a plan
for relocating displaced families. An An-
nual Contributions Contract is tendered
by HUD to the Local Authority only after
approval by the appropriate Assistant
Secretary.

§ 275.5 Leasing program.

The leasing program involves the use
of privately owned housing with the aid
of subsidy channeled through the Local
Authority. Pursuant to section 23 of the
United States Housing Act of 1937 (42
U.S.C. 1421b), HUD is authorized to make
annual contributions available to Local
Authorities so that privately owned
dwellings may be leased for occupancy
by low-income families at rents within
their means. In such a leasing program,
HUD pays annual contributions to cover
the deficiency between the rent payable
to the owner and the rent which the low-
income family can afford to pay. Before
dwellings can be provided by leasing
under section 23, the local governing
body must adopt a resolution approving
application of the section 23 provisions to
the locality. An application for low-rent
housing under section 23 of the Act
should include data on the number of
units desired, available supply, and need
for the housing, amount of financial as-
sistance estimated to be necessary, and
financial feasibility of the undertaking.

§ 275.6 Private participation.

(a) Increased opportunities exist for
participation of the private sector in the
low-rent housing program. These result
from the growing use of new methods of
providing low-rent housing In addition
to the traditional method of new con-
struction. These include the acquisition
and rehabilitation of existing housing
for low-income occupancy, leasing of ex-
Isting housing under section 23 (described
in § 275.5), as well as the "turnkey"
technique and Joint enterprise between
Local Authorities and private organiza-
tions.

(b) Under the "turnkey" techniqto,
a private developer or builder, who has
a site or an option, or can obtain one,
can approach the Local Authority with
a proposal to build in accordance with
plans and specifications prepared by his
own architect and the usual commercial
standards of quality and workmanship.
If the proposal is acceptable, they will
then enter into a contract under which
the Local Authority agrees to purchase
the completed property. This contract
is backed by HUD's financlal assistance
commitment to the Local Authority,
thereby enabling the developer to secure
commercial construction financing in his
usual manner. The "turnkey" technique
may also be used in the rehabilitation of
existing housing; Instead of a Local Au-
thority itself acquiring and rehabilitat-
ing existing dwellings, the Local Author-
Ity, under the "turnkey" approach, can
contract with a private builder or re-
habilitator to purchase from him certain
dwellings which he has acquired and
rehabilitated to HUD standards.
(c) Joint enterprise between Local

Authorities and private organizations
may consist, for example, of Joint un-
divided ownership of housing by the
Local Authority and a private organiza-
tion, with moderate-Income families
housed in units used by the private orga-
nization and low-income tenants housed
in other units with the aid of HUD an-
nual contributions channeled through
the Local Authority. Another form of
joint enterprise would be for a private
organization having full ownership of
housing to use a portion of Its units to
house moderate-income families with the
remaining units leased for occupancy by
low-income families with the aid of
HUD subsidy channeled through the
Local Authority.
§ 275.7 Applications; information.

(a) A Local Authority applying for fi-
nancial assistance should submit its ap-
plications and all related documents to
the appropriate HOD Regional OWice.
Application forms and other forms, pro-
cedures, policy statements, and mate-
rials Issued by HUD for the ue or guid-
ance of Local Authorities -may bo ob-
tained through the appropriate HUD
Regional Office; however, after approval
of Its application, a Local Authority will
be sent copies of all relevant materials
without specific request.

(b) Information with respect to moth-
ods of providing low-rent housing with
private participation may bo obtained
from the Local Authority In the locality
or from the appropriate HUD Regional
Office. Information may also be obtained
from the Department of Housing and
Urban Development, Washington, D.C.
20410.
§ 275.8 Federally owned low-rent ho:.

ing.
Low-rent housing projects owned by

the Federal Government have been dis-
posed of except for proJeot Cherokee
Terrace In Enid, Okla. Information on
final action on applications for tenancy
and Information as to final action of the
Housing Manager In the procurement
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of supplies and materials for which such Such requests must be Gupported by a de- 3. Developmont cost budgatz. nc-rds of
a Manager is authorlzed to contract shall tolled Justification with rczpyzct to tho par- MAin Contruction Contracts, Preliminary
be kept at the project office and made ticular project, taking Into account all of the Contracts of Silo, and Contracts of Sao
available to the public by the Housing cicumsances Involved and dcmontrating for turnkey projects will not be approvedthat such approval Is nce=ry and dczlrablo unle..s an appropriate prototype cost for the
Manager. Inqjuiries concerning the proj- In carigot th obetie o th Act. area Is publi-ced In the E=-r. Hzczzrrz
ect and requests for statements of policy,
procedures, and form should also be Pnoernu Pra UNIT CoTr ScnOrrUL
directed to the Housing Manager. The nacIox I
address is: Cherokee Terrace, 619 East
Ain Street, Enid, Okla. 73701. Ncmbcr of ]:zrcims
APPENDIX-PROTOTYPE COST LIsITs FOR 0 1 2 3 4 5 GPUBLIC H OUSING

AOrnTy: The provisions of this Ap- Hartford Conn
pendix issued under sec. 15(5), 50 Stat. a8, Det.hedand semid.dha ............. 0,400 11,210 13.8 10,70 20.I0 2,1z0 23,4-0
as amended, sec. 7(d), 79 Stat. 670; 42 U.S.C. Row............... dwl i-,ic- 11-:0 .S = oa 19.1co 2co 22:3Walk-up.-----. .... . ... 7,703 0.3 1Al1m 14.2--0 10,3W 13,2W 12,11415 (5), 3535 (d). Secy.'s del. of auth., 36 FPR. EIvator- turc7.5................... -2,8 -7- 17-4--5007, Mar. 1,6, 197L Danbury, Con.:

Dc I'chd ndscmldctachod......... 0,0m 10,'za 12%= L5,C. 19,.-3 Z,= 2,-ZLI=
A. Unit prototype cost. 1. Prototype cost Row dwclin-s. . 8CZ3 I%0, 12,7,10 15,0 .20 05 21.2:3

comprises the cost of Dwelling Structures, Walk-up ................... .. .. 7Z' 0,1005,0 17,450 1,1:
Account No. 1460, and Dwelling Equipment, 1,&vM A4:0 ifd, 1-. -4- 17,1-0mn New Jffrd, onn.:
Account No. 1465, as described in Low-Rent Detached and emldctaho....... 0,803 10,50 13,IM0 15,350 12.0 21,10 222W:3
Housing Accounting Handbook MIA-7510.1, Row dwcfllns .......... . 8,350 10,0 12,7W 1%_0 1.2= 2Q.=10 21,253
ch. 3, sec. 15, which include their propor- Walk-up --------------....... 7, 0100 11,0M 17O0 1,E00 17,4:0 13,1-0
tionate share of the builder's fee and over- Newaven. Coen.:
head, insurance, Social Security, taxes, and Detached andscnidetaccd - ------ . C5 1M, 13,1:0 133MO 111 21,=5 22,,-0
bonds. Row dwellings ......--- .... . ,-0 10_ _ 13.% %0 14,2C0 20,3O 21,8 O

2. Prototype cost does not Include the Walk-up .....................-- 7,Z50 0,IC0 I,,0 13.8 5,7"O 17,=50 1% .Elzvater-tructur . . . ... ............... 11.*3 2.%C MI ---------------0 --
costs of site acquisition, site improvement Bidgeport Coon.:
nondueuing structures or spaces (and equip- Detached and smiddh .......-.. 0,3 11,3 M0 1,15 _ 10,:0 20,4-,0 22,7W 21,1W
ment), planning (architectural-engineering Rowd w..... .. 0,1W 100.50 133:5 10,1"0 10,420 2LCOOW ? COO
fees, permit fees, inspection and similar ---k--p---------................ 7,M 0,700 ,1:,0 14,50 10,82 12,380 19,4:3similhry Elevator-str e.. - -.................. 11,0 13,7 : 17,4--costs), relocation, interest or local authority Now London, Conn.:
administration, all of which are described Detached andmldcto:hd ........... 0,220 13,18 13,5 10,?5 10,M50 21.8K1 20,850
In Low-Rent Housing Handbook RHA-7510.1, Row dlO %................. C7, :0, 13, CZ 145 1%700 17,80 21, 7,-
cl 3. sec. 15. W alk-up 11........................ . 7,3 1 ,1: 1q ,850 HC IC,2 0 17,EZ 13,n aE l.CIAar3tr Ituc. ............ .......------------ -------

3. Prototype cost takes Into account corn- Windhmn, Coon.:
pliance with applicable FHA Minimum Detbhcd and scmidctheid 0,00 11,180 13,C80 11.21 13,80 21.FZ0 22, S0
Property Standards, and Planning and De- ROW dwkea .. ......... 8,75 = 1,3M 11,F85 14. 2C, 27,5O0 A1,7WWalk-up..............,. .......... .. 7,3W 0,15 11,85 ,0 10,280 17,85 13,7W
sign Criteria described In PHA-7410.1, Chap- Elovetwrstruct... - I, u.VN -, 1-,8-3
ter 3 (as modified by Circular PA 7410.2). Stamford, Con.:
Current copies of Handbook RH&-7510.1 am Detached and somiddt .. . 0,=50 11.1m 761.70 10%"40 19.80 22,C00 21,CO
maintained and available for public Inspec- wd. CO....... . 0 9,40 10 I 4,I 10 17,2Z 13,8Z,
tion in the Office of Public Information, Elevtor tructuro ......r... ..... 11, 1 2M0 17, -- - - --.
Room 1202, Department, of Housing and Ur- Ridgelleld, Conn.:
ban Development, 451 Seventh Street S Detached and samidcchdowd ........ 0,= 11 "1W 1.7n 1,4W 10,8 20,8W 23,C=0

S4 Row dwdll AM. Mm82 10,85 "3,1 mt.C50 1385 0W 2180Washington, DO 20411, and in each of the Walkup ............... .... 7,C 0.42 C1 14:2:0 1f,1:0 27,M3 L.85o
Department's Regional, Area, and Insur- Elevator-tracturo ...... ..... I1,220 1.50 17,3-- ------------.
Ing Ofces. Norwich, Coon.:

4. Prototype cost takes into account the Detached and semidctachc d.... ..... - ,1 C 1M0W 13.400 18,350 127.O 21,&M r50
Rowdw l s....... . COOW 10423 12,850 1L--3.5 = 1310 0420 M. 410extra durability required for economical WIkp ................. 7,400 ,2 1O 22%1 0 14,80 17,1 13,4.,3

maintenance of assisted housing, and the EAovntrercinre... ..... 1.,.W 12,850 10,8W .. .... .... _

provision of amenities designed to guaran- Bangor, Maine:
tee safe and healthy family life. Deched and .mldcacho.. ...* 8.= 1088 12 400 14,8 W7,88 12,6M 20 7co

Row dlin- _ _ .. 7.5 C ,:13 % 11, MW 21,8W 10:0 12,8 12,750
B. Project prototype costs. L The Project WaIk-up -----...... M 8.4m 2075 1%000 14,700 1 1T.o0

Prototype Cost is the sum of the unit pro. Elvator-etucturo ..... 1 1.17,0
Augusta,lMains

totype costs for the dwellings of various sizes Dhd=demdcc-e......-. 8,80 1010 12,880 13.20 12,50 20,42 21,1
Row dwfn8,82 E.85 it.1W 14, U0 17. 1,0 12,450 2Q. U0and types comprising the project. The total a-up.. 7,W O ,720 11,100 1-,100 14,IW 10c,8 17,O

cost of dwelling construction and equipment Elovntor-uctur. . ~. 12,1 1-, 1- 17,C3 .........Bmrnrwck. Malaoe
(Accounts 1460 and 1465). and the related Detch cd id ctacc 4.8,3W 10,,W 12,7 3 1 .0 Maine:21,1
proportionate share of the contingency Rowdwellis. ....... 8.1W ,7 1A2OM 14: 17,: 13 22 5 2DL0

Walk-up ............ 0 0,a IUD 1, CEO 10,380 17,4established by any devlopent ost budget vatorcu ......... O33. 17.70
shall not exceed the sum of 105 percent of the Lewiston, Maine:

Dchod anda s=1dehd... 9,=- A=, 1%.700 15,10 1%.200 M=23 2L,15Munit prototype costs for the dwellings to be Row dwellngs_ 0,1 7 1,0 24.= 17,3M 1,O 20,1W
contrctd.Walk-up. .------ -,5 11,88 .,8 13.85 2LM2,380za A 17.4U3
constructed.ct m 2,0 1m3A C0 17,7w0 ----2. A request for approval of a cost which Pordand, Maine:

exceeds the above 105 percent cost 11rlta- Detacheddadndctche - ..-- 0, 1 170 1,10 ,M200 A20,0 21,
Royw dwillg.......S... . 0,1 8,7za 12 O 14.3WA 17,350 V2.=5 2Q,15tion but which Is not In excess of the statu- Walk-up....... , CO8 1 3. M0 13 C60 1,38o 17,4W

tory 110 percent may be submitted 'to the Eletortmeu. .. 12,103 14,050 1- 8I0
Waterville, Maine:Assistant Secretary for Housing Production Detached=d dc ach- 0,850 3,852 12 Iw 14. .s 817,&C 19,= 2%451

and Mortgage Credit through the Area OMce Wa-.Row dwc11Oa .......... .. 7 4 3eM,2 85 10 13,60 1%7W 1AM 13-
Director and the Regional Administrator. EAIwk1ur .... _ CO0 23.CO 100 -1 ---- 1 1-,--
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PA0ToTrorr PElt UNIT COST SCHIEDULr
EiuxoN x-Continued

Number of bedrooms

0 1 2 3 4 5 a

Spokane, Wash.-
Detached and seIdetahed__.......... 8,550 10350 12,750 1,260 M8 DM :X,00) 21, C0)
Row dwellin&0 - - 8,150 9,&,0 12,150 14450 7.40 19,Z) _-, Z9
Walk-up -------------------------- 7,000 8,700 11,00 1GM50 1 5,100 15,650 17,4:9
Elevator-stuctur. . 11,10 13, 5 , ........................................

Cheney Wash.:
Detached andsemidetaehed --------------- , t650 10,500 12,200 15.400 1M.50 M Z M 21,00
Row dwelin ._ .........---------------- ,250 10,000 12,300 14,60 17, 5 1 .M "% ,53
Walk-up ------------- .....---------------- 7,100 ,50 11,20 13 2 250 15,3.M I500 17, 7Q0
Elevator-stracture ------------------------ 11,30 1, 200 16, GO ...... . . . . . ........

Coeur d'Alene, Idaho:
Detached and semidetached--------------- 8,600 1%,400 1% M3 15,Z00 1,450 2), r_9 21.4450
Row dwelli ------------------------- 8,2 ,900 12, 25 14,5& 17 M0 19, &% Z).493
Walk-up ---------------------------------- 7,05 5,750 11&0 15,150 15,2M 1, 70 17, -9
Elevator-structure ------------------------ 11,250 A10,1 1 ,-0 .............

Kennewick, Wash.:
Detached and semidetached --------------- 9,D0 11,2-0 13,950 10, W : 0,0 10 Z. Z3-
Row dwell - ------------------------- 8,900 10, 70 13,20 15,750 MQ.-9 21)53 2., 3
Walk-up -------------------------------- 760 9,450 12,0 14,2W 1,450 18 I0) 19,0)
Elevator-structure -------------------- , 150 4,150 17, M) ...............-...................

Pullin, Wash.:
Detached and semidetached ------------- 9,450 11, 40) 14, 60 1,750 2n,) 22,45 23,50
Rowdwelinr -. ------------------------ 9.000 15, 50 13,4w0 1950 19, 2 L,, 2C5, =5
Walk'up -------- --------- ------ . 700 9, G0 12,20 ) 14,409 1, 6 15,) 1, 0
Elevator-structure -------------------- 12,300 14, 350 18, 10 ........................................

Lewiston, Idaho:
Detached and semidetached -------------- 5 8,650 10,550 1,90 15,400 L. C0 653 21,00)
Row dw'elliuM ------------------------ 58,250 15,000 12,2M 14,650 17.6a3 19.CM) - !00
Walk-up ------------------------------ 7,100 0 8M ,03 =,2 15,2) , 1770)
Elevator-stracture -------------------- -- 11,30 A2 ,L. ..................................... ..

PART 277-LOANS FOR HOUSING
FOR THE ELDERLY OR HANDI-
CAPPED

See-
277.1. Definitions.
277.2 General policy.
277.3 Sponsorship.
277.4 Eligible projects.
277.5 Loan applications.
277.6 Loan terms.
277.7 Loan agreement.
277.8 Regulatory agieement.
277.9 Other requirements.
277.10 Assistance to nonprofit organiza-

tions.
277.11 Refinancing.

Ammo=r: The provisions of this Part
277 issued under sec. 102, 73 Stat. 667; 12
U.S.C. 1701q.

§ 277.1 Definitions.
As used in this part:
(a) All terms shall have the same

meaning as given them in the Act..
(b) "Act" means title It of the Hous-

ing Act of 1959, as amended, 12 U.S.C.
1701q.
(c) "Applicant" means any nonprofit

corporation no part of the net earnings
-of which inures to the benefit of any
private shareholder, contributor, or indi-
vidual, if such corporation is approved
by the Secretary; any limited profit
sponsor approved by the Secretary; any
consumer cooperative; or any public
body- or agency eligible under section
202 (a) (2) of the Act.
(d) "Construction" means erection of

new structures or rehabilitation, altera-
tion, conversion, or improvement of ex-
isting structures and includes acquisition
of existing structures to be rehabilitated,
altered, converted, or improved..
(e) 'Development cost" means the

costs of construction of housing and re-
lated facilities, and of land and neces-
sary site improvements, and included
preliminary development costs, architect
and engineering costs, organizational

and development costs, legal and admin-
istrative costs, and interest during con-
struction and rent-up period.

f) "MElderly or handicapped families"
means families consisting of two or more
persons, the head of which (or his
spouse) is 62 years of age or over or Is
handicapped; and any single person who
is 62 years of age or over or is
handicapped.

(g) "Handicapped person" means any
person having a physical impairment
which is expected to be of long-continued
and indefinite duration, substantially
impedes his ability to live independently,
and is of such nature that such ability
could be improved by more suitable
housing conditions.

(h) "Housing and related facilities"
means structures suitable for dwelling
use by elderly or handicapped families,
and structures suitable for use as cafe-
terias or dining halls, community rooms
or buildings, workshops, or Infirmaries
or other- inpatient or outpatient health
facilities, or other essential service
facilities.

(i) "Secretary" means the Secretary
of Housing and Urban Development or
any officer authorized to perform the
functions of the Secretary.

(J) "State" means the several States,
the District of Columbia, the Common-
wealth of Puerto Rico, and the posses-
sions of the United States.
§ 277.2 General policy.

The purpose of the program described
in this part Is to provide assistance for
the development of rental housing proj-
ects, to serve elderly or handicapped
families whose incomes are below those
needed to pay the rentals In adequate
private-market housing, through direct
loans where private financing is not
available on equally favorable terms and
conditions. Project design, site selection,
and financial arrangements must be con-
sistent with the ultimate purpose of pro-

riding pleasant living arrangements at
minimum rentals to promote independ-
ent living by elderly or handicapped
families.
§ 277.3 Sponsorship.

An applicant either must be an estab-
lizhed organization the purposes of
which Include promotion of the welfare
of elderly or handicapped families or
mus t be sponsored by a fraternal, civic,
religious, charitable, or similar organi-
zation with long-term soclal and finan-
cial responsibility. The sponsor must be
willing and able to maintain a contin-
uing interest in and support of the proj-
ect and its affairs during the life of the
loan.
§ 277.4 Eligible projecis.

Loan assistance to finance the con-
struction of housing and related facili-
ties for elderly or handicapped families
may be provided under the following
conditions:

(a) Construction must not be of elab-
orate or extravagant design or materials
and must be undertaken in an economi-
cal manner.

(b) Project design, site selection, and
costs must provide acces s to community
activities and services, and a pleasant
environment.

(c) Nursing homes, hospitals, or simi-
lar medical establishments, and chapels
or other facilities of a religious nature
are not eligible for loan assistance.

(d) Customary leasing arrangements
with periodic payments for rentals and
collateral services must be provided; life-
care contracts, founders' fees, or similar
arrangements are not permissible.

(e) An eligible facility must be finan-
cially feasible and Essential for the wel-
fare of the project residents, and may
include such facilities as project-man-
agement ofice space, project workshops
and storage space, recreation and social
centers, snack bars, craft shops, multi-
purpose rooms, laundry facilities, and
cafeterias or dining halls. Commercial
facilities, such as grocery stores, res-
taurants, beauty and barber shops, may
be included if they are essential for the
elderly or handicapped families in the
project and are.not otherwise conven-
iently available to them.
§ 277.5 Loan applications.

Information and application forms
may be obtained from and applications
submitted to the HM Regional Oitice
which serves the area in which the ap-
plicant or sponsoring organization is lo-
cated. A list of HUD Regional Ofaces
with their addrezses and areas of Juris-
diction appears t § 3.8 of this title. Prior
to loan approval, an applicant must
establish that:

(a) It has the nece-sary legal author-
ity to finance, construct, and maintain
the propos-d facilitie3, to apply for and
receive the proposed loan, and to provide
such security as shall be required by the
Secretary;

(b) It has the ability to comply with
the terms and conditions for repayment
of the loan and operation of the project;
and
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(c) It has or will have such interest
In or title to the project site, including
access thereto, as will assure undisturbed
use, possession, and operation of the
facilities during the term of the loan.
§ 277.6 Loan terms.

Loans shall be repayable within such
period, not to exceed 50 years, shall bear
interest at such rate, not to exceed 3 per-
cent per annum, and shall be so secured
and subject to such terms and condi-
tions, as shall be determined by the
Secretary. A loan may be in an amount
not to exceed the total development cost
of the project except that, in the case
of limited profit sponsors, a loan may
not exceed 90 percent of total develop-
ment cost.
§ 277.7 Loan agreement.

Upon approval of a loan and reserva-
tion of funds, the Secretary will prepare
and forward a loan agreement for ex-
ecution by the applicant. The loan agree-
ment will set forth the terms and con-
ditions of the loan and will also specify
conditions which must be fulfilled
precedent to the making of the loan.
The fully executed loan agreement will
constitute the loan contract between the
applicant and the Secretary during the
life of the loan.
§ 277.3 Regulatory agreement.

Prior to loan disbursement, an appli-
cant is required to enter into a regula-
tory agreement with the Secretary under
which the applicant shall agree (a) to
establish rentals approved by the Secre-
tary, (b) to limit occupancy of the proj-
ect to elderly or handicapped families
in accordance with occupancy criteria
approved by the Secretary, including
prescribed income limits, (c) not to rent
any portion of the project for transient
or hotel use, and (d) to provide a govern-
ing board and management acceptable to
the Secretary.
277.9 Other requirements.

(a) All laborers and mechanics em-
ployed by contractors and subcontrac-
tors In the construction of housing and
related facilities assisted under the Act
shall be paid wages at rates not less than
those prevailing in the locality involved-
for the corresponding classes of laborers
and mechanics employed on construc-
tion of a similar character as determined
by the Secretary of Labor in accordance
with the Davis-Bacon Act, as amended,
40 U.S.C. 276a--276a-5, and shall receive
overtime compensation in accordance
with and subject to the provisions of the
Contract Work Hours Standards Act, 40
U.S.C. 327-332.

(b) All contracts for construction
work paid for in whole or in part from
loan funds provided under the Act shall
provide that the contractor shall comply
with the Copeland ("Anti-Kickback")
Act, 40 U.S.C. 276c, and the regulations
of the Secretary of Labor thereunder
(29 CFP. Part 3).

(c) The requirements of- title VI of the
Civil Rights Act, 42 U.S.C. 2000d et seq,
that no person in the United States shall,
on the ground of race, color, or national
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origin, be excluded from participation
in, or be denied the benefits of,,or be
otherwise subjected to discrimination
are applicAble to projects receiving as-
sistance under the Act.

(dY All contracts for construction
work paid for in whole or in part from
loan funds provided under the Act are
subject to Executive Order No. 11246 (30
FR. 12319, Sept. 28, 1965), providing for
equal opportunity in employment, and
the rules and regulations of the Depart-
ment of Labor with respect thereto.

(e) The provisions of title VIII (Fair
Housing) of the Civil Rights Act of 1968,
Public Law 90-284, 42 U.S.C. 3601-3619,
prohibiting refusal to rent to or discrimi-
nation against any person in terms or
conditions of rental or provision of serv-
ices on account of race, color, religion, or
national origin, are applicable to projects
assisted under the Act.
§ 277.10 Assistance to nonprofit or-

ganizations.
Nonprofit organizations are eligible

for financial assistance under section 106
of the Housing and Urban Development
Act of 1968, 12 U.S.C. 1701x, to cover
costs expected to be incurred in planning
and obtaining financing for the rehabili-
tation or construction of housing proj-
ects for elderly or handicapped persons
under the Act. Such assistance is in the
form of 80 perecnt interest-free loans to
cover such costs directly related to the
project as organization expenses, legal
fees, consultant fees, preliminary site
engineering fees, site options, FBA and
GNIIA application fees, and construction
loan fees. Requests for such assistance
should be submitted to the Assistant
Commissioner for Subsidized Housing
Programs, 451 Seventh Street SW,
Washington, D.C. 20410.
§ 277.11 Refinancing.

Projects may be refinanced by mort-
gages insured under section 236(j) of
the National Housing Act, 12 U.S.C.
1715z-1(j), provided that application
therefor is made within a reasonable time
after project completion. As a condition
of obtaining a direct loan, an applicant
must agree to seek such refinancing
within 30 days after project completion
if it finds that refinancing is feasible and
advantageous to the occupants of the
project. Application for refinancing
should be made to the appropriate HUD
Regional Office.

PART 279-COLLEGE HOUSING
Sec.
279.1 Definitions.
279.2 General policy.
2792 Eligible projects.
2794 Applications.
279.5 Assistance terms
279.6 Assistance agreements.
279.7 Grants to public educational In-

stitutions.
279.8 Other requirements.

A a nourr: The provisions of this Part
279 issued under sec. 402, 64 Stat. 78; 12
U.S.C. 1749a.

§ 279.1 Definitions.
As used in this part:
(a) All terms shall have the same

meaning as given them In the Act.

(b) "Act" means title IV of the Hou-
ing Act of 1950, as amended (12 U.S.C.
1749 et seq.).

(c) "Construction" means erection of
new structures, or rehabilitation, alteraw-
tion, conversion, or improvement of ex-
isting structures.

(d) "Development coot" means the
cost of construction, land and site Im-
provements, and Includes preliminary
development expenses, architect and en-
gine ering expense, legal and administra-
tive expense, and interest during con-
struction; except that, in the eano of
purchase of facilitiei, such coot shall be
as approved by the Secretary.

(e) "Educational institution" mcans
any public or nonprofit private college,
university, or other institution which
offers or will offer within a reasonablo
time after completion of the facility at
least a 2-year program acceptable for
full credit toward a bachelor's degree;
any hospital operating a school of nurs-
ing beyond the level of high school ap-
proved by State authority or internship
and resident programs approved by
recoanized authority providing housing
for their students; or any nonprofit
corporation, student cooperative, or pub-
lic body, eligible under section 404(b) of
the Act, providing housing and related
facilities for students and faculty of
educational institutions.

(f) "Housing and other educational
facilities" means (1) structures suitable
for dwelling use, including dormitories,
apartments, and single family dwellings,
and (2) structures suitable for use as
cafeterias or dining halls, student cen-
ters or student unions, infirmaries, health
facilities, or other essential cervice
facilities.

(g) "Secretary" means the Secretary
of Housing and Urban Development or
any officer authorized to perform the
functions of the Secretary.

(h) "State" means the several States,
the District of Columbia, and the Terri-
tores and possessions of the United
States, including the Commonwealth of
Puerto Rico.
§ 279.2 General policy.

The objective of this program is to
assist educational institutions in provid-
ing housing and other educational facili-
ties for students and facultics through
direct loans for the construction or pur-
chase of such facilities, or through an-
nual debt service grants to reduce the
cost of borrowing from other source for
such purposes, where private financing
is not available on terms and conditIons
equally as favorable as for a direct loan.
Assistance is also provided to hospitals
operating nursing Echools beyond the
high school level or approved for
internships.
§ 279.3 Eligible projects.

Assistance in financing the construc-
tion or purchase of housing and other
educational facilities may be providod
under the following conditions:

(a) Construction must not be of elab-
orate or extravagant design or materials
and must be undertaken in an economi-
cal manner.

FEDERAL REGISTER, VOL. 36, NO. 246-IWEDNESDAY, DECEABER 22, 1971



RULES AND REGULATIONS

(b) Construction must not have been
completed at the time the application
for assistance is made.
(c) A loan or grant-supported loan

cannot be made solely for the purpose
of refunding a long-term loan obtained
prior to the filing of an application.

(d) Grant assistance will not accrue
for any period prior to occupancy of the
facilities.
(e) Site acquisition is limited to the

amount of land reasonably necessary for
the proposed housing or other educa-
tional facility.

(f) Projects to provide facilities for
religious purposes or for theological sem-
inaries or other schools providing train-
ing primarily for religious vocations are
ineligible for assistance.

(g) Housing for the use of specific
groups of students, such as fraternities or
sororities, is eligible only if such housing
is part of the overall housing plan of the
college and if the housing will be oper-
ated under the direct responsibility and
control of the college.

(h) An eligible service facility must
provide an essential service in connection
with the institution's housing plan.
§ 279.4 Applications.
(a) Information and application forms

may be obtained from and applica-
tions submitted to the Regional Office
of the Department of Housing and Urban
Development which serves the area in
which the educational institution is lo-
cated. Applications will be received pe-
riodically and considered concurrently
for both the direct loan and grant sub-
sidy programs. In order to maintain
flexibility in the allocation of available
funds, HUD reserves the option to ap-
prove either a direct loan or a grant to a
particular applicant.

(b) Prior to approval of a direct loan
or grant, the applicant educational in-
stitution must establish that it:
(1) Has the necessary legal authority

to finance, construct, operate and main-
tain the proposed facilities, to apply for
and receive the proposed assistance, and
to provide such security as shall be re-
quired by the Secretary;

(2) Has the ability to comply with the
terms and conditions governing receipt
of assistance and operation of the
project;
(3) Has or will have such interest in or

title to the project site, including access
thereto, as will asure undisturbed use,
possession and operation of the facilities
during the period of assistance; and
(4) Will retain title to and all of its

right, title, and interest in and to the
project during the period of assistance,
except as otherwise expressly approved
by the Secretary.
§ 279.5 Assistance ternms.

(a) Direct loans for eligible develop-
ment cost shall be for such period not to
exceed 40 years (50 years for projects for
which funds were reserved prior to July 1,
1968), bear interest at such rate not
to exceed 3 percent per annum, and be so
secured and subject to such terms and

conditions, as shall be determined by the
Secretary.

(b) Annual grants shall be made over
a fixed period not exceeding 40 years, as
determined by the Secretary, in an
amount equal to the difference between
the average annual debt service required
to amortize the private market loan to
cover eligible development cost and the
average annual debt service which would
be required to amortize a direct loan of
like term. Fund limitations may require
the setting of maximum limits for the
grant.
§279.6 Assistance agrcecment s.

Upon approval of a direct loan or
grant, together with reservation of funds,
the Secretary will prepare and forward
a loan agreement or grant agreement for
execution by the educational institution.
The agreement will set forth the terms
and conditions of the loan or grant and
will also specify conditions which must
be fulfilled precedent to making of the
loan or grant. The fully executed agree-
ment will constitute the contract be-
tween the educational Institution and the
Secretary during the life of the direct
loan or grant, and in the case of a grant
will guarantee continuation of the grant
payments so long as the related private
market bonds are outstanding.
§279.7 Grants to public educational

institutions.
All public educational Institutions ap-

proved for grant assistance must comply
with the following requirements except
as otherwise expressly approved by the
Secretary:

(a) Submit a financing plan in form
and substance acceptable to the private
bond market and satisfying minimum
standards established by the Secretary;

(b) Publicly advertise the bonds In a
financial newspaper of general use by
the bond market to which the bonds will
be offered;

(c) Accept bids only for the entire is-
sue; and

(d) Obtain an unqualified approving
opinion of bond counsel experienced in
municipal bonds whose opinions are
marketable by reason of previous accept-
ance by investment dealers, banks, or
insurance companies.
§ 279.8 Otlier requircments.

(a) All laborers and mechanics em-
ployed by contractors and subcontractors
in the construction of housing and edu-
cational facilities asssted under the Act
shall be paid wages at rates not less than
those prevailing in the locality involved
for the corresponding classes of laborers
and mechanics employed on construction
of a similar character as determined by
the Secretary of Labor In accordance
with the Davis-Bacon Act, as amended
(40 U.S.C. 276a-276a-5), and shall re-
ceive overtime compenr tion In accord-
ance with and subject to the provisions
of the Contract Work Hours Standards
Act (40 U.S.C. 327-332).

(b) All contracts for construct!on
work paid for in whole or in part from
assistance funds provided under the Act

shall provide that the contractor shal
comply with the Copeland ("Anti-XKck-
back") Act (40 U.S.C. 27c) and the reg-
ulations of the S, cretary of Labor there-
under (29 CEI Part 3).
(c) The requirements of title WI of the

Civil Rights Act (42 U.S.C. 2000d et seq.)
that no person In the UnIted States shall,
on the ground of race, color, or national
origin, be excluded from participation
in, or be denied the benefits of, or be
otherwite subjected to discrimination are
applicable to educational Institutions re-
ceiving a.zistance under the Act.

(d) All contracts for construction
work paid for in whole or in part from
a.ssistance funds provided under the Act
are subject to Executive Order 11246 (30
P.R. 12319, Sept. 23, 1965), as amended
by Executive Order 11375 (32 P.R. 14303,
Oct. 17, 1967), providing for equal op-
portunity in employment, and the rules
and regulations of the Department of-.
Labor with respect thereto.
(e) The provisions of title VI (Fair

Housing) of the Civil Rights Act of 1968
(Public Law 90-284, 42 US.C. 3691-
3619), prohibiting refusal to rent to or
discrimination against any person in
terms or conditions of rental or provision
of rervices on account of race, color,
religion, or national origin, are appli-
cable to projects aaslsted under the Att.
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Mortgage Association
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300 General.
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tional Mfortgage A.sociation.
Subthaplcr B--Scdoa A.stoca Fur.dctons
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330 Eligible sellers of mortgages.
340 Purhce requirements.
350 Servicing and sales of mortgages.

Subchapter C-Manc3emeni end Uquidating
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§ 300.1 Scopeofchapter.

This chapter consists of general infor-
mation and does not purport to sat forth
all of the procedures and requirements
that apply to the operations of the Asso-
clation. Complete specific information as
to any aspect of such operations may be
obtained from the reional offces listed
in § 3009.
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§ 300.3 Description.
The Government National Mortgage

Association (hereafter in this chapter
called the Association) purchases, serv-
ices, and sells mortgages insured or guar-
anteed by the Federal Housing Adminls-
tration(FIHA) and the Veterans Admin-
istration (VA), furnishes fiduciary serv-
ices to itself and other departments and
agencies of the Government, and guar-
antees privately issued securities backed
by trusts or pools of mortgages or loans
which are insured or guaranteed by FHA
and VA and certain loans insured by the
Farmers Home Administration.
§ 300.5 Creation and status.

The Association is a Government cor-
poration in the Department of Housing
and Urban Development. The origin of
the Association is in the creation on Feb-
ruary 10, 1938, under title TMI of the Na-
tional Housing Act, of the National Mort-
gage Association of Washington. On
April 11, 1938, its name was changed to
Federal National Mortgage Association..
Effective November 1, 1954, it was re-
chartered by the Congress as a mixed-
ownership corporation. Effective Sep-
tember 1, 1968, it was partitioned by the
Congress into two corporations, one of
which is the Association. The operations
of the Association are conducted under
Its statutory charter contained in title
3m1 of the National Housing Act, 12 U.S.C.
1716 et seq.
§ 300.7 Area of operations.

The Association is authorized to con-
duct its business in any State of the
United States, the District of Columbia,
the Commonwealth of Puerto Rico, and
the territories and possessions of the
United States.
§ 300.9 Offices.

The Association directs its operations
from its office located at 451 Seventh
Street SW., Washington, D.C. 20414. It
has made provisions for the carrying on
of such operations through the Federal
National Mortgage Association (FNMA).
The regional offices of FNMA are listed
below:

Atlanta, Ga. 30303, 34 Peachtree Street
NE.: Alabama, Florida, Georgia, Kentucky,
Mississippi, North Carolina, South Carolina,
Tennessee.

Chicago, Ill. 60603, 1112 Commonwealth-
Edison Building, 72 West Adams Street: I-
linois, Indiana, Iowa, Michigan, Minnesota,
Nebraska, North Dakota, Ohio, South Dakota,
Wisconsin.

Dallas, Tex. 75201, 411 North Akard Street:
Arkansas, Colorado, Kansas, Louisiana,
Missouri, New Mexico, Oklahoma, Texas.

Los Angeles, Calif. 90005, 3540 Wilshire
Boulevard: Alaska, Arizona, California,
Guam, Hawaii, Idaho, Montana, Nevada,
Oregon, Utah, Washington, Wyoming.

Philadelphia, Pa. 19103, 5 Penn Center
Plaza: Connecticut, Delaware, District of
Columbia, Maine, Maryland, Massachusetts,
New Hampshire, New Jersey, New York, Penn-
sylvania, Puerto Rico, Rhode Island, Ver-
mont, Virgin Islands, Virginia, and West
Virginia.

§ 300.11 Power of attorney.
(a) The Association does hereby make,

,constitute, and appoint each of the per-

sons named in paragraph (c) of this
section its true and lawful attorney-in-
fact, for the Association and in its name
and stead:

(1) To purchase or contract to pur-
chase any note, bond, or other evidence
of indebtedness and any accompanying
real estate mortgage, deed to trust,
security deed, chattel mortgage, or col-
lateral or security of whatsoever kind or
nature, to modify or consent to the mod-
ification of any such contract, and to
act or authorize action to enforce any
such contract;

(2) To endorse, assign, sell, exchange,
amend, modify, extend, release, cancel,
or renew any note, bond, check, or other
evidence of indebtedness now or here-
after held by the Association, and to re-
lease from liability any maker, obligor,
or guarantor 'on any such note, bond,
check, or other evidence of indebtedness;

(3) To satisfy, discharge, release,
amend, assign, modify, extend, renew,
subordinate, foreclose, or liquidate in any
legal manner, in whole or in part, any
chattel mortgage, real estate mortgage,
deed of trust, security deed, or collateral
or security of whatsoever kind or nature,
securing aby note, bond, check, or other
evidence of indebtedness now or here-
after held by the Association, and to
exercise any right or authority which
the Association has or may, have pur-
suant to the terms of any such security
instrument or evidence of indebtedness,
including any power of appointment
contained therein;

(4) To assign, convey, sell, lease, or
sublease and to contract for the assign-
ment, conveyance, sale, lease, or sub-
lease of any real estate, chattel, security,
or property of any sort or nature, or any
interest therein, now held or hereafter
acquired by the Association;

(5) To discharge, satisfy, release,
waive, enforce, compromise, subordinate,
or assign, in whole or in part, any judg-
ment now or hereafter entered in favor
of, or assigned to, the Association;

(6) To assign, surrender, release, or
modify, or consent to the assignment,
surrender, release, or modification of,
any policy of insurance, or any right
arising therefrom, of which the Asso-
ciation now is or hereafter shall become
the assignee, beneficiary, or the insured,
or in which the Association now has or
hereafter may have any interest of any
kind or nature; and to execute proof of
loss, proof of death, statement of claim-
ant, and any other instrument in connec-
otion with any such policy of insurance
and any right arising therefrom;

(7) To execute, acknowledge, deliver,
file for record, and record any such in-
strument, and to perform such other act
or acts as may be necessary and proper
to effectuate the foregoing; and

(8) To designate and appoint in be-
half of the Association such other attor-
neys-in-fact for the Association as he
may deem appropriate for the purpose
of releasing or satisfying of record any
specific mortgage, deed of trust, security
deed, or other security instrument now
or hereafter held by the Association.

(b) The Association does further
grant unto each of such attorneys-in-
fact, and any other attorney-in-fact
designated and appointed pursuant to
this section, full power and authority to
do and perform all and every act and
thing requisite, necessary, and proper to
carry into effect the power or powers
granted by or under this section as fully,
to all intents and purposes, as the Asso-
clation might or could do, and hereby
does ratify and confirm all that each of
such attorneys-in-fact, and any other
attorney-in-fact designated and ap-
pointed pursuant to this section, shall
lawfully do or cause to be done by virtue
of the power or powers granted by or
under this section,

(c) The persons appointed attorneys-
in-fact by paragraph (a) of this section
are:

(1) The Federal National Mortgage
Association, a Government-sponsored
private corporation.

(2) Allan E. Arneson, of Los Angeles,
Calif.

(3) [Reserved]
(4) Howard S. Carnes, of Atlanta, Ga.
(5) W. D. Cornwell, of Atlanta, Ga.
(6) [Reserved]
(7) [Reserved]
(8) K. A. Duncan, of Philadelphia, Pa.
(9) [Reserved]
(10) [Reserved]
(11) [Reserved]
(12) [Reserved]
(13) [Reserved]
(14) E. V. Hopkins, of Washington,

D.C.
(15) [Reserved]
(16) [Reserved]
(17) Hughes A. King, of Dallas, Tex.
(18) John J. Deisher, of Philadelphia,

Pa.
(19) Hugh J. McConville, of Dallas,

Tex.
(20) Albert D. Oltman, of Los Angeles,

Calif.
(21) Frank W. Pence, of Washington,

D.C.
(22) Harry Rode, of Dallas, Tex.
(23) Edward N. Sambo], of Chicago,

Il1.
(24) [Reserved]
(25) Oliver J. McCarron, of Phila-

delphia, Pa.
(26) [Reserved]
(27) Norbert C. Greene, of Philadel-

phia, Pa.
(28) John R. Hayes, of Chicago, 111.
(29) R. P. Martin, of Dallas, Tex.
(30) B. Rhodes, Jr., of Atlanta, Ga.
(31) T. J. Swanson, Jr., of Atlanta,

Ga.
(32) Norman Camber, of Los Angeles,

Calif.
(33) Howard A. Morton, of Chicago,

3ll.
(34) Jack Powell, of Chicago, Ill.
(35) Norman M. Reid, of Los Angeles,

Calif.
(36) Keller D. Thormahlen, of Dallas,

Tex.
(37) Jack Tuggle, of Los Angeles,

Calif.
§ 300.13 Exceptions.

In the conduct of its affairs, in indi-
vidual cases or classes of cases, tho
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Association reserves the right, con-
sistent with law, without prior notice
and at any time, to alter or waive any
of the requirements contained in this
chapter or elsewhere or to impose other
and additional requirements; it further
reserves the right, without prior notice
and at any time, to amend or rescind
any or all of the material set forth
herein.

PART 310-BYLAWS OF THE GOV-
ERNMENT NATIONAL MORTGAGE
ASSOCIATION

Sec.
310.1 Bylaws of the Association.
Appendix.

§ 310.1 Bylaws of the Association

The bylaws of the Government Na-
tional Mortgage Association, duly
adopted by the Secretary of Housing and
Urban Development pursuant to section
308 of the National Housing Act (12
U.S.C. 1723), are set forth in the follow-
ing appendix.

APPENDIX
ARTICLE I-GENEAL PROVISIONS

SEC ro 1.01. Name. The name of the
corporation is Government National mort-
gage Association (the "Association").

SEC. 1.02. Powers and Duties. There are
hereby delegated to the Association, except
as otherwise provided n these Bylaws, all
the powers and duties of the Association
which are by law vested in the Secretary of
H0ousIng and Urban Development (the
"secretary").

Sw. 1.03. Principal Office and Other Of-
flees. The Principal office of the Association
shall be in the District of Columbia. Other
offices of the Association shall be n such
other places as may be deemed by the Secre-
tary to be necessary or appropriate.

Sw. 1.04. SeaL The seal of the Association
shall be of such design as shall be approved
from time to time by the Secretary, and may
be affixed to any document by impression, by
printing, by rubber stamp, or otherwise.

Sw. 1.05. Fiscal Year. The fiscal year of the
Association shall end on the thirtieth day
of June of each year.

ARTICLE 2-GENERAL POLICIES

The Secretary of Housing and Urban De-
velopment shall determine the general poli-
cies of the Association.

ARTICLE 3-THE OFFICERS

Sw. 3.01. Number. The Executive Officers
of the Association shall consist of a Presi-
dent, one or more Vice Presidents, a Treas-
urer, a General Counsel, a Secretary of the
Association, and a Controller, and there shall
be- such other officers, assistant officers,
agents, attorneys, and employees as may be
deemed necessary by the Secretary of Housing
and Urban Development.

SEc. 3.02. General Authority and Duties.
All officers, agents, attorneys, and employees
of the Association shall have such authority
and perform such duties in the management
and conduct of the business of the Associa-
tion as may be provided in these Bylaws, as
may be established l'y the Secretary not in-
consistent with -hese Bylaws, or as may, be
delegated to them In a manner not incon-
sistent with these Bylaws. The President,
each Vice President, and each Assistant Vice
President are severally expressly empowered
in the name of the Association to sign all
contracts and other documents, instruments,

and writings which call for cxecution by thu
Association in the conduct of Ito busincss and
affalrs, and to encumber, ,mrtgage, pledge,
convey, or otherwise allen any property which
the Association may own or In which it may
have an estate, right, title, or interest.

Swc. 3.03. Elction, Tenurc, and Qualifica-
tions. The Executive Ofccr nnmed in sez-
tion 3.01 shall be appointed by the Secretary
and shall serve without term. The officer,
agents, attorneys, and employees of the As-
sociation, other than .Esecutive Ofice.s shall
be appointed by the President or by any other
Executivo Officer to whom the President shall
have delegated the authority.

S=. 3.04. RemoraL. Any officer, a.ent, at-
torney, or employee may be removed by the
Secretary. Other than an Executivo Of cer,
any officer, agent. attorney, or employee may
also be removed by the President or by any
other Executive Officer having authority to
choose or appoint the oMcer, agent, attorney,
or employee. Any such removal shall not be
effected n a manner nconsistent with
applicable law, these Byla=,, and the cor-
porate charter.

SwO. 3.05. The President. The President
shall be the chief executivo ofcer and shall
have active executive management of the
operations of the Association. Except as may
be otherwise provided by law, the corporate
charter, these Bylaws or the Secretary, the
President of the Association shall have ple-
nary power and authoritZ to perform all
duties ordinarily ncident to the ofco of
President and such other dutlc3 as may be as-
signed to him from time to time by the
Secretary. The President may prescribe,
amend, and rescind regulations (for publica-
tion in the FEDrnaA Er-Irn or othervws),
requirements and procedure governing the
manner in.wvhich the general buziness of the
Association will be conducted and, in the
exercise of dizcretion, shall have power to
provide for individual exceptions thereto. The
President shall deslgnate the sequence in
which other officers, during the ab:ence or
inability to act of the President or during a
vacancy in the office of President, rhall per-
form the duties and exercise the power and
authority of the President; otherwise such
designation shall be made by the Secretary.

Swc. 3.06. The Vce Prc fdcnts. Each Vice
President shall have such powers and perform
such duties as the Secretary may prescribe
or as the President may delegate to him.
Src. 3.07. The Treasurer. The Treasurer

shall be the financnal officer, and, In general,
shall perform all the dutie ordinarily in-
cident to the office of Treasurer and such
other duties as may be assigned to himby the
Secretary or by the President The Treasurer
may be required to furnish bond In such
amount as shall be determined by the Sec-
retary or the President of the Azsoclation and
the premium for any such bond shall be paid
by the Association.

Swc. 3.08. The General CounzeL The Gen-
eral Counsel shnll be the principal consulting
officer of the Association In all matters of
legal significance or import; shall be respon-
sible for and direct all counsel. attorneys,
employees, and agents In the performance of
all legal duties and services for and on behalf
of the Association; shall perform such other
duties and have such other powers as are
ordinarily incident to the offco of General
Counsel; and ahnll perform such other duties
as, from time to time, may be -Aigned to him
by the Secretary or by the President of the
Association.

Swo. 3.09. The Secretary of the Ascociatton.
The Secretary of the Association shall be the
custodian of records and of the real of the
Association; and, in general, shall perform all
the duties ordinarily Incident to the office of
corporate Secretary and such other duties

as may to assigusi to him by the Secretary
of Housing and Urban Davelopmnt or by
the Pre7dent of the Association. The Secre-
tary of the A=clation and any Assistant
Secretary of the Assoclation are expressly em-
powered to attest all si-nature and to efx
the ceal to all dcsuments the execution of
which on tcbaIf of the A=ozlatfon undsr its
seal is duly authrlz-d.

Sec. 3.10. The CoutroZcr. The Controller
shall Leep or cause to be tep' full and ac-
curate accounts of all azsts, liabilitis, com-
miltments, receipts, disbursements, and other
finnncial tra.u-ations of the AssoIatfon;
shall certify vouchcrs for payment by the
Tr-easurer or his dc:Agnee, and shall dc-lsg-
nate, with the written concurrence of the
President. such other o er', aZents, attor-
neys, and employce, roally, who mzy so
certify; and, in general, shall perform such
other duto as from time to time may be
a.igned to him by the SEcretary or by the
President of the A-ociatlon.

S. 3.1. A sof-tait Offic=rs. Each als-t nt
to an ofcer, including but not limited to any
AssLtant Vice President, nyA--t ant Treas
urer, any Asistant General Counsel, and any
Assistant Scoretary of the Ascifation, and
any other such assstant to any ofcer, shal
peform such dutic a are. from time to
ti e, dele ated to him, in writing, by the
oflcer to whom he is an asistant, by the
President. or by the S2cretary. At the request
of the oMcer to whom he Is an assistant, an
rssstant officer may temporarily perform the
duties of that oMeer, and when so acting
thall have the powers of and be subject to
the retrictonas lmposed up3n such ofcer.

ARTICLE i--AZJND11ENM3
The Pwrcr to alter, amend, or repe3l these

Bylaws, and to adopt new Bylaws is retained
by the Secretary of Houzing and Urban
Development:

SUBCHAPTER B-SPECIAL ASSISTANCE
FUNCTIONS

PARlT 320-DESCRIPTION
Sea.
320.1 Authority.
320.3 MbGages eligible for purchase.
320.5 Fees or charges.
320.7 Below-market Intere.t rate mart-

gaglc-
320.9 Financing of special assistance

lunctons.

Aurnoxrr: The provisions of this Part
320 ILsued under see. 32. 82 Stat. 540; 12
U.S.C. 1723a.

§ 320.1 Authority.
The Special Assistance Functions of

the Association are authorized by sec-
tion 305 of the National Housing Act,
to provide financing for selectea. types
of mortgages that qualify under special
housing programs. The Association also
provides assistance, from time to time,
through the purchase of home mortgages
generally as a means of retarding or
stopping a decline In mortgage lending
and home building activities which
threatens materially the stability of a
high level National economy.
§320.3 Mortgages eligible for pur-

chase.
Oiration under the Special Aks1t-"

ance Functions are confined, so far as
Is practicable, to mortgages which are
deemed by the Association to be of such
quality as to meet, substantially and
generally, the purchase standards im-
posed by private Institutional mortgage
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investors, but which, at the time the
mortgages are offered for purchase, are
not necessarily readily acceptable to
such Investors. When and as authorized
by the President of the United States,
or by the Congress, the Association an-
nounces the inauguration of Special
Assistance Programs, specifying the
types of mortgages that will be pur-
chased, the prices to be paid therefor,
and any special acceptability require-
ments relating to such Programs.

§ 320.5 Fees or charges.
Fees or charges for the Association's

services under the Special Assistance
Functions are established with the ob-
jective that all related costs and ex-
penses will be within the income of the
Association derived from the operations
and that such operations uill be fully
self-supporting. In connection with all
purchases of mortgages, unless other-
wise specified as to a particular Special
Assistance Program, the Seller Is re-
quired to pay a Purchase and Marketing
fee. For the Issuance of commitments to
purchase mortgages in the future, a
Commitment fee is also charged.
§ 320.7 Below-market interest rate

mortgages.
The Association is expressly authorized

to purchase below-market interest rate
mortgages insured under sections 221
(d) (3) and 221(h) of the National Hous-
ing Act. As to these mortgages, the
Association's operations are not required
to be self-supporting.
§ 320.9 Financing of special assistance

functions.
Funds required for operations of the

Special Assistance Functions are ob-
tained primarily by borrowings from the
Secretary of the Treasury. Additional
sources of funds are portfolio liquida-
tions, sales of certificates of beneficial
interests or participations in mortgages,
and net earnings. All of the benefits and
burdens incident to the administration
of the Special Assistance Functions inure
solely to the Secretary of the Treasury.

PART 330-ELIGIBLE SELLERS OF
MORTGAGES

,Sec.

330.1 General.
30.3 Servicing facilities.
30.5 VA-guaranteed mortgages.

330.7 PHA-insured mortgages.
330.9 Governmental instrumentality.
330.11 Termination.

AuTsoRTY: The provisions of this Part
330 issued under see. 309, 82 Stat. 540; 12
U.S.C. 1723a.

§ 330.1 General.
Designation of an eligible Seller to sell

mortgages to the Association under Its
Special Assistance Functions is consum-
mated by the execution of a Selling
Agreement.
§ 330.3 Servicing facilities.

The Selling Agreement requires the
Seller, with respect to each home mort-
gage offered or submitted for purchase,
either (a) to be qualified as a Servicer

by the execution of a Servicing Agree-
ment and agree to service the mortgage
or (b) to proffer facilities satisfactory
to the Association for servicing the mort-
gage. Sellers are not required to furnish
servicing facilities n connection with
the purchases by the Association of mul-
tifamily mortgages.
§ 330.5 VA-guaranteed mortgages.

In order to be eligible to sell a VA-
guaranteed mortgage to the Assoclatioy,
a seller must be acceptable to the Asso-
ciation and also must come within one
of the following three classifications:

(a) Any lender that is classified by
VA as a supervised lender under Chapter
37 of title 38, United States Code, In-
cluding any National bank, State bank,
private bank, building and loan associa-
tion, insurance company, "credit union,
or mortgage and loan company, that Is
subject to examinati6n and supervision
by an agency of the United States or of
any State, including the District of
Columbia;

(b) Any lender that is an FHA-ap-
proved mortgagee, as defined in § 330.7;
or

(c) Any other lender, if such lender
has a net worth of not less than $100,000
in assets acceptable to the Association.
§ 330.7 FHA-insured mortgages.

In order to be eligible to sell an FHA-
insured mortgage to the Association, a
Seller inust be acceptable to the Associa-
tion and must be an FRA-approved'
mortgagee, which term does not include
a mortgagee that has been approved on
the basis of being a duly authorized loan
correspondent of an approved mortgagee
qualified with FHA to originate loans
under the National Housing Act.
§ 330.9 Governmental instrumentality.

Except with respect to mortgages in-
suredunder sections 221(d) (3) or 221(h)
of the National Housing Act, a State
territorial, or municipal instrumentality
cannot be become an approved Seller.
§ 330.11 Termination.

The Association may, upon notice as
stipulated in the Selling Agreement, ter-
minate the Agreement in whole or in
part in accordance with the terms
therein provided.

PART 340-PURCHASE
REQUIREMENTS

Sec.
340.1
340.3
340.5
340.7
340.9
340.11
340.13
340.15
340.17
340.19
340.21
340.23
340.25
340.27
340.29
340.31

Scope of part.
General requirements.
Ownership.
Original mortgagee.
Mortgage interest rate,
Offering periods.
Maximum purchase price.
Maximum mortgage amount.
Advances by seller.
Credit.
Property.
Occupancy.
Mortgage lien.
Title evidence.
Hazard insurance.
Eligibility of VA mortgages.

A THORaTy:, The provislons of this Part
340 issued under Pec. 309, 82 Stat. 540. 12
U.S.C. 1723a.

§ 340.1 Scope of part.
This part describes the general re-

quirements and procedures governing the
purchase by the Association of mortgages
under the Special Assistance Functions,
Other requirements and procedures are
set forth In greater detail In the Sellers'
Guide of the Association.
§ 340.3 General requirements.

As a condition precedent to the offer-
Ing of mortgages to the Association for
purchase, the Seller and the Association
must have executed a Selling Agreement
pursuant to Part 330 of this chapter.
Any mortgage offered or submitted to the
Association must meet the conditions
contained in such Agreement. Each
mortgage must meet all the requirements
of the law, rules, and regulations that
are applicable, and must also conform
to any special acceptability requirements
prescribed by the Association and to the
pertinent requirements of this part.
§ 340.5 Ownership.

On the date of the Seller's offer to enter
into an immediate purchase contract
with the Association, the Seller must be
the owner of the mortgage.
§ 340.7 Original mortgagee.

The Seller must be the original mort-
gagee, and must not have made any prior
sale of the mortgage offered to the
Association.
§ 340.9 Morlgageintere3tratc.

Except for those below market interest
rate mortgages insured under scctionu
221(d) (3) and 221(h), each mortgage
must bear interest at the highest rate
permitted by FHA oil VA Regulations for
that type of mortgage at the time of
issuance of the FHA insurance commit-
ment or the VA Certificate of Reasonable
Value.
§ 340.11 Offering periods.

(a) Immediate purchase contract.
Mortgages may not be offered to the
Association for immediate purchase prior
to the date of the related FA Insurance
commitment or VA Certificate of Rea-
sonable Value, nor prior to the date of
final disbursement of the loan proceeds;
nor may they be offered later than 4
months after the date of the Insurance
or guaranty thereof.

(b) Commitment contract. An offer of
a commitment contract may not be de-
livered to the Association prior to the
issuance of the FHA Insurance commit-
ment or the VA Certificate of Reasonable
Value. Subject to specific contractual
treatment otherwise, an offer of a com-
mitment contract covering a multifamily
housing mortgage may not be delivered
to the Association subsequent to the
commencement of construction or
rehabilitation.
§ 340.13 Maximum purchase price.

The Association may not purchase any
mortgage at a price in excess of par.
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§ 340.15 Maximum mortgage amount.

In general, the original principal obli-
gation of mortgages purch sed under the
Special Assistance Functions must not
exceed $17,500 for each dwelling unit,
or $20,000 for each dwelling unit having
four or more bedrooms. These limitations
do not apply to mortgages covering prop-
erty located in Alaska, Guam, or Hawaii;
to mortgages insured under section 220
or title VIII of the National Housing Act;
to mortgages insured under section 213
of such Act and covering property located
in urban renewal areas; to mortgages in-
sured under title X of such Act with
respect to new communities approved
under section 1004 thereof; or, in certain
circumstances of local tax abatement, to
below-market interest rate mortgages in-
sured under section 221(d) (3) of such
Act.
§ 340.17 Advances by seller.

On the date of submission to the
Association, each mortgage must be cur-
rent with respect to matured install-
ments of principal, interest, and deposits.
The Seller, within the Immediately pre-
ceding 3 months must not have advanced
funds, nor have induced or solicited any
advances of funds by another, directly or
indirectly, for the payment of any
amount required by the note or mortgage,
except for interest accruing from the
date of the note or the date of disburse-
ment of the loan proceeds, whichever is
later, to the day which precedes by 1
month the due date of the first full in-
stallment of principal and interest.
§ 340.19 Credit.

With respect to each mortgage, there
should not be any circumstances of, or
conditions affecting, the mortgagor, the
present owner, or the affairs of either,
that would cause the mortgage to become
delinquent.
§ 340.21 Property.

With respect to each mortgage, there
should not be any circumstances of, or
conditions affecting, the mortgaged
premises that would adversely affect the
value or marketability of the mortgage
or that would cause private investors to
regard the mortgage as unacceptable for
prudent investment.

§ 340.23 Occupancy.
Subject to specific contractual treat-

ment otherwise, the property securing a
home mortgage must be occupied at the
time the mortgage is submitted to the
Association for purchase. The property
securing a multifamily housing mortgage
must, at the time the mortgage is sub-
mitted to the Association for purchase
be occupied to the extent that the income
therefrom will cover all property ex-
penses, carrying charges, and payments
required'by the mortgage.

§ 340.25 1VIortgage lien.
Except in the case of certain FHA-

insured home improvement loans, each
mortgage must be a first and paramount
lien on the security of real property, and
on the related personal property if any

is required to secure the loan, subject
only to liens for taxes not due and pay-
able, acceptable special assessments not
in arrears, and conditions, restrictions,
and encumberances deemed by the As-
sociation not to be material.
§340.27 Tide cvidence.

With respect to each mortgage, the
title evidence to be delivered by the
Seller must meet requirements prescribed
by law or the applicable FHA or VA Reg-
ulations, and must be in such form and
substance as to meet the Association's
title evidence requirements.
§340.29 Hazard insurance.

Property securing each mortgage must
be covered by kinds and amounts of
hazard insurance that meet all of the
hazard insurance requirements of the
Association.
§ 340.31 Eligibility of VAmorIgages.

To be eligibie for purchase by the As-
sociation, a VA-guaranteed mortgage
must in all cases meet current require-
ments set forth in the Sellers Guide.

PART 350-SERVICING AND SALES
OF MORTGAGES

Sec.
350.1 Servicing requirements.
350.3 Servicers' compensation.
350.5 Sales.

AuTHOitoa: Tho provisions of this Part
350 Issued under sec. 309, 82 Stat. 540; 12
U.S.C. 1723a.

§ 350.1 Servicing requirements
A seller may not service mortgages of

the Association unless it has qualified as
an eligible Servicer and has executed a
Servicing Agreement. The Servicer must
establish that it has an office with serv-
icing facilities satisfactory to the As-
sociation located within approximately
100 miles of the mortgaged property.
When the mortgage is submitted for
purchase, the Servicer (whether the
Seller, or another Servicer that the Seller
has previously ascertained is satisfac-
tory to the Association) must have con-
sented to service the mortgage, and must
have executed documentary evidence of
such consent. This requirement does not
apply to multifamily housing mortgages.
§ 350.3 $Servicers' compensation.

The compensation of Servicers is at a
contractual rate or rates, as agreed to by
the Association and the Servicers.
§ 350.5 Sales.

M ortgages owned by the Association
are available for sale to qualified In-
vestors. Information concerning possible
sales can be obtained from the regional
offices listed in § 300.9 of this chapter.

SUBCHAPTER C--MANAGEMENT AND
LIQUIDATING FUNCTIONS

PART 360-DESCRIPTION
Sec.
360.1 General.
360.3 Financing.

AurHoarrr: The provisions of thls Part
360 Issued under sec. 309, 82 Stat. 40; 12
U.S.C. 1723a.

§ 360.1 GeneraL
Section 30G of the National Housing

Act authorizes the Association to man-
age and liquidate a portfolio of mort-
gages acquired prior to, and pursuant to
contracts entered into prior to, Novem-
ber 1, 1954, and certain other mortgages,
loans, and other obligations acquired and
to be acquired subzequently from other
Government agencies, in an orderly man-
ner, with a minimum of adverse effect
upon the home mortgage market and
minimum los to the Federal Govern-
ment. Under the Management and Liq-
uldating Functions, the Association also
provides fiduciary services to itself and
other Departments and agencies of the
Federal Government, and guarantees se-
curities Issued by private Institutions
against pools of Federally underwritten
mortgages and loans.
§ 360.3 Financing.

Funds required for the Management
and Liquidating Functions are obtained
principally through borrowings from the
Secretary of the Treasury. Additional
sources of funds are liquidations of the
portfolio, sales of certificates of benefi-
cial interests or p3rticipations in mort-
gages, net earnings, and appropriations.
The Association is also expressly author-
ized to sell Its obligations to private in-
vestors. The aggregate amount of such
obligations Issued to private investors,
the proceeds of which are paid to the
Secretary of the Treasury in reduction
of the Association's related indebtedness,
may not exceed the Assoclation's owner-
ship under such functions, free from any
liens or encumbrances, of cash, mort-
gages, and other approved securities.
Such obligations are not guaranteed by
the United States and do not constitute
a debt or obligation of the United States.
All of the benefits and burdens incident
to the Management and IAquidating
Functions inure solely to the Secretary
of the Treasury.

PART 370--MORTGAGE ACTIVITIES

370.1 Orlainal portfolio.
370.3 Purchas.
370.5 Snrvlclng.
370.7 Sale3.

Au n=: Tho proviions of this Part
370 Lsued under r--. 309. 82 Stat. 540; 12
U.S.O. 1723a.
§ 370.1 Original portfolio.

The Management and Liqudating
Functions began on November 1, 1954,
with the portfolio of mortgages and out-
standing contracts owned by the Federal
National Mortgage Association as of Oc-
tober 31,1954.
§ 370.3 Purchases.

The Association purchases obligations
offered to It by the Secretary of Housing
and Urban Development and mortgages
of residential property offered to it by
any Federal instrumentality.
§ 370.5 Servicing.

Home mortgages owned by the Asso-
clatlon under the Management and
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Liquidating Functions are serviced as
described in Part 350 of this chapter.

§ 370.7 Sales.
Sales of mortgages owned under the

Management and Liquidating Functions
are consummated as described in Part
350 of this chapter.

PART 380-FIDUCARY ACTIVITIES
Sec.
380.1 General.
380.3 Appropriations.

AuTOnrr: The provisions of this Part
380 issued under sec. 309, 82 Stat. 540; 12
U.S.C. 11723a.

§ 380.1 General.

The Association is authorized by sec-
tion 302(c) of the National Housing Act
to create, accept, execute, and admini -
ter trusts and other fiduciary undertak-
ings appropriate for financing purposes.
In relation thereto, it is authorized to
acquire and otherwise deal in any mort-
gages or other types of obligations in
which any department or agency of the
United States listed in section 302(c) (2)
of such Act may have a financial inter-
est. Under its fiduciary powers, accounted
for under the Management and Liqui-
dating Functions, the Association cre-
ates, accepts, and administers trusts
consisting of interests in mortgages and,
obligations, sells to private investors cer-
tificates of beneficial interest, or partici-
pations, in the mortgages or obligations
or in the interest and principal pay-
ments derived therefrom, and provides
for payment of interest and principal
and for retirement of the participations.
The Association under the Management
and Liquidating Functions, in its ordi-
nary corporate capacity as contrasted to
its fiduciary capacity, is expressly au-
thorized to guarantee the participations.
§ 380.3 Appropriations.

There is authority for Congress to ap-
propriate such sums as may be necessary
to enable the trustor of any trust (as de-
scribed in § 380.1) to pay to the Asso-
ciation, as trustee, any insufficiency In
aggregate receipts from the obligations
subject to the trust to provide for the
timely payment by the trustee of all in-
terest or principal on the beneficial in-
terests or participations related to such
trust.

PART 390-GUARANTY OF MAORT-
GAGE-BACKED SECURITIES

Subpart A-Pass-Through Type Securities
see.
390.1 *General.
390D.3 Eligible issuers of securities.
390.5 Securities.
390.7 Mortgages.
390.9 Pool administration.
390.11 Excess collateral.
390.13 Guaranty.
390.15 Fees.

390.21
390.23
390.25
390.27
390.29
390.31
390.33

Subpart 80-Bond-Typo Securifies

General.
Eligible issuers.
Securities.
Mortgages.
Trust arrungemento.
Guaranty.
Fees.

Subpart C-MAiscellanecous Provisions
sec.
39025 Audits and reportL.
390.37 Applications. .

Au=moRr: The provisions of this Part
390 issued under sac. 309, 82 Stat. 540; 12
U.S.C. 1723a.

Subpart A-Pass-Through Type
Securities

§ 390.1 General.
The Association is authorized by sec-

tion 306(g) of the National Housing Act,
upon such terms and conditions as it
may deem appropriate, to guarantee the
timely payment of principal of and in-
terest on securities which are based on
and backed by a trust or pool composed
of mortgages which are insured by the
Federal Housing Administration or the
Farmers' Home Administration, or in-
sured or guaranteed by the Veterans' Ad-
ministration. The Association's guaranty
of mortgage-backed securities is backed
by the full faith and credit of the United
States. This subpart is limited to
"pass-through" securities, including (a)
"straight pass-through" and (b) "modi-
fied pass-through" types, and does not
purport to set forth all the procedures
and requirements that apply to the is-
suance and guaranty of such securities.
All such transactions are governed by
the specific terms and provisions of the
Association's Mortgage-Backed Securi-
ties Guide and contracts entered into by
the parties. Further information may be
obtained from the Government National
Mortgage Association, 451 Seventh Street
SW., Washington, D.C. 20414.
§ 390.3 Eligible issuers of securities.

Any mortgagee, including a State or
'local governmental instrumentality,
which has been approved by the Federal
Housing Administration and which has
adequate experience and facilities to is-
sue mortgage-backed securities may be
approved for a guaranty by the Associa-
tion, except that no guaranty shall be
made of any security which Is tax exempt
under the Internal Revenue Code of 1954.
No issue of securities will be approved
for guaranty unless the issuer has net
worth, in assets acceptable to the Asso-
ciation, in the following amounts:

(a) For straight pass-through securi-
ties, $100,000.

(b) For modified pass-through securi-
ties based on and backed by mortgages
upon one- to four-family residences, (1)
not less than 2 percent of the first $5
million of modified pass-through securi-
ties outstanding after such issue, and (2)
not less than 1 percent on all such secu-
rities outstanding over $5 million, but in
no case need such net worth exceed
$250,000.

(c) For modified pass-through securi-
ties other than those described in Para-
graph (b) of this section, (1) not less
than 3 percent of the first $5 million of
modified pass-through securities out-
standing after such issue, and (2) not
less than 2 percent on the succeeding $5
million of such securities, and (3) not
less than 1 percent on all .over $10 mil-
lion, but in no case need such net worth
exceed $500,000.

§'390.5 Sceuratieo.
(a) Instruments. Scourities to be s-

sued pursuant to the provislons of this
subpart may, at the option of the Issuer,
be of one of the following types, but pnly
one of such types may be issued against
any single pool of mortgages: (1)
Straight pass-through ecuriics, which
provide for the payment by the Is ucr
to the holders of a proportionate share
of the proceeds of principal and intercst,
as collected, on account of a pool of mort-
gages, less servicing fcez and other .pcl-
fled costs approved by the Assoclation;
and (2) modified pass-through socrl-
ties, which provide for such payment,
whether or not collected, of both speci-
fled principal installments and a fired
rate of interest on the unpaid principal
balance, with all prepayments beilv(
passed through to the holder. In the caso
of delinquent mortgages in a pool back-
ing modified pass-through ecurltiel, the
issuer is required to make advance3 If
necessary to maintain the spccified
schedule of interest and principal pay-
ments to the holders, or at Its option, at
any time 90 days or more after default
of any such mortgage, the issuer may
repurchase such mortgage. Both stralplit
pass-through and modified pas-throuh
securities must specify the dateJ by
which payments are to be made to th
holders thereof, and must Indicate th
accounting period for collections on the
pool's mortgages relating to each such
payment, and the sccurltles must also
specify a date on which the entire prin-
cipal to be collected will have been paid
or will be payable.

(b) Issue amount. Each Issue of
guaranteed securities must be In a
minimum face amount of $2 million. The
total face amount of any Isue of securi-
ties cannot exceed the agPregate unpaid
principal balances of the mortgages In
the pool.
(c) Face amount of sccurltics, The

face amount of any security cannot be
less than $25,000.

(d) Transferability. Securities are
transferable, but the share of the pro-
ceeds collected on account of the pool
of mortgages may not be payable to
more tin one holder with respeot to
any security. '

(e) Disclosure. The issurer must d1b-
close both the average and the total
costs to the Issuer of the mortgages In
the pool, whether the Issuer acquired the
mortgages by origination or purcha.e,
§ 390.7 M~ortgagez.

Each issue of guaranteed scouritif-
must be backed by a separate pool of
mortgages which:

(a) Are insured under the National
Housing Act or title V of the Housing
Act of 1949, or Insured or guaranteed
under the Servicemen's ReadJttment
Act of 1944 or chapter 37 of title 30,
United States Code;

(b) Have been insured or guaranteed
no longer than 12 months prior to the
date on which the Association Issuej Its
commitment to guarantee the scouritles ;
(c) Will be replaced by the issuer if

found defective by the Assoclation at
any time prior to 4 months after the
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date on which the Association Issues its
guaranty of the securities; and

(d) Meet such other standards of ac-
ceptability as may be prescribed by the
Association.
§390.9 Pool administration.

The Association will not guarantee
securities if the pool arrangement pro-
posed by the issuer does not satisfac-
torily provide for:

(a) Servicing of the mortgages in the
pool;

(b) Segregation of the cash flow from
mortgages in the pool from the other
assets of the issuer;

(c) Timely payment of principal and
interest, in accordance with the terms
of the guaranteed securities;

(d) Notification to the Association of
an impending default, on the part of the
issuer, in adequate time for the Assocla-
tion to make timely payments on the
securities; and

(e) Delivery to a designated custodial
agent satisfactory to the Association of
the mortgage notes or other evidences of
indebtedness secured by the mortgages In
the pool and protection of the Associa-
tion's interest in all assets in the pool as
collateral for its guaranty.
§ 390.11 Excess collateral.

The Issuer shall maintain, for the
benefit of the Association, excess collat-
eral in assets acceptable to the Associa-
tion of 3 percent of the amount of guar-
anteed securities outstanding. In lieu of
such excess collateral the Association
may accept a bond or other assurance of
the faithful performance of the fiduciary
responsibilities of the issuer.
§ 390.13 Guaranty.

With respect to straight pass-through
securities, the Association guarantees the
timely payment to the security holder
of the proceeds of principal and interest,
as collected, as undertaken in the As-
sociation's guaranty appearing on the
face of the security. With respect to
modified pass-through securities, the As-
sociation guarantees the timely payment,
whether or not collected, of the fixed
rate of interest on the outstanding bal-
ance and the specified principal install-
ments, as undertaken in the Association's
guaranty appearing on the face of the se-
curity. As to straight pass-through type
securities, any failure or inability of the
issuer to make payment as due, to the
holders of the securities, from the pro-
ceeds from the pool of mortgages which
have been collected, or because of failure
to make collections, under reasonable and
accepted standards of mortgage servic-
ing, shall constitute a default of the
issuer. As to modified pass-through se-
curities, any failure or inability of the
issuer to make fixed or other payments
as due shall be deemed such a default.
Upon any -default by the issuer and pay-
ment under its guaranty by the Asso-
ciation, or any failure of the issuer to
comply with the terms of the guaranty
transaction, the Association may insti-
tute a claim against the excess collateral,
or against any assurance in lieu of excess

collateral, or may, pursuant to section
306(g) of the National Housing Act,
extinguish all the ownership, control, or
other interest of the issuer n the pooled
mortgages, by letter directed to the Is-
suer and making the mortgages the
absolute property of the Asociation,
subject only to unsatisfied rights therein
of the holders of the securities, or the
Association may do both.
§ 390.15 Fees.

the Association may Impose applica-
tion and guaranty fees, which may vary
for straight pass-through and modified
pass-through Issuances.

Subpart B-Bond-Type Securities
§ 390.21 General.

(a) In addition to the "pass-through"
securities dealt with in subpart A of this
part, the Association is authorized by
section 306(g) of the National Housing
Act, upon such terms and conditions as
it may deem appropriate, to guarantee
the timely payment of principal of and
interest on securities of the "bond-type"
which are based on and backed by a trust
or pool composed of mortgages which are
insured by the Federal Housing Ad-
ministration or the Farmers' Home
Administration, or insured or guaran-
teed by the Veterans' Administration.
The Association's guaranty of mortgage-
backed securities is backed by the full
faith and credit of the United States.

(b) Sections 390.21 through 390.35
deal with such "bond-type" securities
and do not purport to set forth all the
procedures and requirements that apply
to the issuance and guaranty of such
securities. All such transactions are gov-
erned by the specific terms and provi-
sions of the contracts entered into by
the parties. Further Information may be
obtained from the Government National
Mortgage Association, 451 Seventh
Street SW., Washington, D.C. 20414.
§ 390.23 Eligible issuers.

Any corporation, trust, partnership, or
other entity with a net worth in assets
acceptable to the Association of $50
million or more, and which has the
capability to assemble acceptable and
eligible mortgages in suiclent quantity
to support required minimum Ismances
of securities, may be approved for a
guaranty by the Association. Further,
the Association reserves the right to limit
the number of issuers in the interest
of conducting an orderly market of secu-
rities of this type.
§ 390.25 Securities.

(a) Instruments. Securities to be Is-
sued pursuant to the provisions of this
subpart may be in registered or bearer
form. Each security shall have terms
acceptable to the Association and shall
specify Its principal amount, the interest
rate, and the maturity date, and the
securities may include call provisions
and other characteristics depending on
current market conditions.

(b) Issue amount. Until further au-
thorization is given, each issue of guar-
anteed securities must be In a minimum
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face amount of $100 million, and no
single maturity of an Issue may be in
face amount less than $100 million
unless the total Issue exceeds $200
million. The total of the outstanding
principal balances of the mortgages
upon which any issue Is originally based
and backed must be at least equal to
100 percent of the face amount of the
Issue of guaranteed securities. Such ratio
as may be required by the governing
trust arrangements, between mortgages
and other pooled assets and securities
outstandinZ at any one time, shall be
maintained, subject to adjustment with
the approval of the Association In accord
with such trust arrangements.
(c) Face amount of securities. The

face amount of any security cannot be
less than $25.000.
(d) Transferability. Securities are

transferable but, if registered, are trans-
ferable, as to the Association and the
Issuer, only on the books of a fiscal agent
as shall be agreed upon by the Associa-
tion and the Issuer.
(e) Treasury approral. Issues of $100

million or larger will be subject to
approval of the Secretary of the
Treasury.
§ 390.27 BMorzgagcm

Guaranteed securities Issued under
these provisions must be based on and
backed by mortgages pooled under trust
arrangements satisfactory to the Asso-
elation. Such mortgages must:
(a) Be Insured under the National

Housing Act or title V of the Housing Act
of 1949, or insured or guaranteed under
the Servicemen's Readjustment Act of
1944 or chapter 37 of title 38, United
States Code.

(b) Have been insured or guaranteed
no longer than 12 months prior to the
dqte on which the Association Issues Its
commitment to guarantee the securities;
and
(c) MXeet such other standards of ac-

ceptability and eligibility as may be
prescribed by the Association from time
to time for the Issue of mortgage-backed
securities of the bond type. But with,
respect to any particular lssue of securi-
ties, the related mortgages shall meet
only such standards as may be In effect
or imposed at the time of the Issuance
of the related commitment to guarantee.
§ 390.29 Trustarrangemcnts.
(a) The pool of mortgages, together

with all proceeds thereof and all other
assets backing each Issue of "bond-type'"
securities, shall be held and administered
by a corporate trustee which is subject to
Federal or State reaulation and whichiis
acceptable to the Association. The issuer
of the securities may qualify as trustee;
(b) The trust asmeement which will be

executed by the Issuer, the trustee and
the Aszoclation and which may be re-
opened subject to the approval of the
Association, will provide for:
(C) The Issuance of the securities; In-

cluding the size or other ceilings of the
issuance or issuances, the nature and
provisions of the securities, the principIes
and methods of sale and distribution, and
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other material matters pertaining to
Issuance;

(2) Conveyance of the pooled mort-
gages to the trustee, in trust, to provide
the base and backing for the securities
and otherwise for purposes of the trust
arrangements, and custody of mortgage
documents;

(3) Administration of the trust, to in-
clude servicing and retirement of the
securities, and servicing of the mort-
gages through their payment or other
liquidation;

(4) Principles and methods with re-
spect to reporting requirements, the han-
dling of losses realized from the pqoled
mortgages, defaults by the issuer, and
other appropriate matters;

(5) Timely payment of principal and
interest in accord with the terms of secu-
rities issued;

(6) Segregation of the cash and other
assets flowing or resulting from the
pooled mortgages;

(7) Reinvestment of accumulations of
proceeds from the pooled mortgages and
other assets to the extent necessary to
provide adequately for the payment of
securities;

(8) Notification to the Association of
any impending default of any payment
of the securities, in order that the As-
sociation may make timely payments
thereon;

(9) It is expected that the trustee and
Issuer or issuers, together or separately,
may contract out, consistent with cus-
tomary and accepted practices, some or
all of the responsibilities with respect to
all the foregoing.
§ 390.31 Guaranty.

With respect to bond-type securities,
the Association will guarantee the timely
payment of principal of and interest on
such securities, subject to the terms and
conditions thereof. The agreements and
contracts among the parties will provide
upon default of the Issuer for the right
of the Association, pursuant to section
306(g) of the National Housing Act, to
take title to the mortgages and other
assets that are subject to the trust ar-
rangements, and to proceed against other
assets of the Issuer to the extent neces-
sary to satisfy Its own claims and the
righto of the holders of securities then
outstanding. Such action by the Asso-
ciation shall be taken subject to an ac-
counting to the issuer.
§ 390.33 Fees.

The Association may impose applica-
tion and guaranty fees, which may vary
with relation to the size or risk of the
guaranty transaction undertaken.

Subpart C-Miscellaneous Provisions

§ 390.35 Audits and reports.
The Association may at any time audit

the books and examine the records of
any issuer, mortgage servicer, trustee, or
agent or other person bearing on Its
guaranty of mortgage-backed securities,
and may require periodic reports from
such persons.
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§ 390.37 Applications.
Applications for guaranty should be

submitted to the Association's home office
located at 451 Seventh Street SW.,
Washington, D.C. 20414.

Chapter -IV-Office of Assistant
Secretary for Housing M anagement
Part
490 Advances for public works plan-

ning.
491 Grants for advance acquisition of

land.

PART 490-ADVANCES FOP, PUBLIC
WORKS PLANNING

Subpart A-Advances for Public Works Planning
(First Program)

See.
490.1
490.2'
490.3
490.4
490.5
490.4
490.1
490.8
490.9
490.10
490.11
490.12
490.13
490.15

490.16
490.17

Definitions.
Purpose of the act.
Advances.
Apportionment of funds.
Submission of applications.
Types of public works.
Conformity to over-aUl plan.
Arrangements for construction.
Agreements.
Plan preparation.
Payment to applicants.
Repayment of advances.
Records and documents.
Operating procedures and instruc-

tions.
Reports to the Administrator.
Interest of member of or delegate to

Congress.

Subpart B-Advances for Public Works Planning
(First, Second, and Third Programs): Dolormi-
nations With Respect to Liability for Repayment
of Advances

490.30 Purpose.
490.31 Definitions.
490.32 Repayment of advance.
490.33 Advance repayable In full.
490.34 Proportionate repayment of advance.
490.35 Advance not presently repayable.
490.36 Termination of liability.
490.37 Termination of agreement.
490.38 Termination of liability as result of

Accelerated Publio Works grant.

Subpart A-Advances for Public
Works Planning (First Program)

Avrory: The -provisions of this Sub-
part A issued under sec. 501, 58 Stat. 791; 50
U.S.C. App. 1671, Reorg. Plan No. 17 of 1950,
15 P.R. 3177; 3 CFR, 1950 Supp.

No=: This program Is now in Revolving
V"nd for Liquidating Programs (12 U.S.C.
1701g-1). All references in this part, to "Ad-
ministrator", 'Admintstration", "Commis-
sioner", etc. mean -the Secretary of Housing
and Urban Development" (42 U.S.C. 3534).

§ 490.1 Definitions.
For the purpose of this subpart the

following terms shall be construed, re-
spectively, to mean:

(a) Act. Title V of the act of Congrc 3
of October 3, 1944, entitled the "War
.fobilization and Reconversion Act 6f

1944" (58 Stat. 791; 50 U.S.C. App,
1671) which provides for assistance to
States and other non-Federal public
agencies In the plan preparation of their
proposed public works. The authority
to make new loans or advances expired

on June 30, 1947. under the provislons of
secUon 603 of the War Moblizatlon and
Reconversion Act of 1914, 58 Stat. 792.

(b) Administrator. The Housing and
Home Finance Administrator, Housing
and Home Finance Agency.

(c) Administration. The Community
Facilities Administration, an organiza-
tion unit within the Office of the Admin-
istrator, Housing and Home Finance
Agency, which Is authorized to adnin-
ister the act.

(d) Commissioner. The Community
Facilities Commissioner, Community Fa-
cilities Administration, Office of the Ad-
ministrator, Housing and Home Finance
Agency.

(e) State. Any one of the soveral
States of the United States, the District
of Columbia, Alaska, Hawaii, or Puerto
RIco.

(f) Public agencies. The State and
their agencies and political subdivisions
established by law and which havo bpal
authority to construct public works.

(g) Applicant. Any public agency
which makes application for F ederal
Assistance under the act and this
subpart.

(h) Application. ThQ document or
documents, including amendments and
communications, filed with the Admin-
istration by the applicant for an ad-
vance of funds for plan preparation.

(I) Plan preparation. Architectural
engineering, and economic inveot!ga-
tions and studies, surveys, dev gm, plans,
working drawings, specifications, esti-
mates of costs, procedures and other
planning activities n advance of the con-
struction of specific public works.

() Advances. The Federal funds ad-
vanced under the authority of the act
and this subpart to any public agency to
aid in financing the cost of plan
preparation.

(k) Agreement. The document c::c-
cuted by the applicant and the Admin-
istration covering the termn and condi-
tions of an advance and the repayment
thereof.
§ 490.2 Purpose of the act.

The act authorizes the Housing and
Home Finance Administrator to mako
loans or advances to public agencles In
order to encourage and to aedst them In
completing the plan preparation of u c -
ful public works, thereby developing a
reserve of non-Federal public works
which can be placed under constructon
with a minimum of delay as circum-
stances warrant.
§ 490.3 Advances.

(a) The act authorizes assistaneo In
the form of loans or advances of Fed-
eral funds, but n order to simplify the
administration of the act this rLubpart
limits assistance to advances.

(b) The making of an advance doc
not in any way commit the Congrezs of
the United States to appropriate funds
to undertake any public works planned
with the proceeds of such advance.

(c) The applicant in accepting rn ad-
vance for plan preparation agrees that
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it will not accept any loan from any
Federal agency for the construction of
the public work planned in whole or In
part with such advance unless the mak-
Ing of such construction loan shall be
specifically authorized by Federal law.

(d) An advance shall not be required
to be repaid until the construction of the
public work for which the advance Is
made is undertaken or started as pro-
vided in § 490.12. Until such con-
struction is undrtaken or started the
advance shall not be deemed by the
United States to be a debt or obligation
within the meaning of any constitutional
or statutory limitation.

(e) No interest charge shall be made
for any advance.

(f) Advances shall not be approved to
reimburse the applicant for any disburse-
ment made or to defray any costs in-
curred prior to the approval of an ap-
plication. Funds advanced shall not be
used to defray the cost -of any contract
entered into by the public agency prior
to the approval of the application for
an advance if in such contract the public
agency has agreed to finance the plan
preparation from other funds.

(g)- Funds advanced shall not be used
for the acquisition of land or any interest
in land.
§ 490.4 Apportionment of funds.

Funds appropriated for the making of
advances under the act shall be appor-
tioned among the several States in the
following manner:

(a) Ninety -percent in the propor-
tion which the population of each State
bears to the total population of all the
States, as shown by the Federal census
of 1940;

(b) States whose apportionments do
not total one-half of 1 percent of
the total amount appropriated for ad-
vances alter the above distribution shall
have their apportionments increased to
that percentage from the 10 percent
available for discretionary use; and

(c) The balance of the funds as may
be determined by the Commissioner with
the approval of the Administrator.

§ 490.5 Submission of applications.
Applications for advances for plan

preparation shall be submitted to the
Regional Offices of the Office of the Ad-
ministrator, Housing and Home Finance
Agency.
§ 490.6 Types of public worlts.

(a) Applications for advances for the
plan preparation of the following types
of public works of States and other non-
Federal public agencies are eligible under
the provisions of the act:

() Highways, roads and streets, for
which other Federal funds are not
legally available, which shall consist of
,highways, roads, and urban streets, in-
cluding such items as culverts, drainage
facilities, sidewalks, curbs and gutters,
guard rails and guard walls, road and
street lighting, traffic control facilities,
roadside landscaping, and other similar
work.

(2) Bridges, viaducts and grade sepa-
rations, for which other Federal funds

are not legally available, which rhall
consist of bridges, viaducts, grade repa-
ration structures, grade crozsing eliml-
nations, tunnels, and other similar workL

(3) Airports, for which other Federal
funds are not legally available, which
shall consist of all types of public air-
port buildings and landing facilities, In-
cluding such items as terminal buildings,
hangars, administration building, grad-
ing, leveling and seeding of land fields,
construction of runways, tax strps,
aprons, landing platforms, ;eaplane
ramps, drainage facilities, lighting facili-
ties, airway markers and beacons, and
other airport and airway facltIes.

(4) Sewer, water, and sanitation facil-
ities, which shall consist of sewer sys-
tems, including such items as sewage
treatment and disposal plants, sanltary
sewers, storm sewers, and drainage sys-
tems; water systems, including such
items as water supply and storage, water
treatment plants, pumping stations,
water distribution and Irrigation sys-
tems; and sanitary facilities such as in-
cinerator plants, malarial control facili-
ties, and other similar work.

(5) Schools and other educational
facilities/. which shal consist of public
school facilities such as school buildings ,
administration buildings, auditoriums,
gymnasiums, and dormitories; public
libraries: and other educational facil-
ties.

(6) Hospitals and health facilities,
which shall consist of public hospitals,
nurses' homes, clinics, health centers and
laboratories, sanitariums and other
health facilities.

(7) Other public buildings, which
shall consist of city halls, courthouses,
institutional buildings, administrative
buildings, police and fire station, ar-
mories, garages, storage bulldirgs comn-
munity buildings, and other public build-
ings not included under subparagraph3
(3), (5), (6), (8), and (9) of this para-
graph.

(8) Parks and other recreational fa-
clties, which shall consist of public
parks, playgrounds, fairgrounds, and
other recreational facilities, not in-
cluded under subparagraph (5) of this
paragraph, Including such itemns as rTec-
reation centers, gymnasiums, athleti
fields, swimming pools, tennis courts,
and other such recreational facilities.

(9) MIscellaneous public factil ,
which shall consist of other types of pub-
lic facilities such as traUportation fa-
cilities, port facilities, electric power
plants, and distribution systems, public
docks, wharves and piers, non-Federal
river and harbor improvements, and
other miscellaneous public facilities.

(b) The following types of public
works are not eligible for a t ance un-
der the provisions of the act:

(1) Public housing projects of Federal,
State or local housing agencies or au-
thorities.

(2) Federal projects of Federal de-
partments, agencies, and intstrumentali-
ties.

(3) Federal-aid and State highway
projects of the Federal Public Roads
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Admini tration and the State Highwray
Departments.
§ 490.7 Conformity to over-all plan.

Fach application for an advance for
plan preparation shall contain evidence
that the public work to be planned con-
forms to an over-al State, losal or ra-
glonal plan approved by competent
State, local or regional authority. Where
no legally authorized over-all planning
agency exists, evidence of the approval
of the proposed public work by the au-
thority having jurisdiction thereof s
be required.
§ 490.1 Arrangements for construction.

Each appllcaton shall contain evi-
dence that the applicant has basic Iev-l
authority to finance and construct the
public w oris, and that It plan3 and rea-
sonably expects to initiate the construa-
tion of the proposed public works within
4 years after the receipt of the ad-
vance and to prosecute the public works
to completion.
§ 490.9 Agreements.

(a) An agreement between the ap-
plieant and the Service shall be executel
for each advance on a form furnished

- by the Service. No payment on any ad-
vance shall bemadeby the United States
unles and until such agreement hasbeen
exeeuted.

(b) Subsequent to execution of the ad-
vance agreement, no change shall be
made which will increase the amount of
the advance of the Federal Government
or alter Its terms or conditions exce p
upon agreement with the Service.
§ 490.10 Plan preparation.

(a) The applicant shal be responsible
for the character, adequacy, and method
of plan preparation, in accordance with
acceptable professional practices, and
upon the receipt of the Initial payment
shall take prompt steps to initiate and
prosecute the plan preparation to
completion.

(b) The applicant agrees that it will
use the funds advanced only for the plan
preparation for the public work for which
the advance Is made and that such plan
preparation will be adequate and suitable
for the purpose Intended to be served by
the advance.

(c) If the plan preparation is per-
formed on a contractual basis, State or
local re -lations affecting employment
within the professions involved shall ba
observed.

(d) If the applicant ue its own em-
ployec3 for the plan preparation, only
those cos Incurred-by the applicant for
the plan preparation which would not
have been incurred except for such plan
preparation shall be paid with the funds
advanced.

§ 490.11 Paynent to applicants.
Upon execution of the agreement a

partial payment of the agreed advance
may be made by the Administration to
the applicant. Final payment shall not
be made until the plan preprration has
been completed and final costs deter-
mined. Any funds advanced which are
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found to be in excess of the final costs
incurred by the applicant in the plan
preparation shall be promptly refunded.
§ 490.12 Repayment of advances.

Each advance shall be repaid in full
without interest by the applicant when
the construction of the public work for
which the advance is made is undertaken
or started. The construction shall be
considered as undertaken or started
when the first construction contract is
awarded or the applicant begins con-
struction with its own forces.
§ 490.13 Records and documents.

Applicants shall k e e p accurate
accounting records of all costs involved
in connection with plan preparation.
The accounts and records of the appli-
cants shall be open at all times to in-
spection by the authorized representa-
tives of the Administration, and copies
shall be furnished when requested. The
applicant shall furnish the Administra-
tion a copy of any contract for architec-
tural or engineering services for any
other contract entered into in connec-
tion" with plan preparation immediately
upon execution thereof.

When requested by the Administration,
the applicant shall furnish a report on
the progress of plan preparation.
§ 490.15 Operating procedures and in-

structions.

The Commissioner is hereby authorized
to issue such operating procedures and
instructions not in conflict with Federal
law or with this subpart as he may deem
necessary for carrying out the provisions
and effectuating the purposes of the act
and this subpart, and all such operating
procedures and instructions issued by
him shall be and continue in full force
and effect from the date on which issued
or made effective until modified or re-
voked by him.
§ 490.16 Reports to the Administrator.

The Commissioner will submit to the
Administrator a semi-annual report of
operations under the act and such other
special reports as he may request.
§ 490.17 Interest of member of or dele-

gate to Congress.
No member of or delegate to Congress

or resident commissioner, shall be ad-
mitted to any share or part of any agree-
ment providing for the making of an
advance, or to any benefit arising from
any such agreement.

Subpart B-Advances for Public
Works Planning (First, Second, and
Third Programs): Determinations
With Respect to Liability for Repay-
ment of Advances

AuTHomry: The provisions of this Sub-
part B Issued under sec. 502, 62 Stat. 1283;
12 U.S.C. 1701c; and sec. 702; 40 U.S.C. 462.

§ 490.30 Purpose.
The regulations in this Subpart B pre-

scribe standards forming the bases for
determinations with respect to liability
for repayment of a planning advance
under the following programs:

(a) Advances lor Public Works Plan-
ning (First Program). Title V of War
Mobilization and Reconversion Act of
1944, as amended, 50 U.S.C. 1671.
(b) Advances for Public Works Plan-

ning (Second Program). Act of October
13, 1949, entitled "An Act to provide for
the advance, planning of non-Federal
public works," as amended, 40 U.S.C. 451.

(c) Advances for Public Works Plan-
ning (Third Program). Section 702 of
Housing Act of 1954, as amended, 40
U.S.C. 462.
§ 490.31 Definitions.

For the purpose of this subpart, the
following terms shall be construed, re-
spectively, to mean:

(a) Administrator. The Housing and
Home Finance Administrator.

(b) Applicant. Any public agency or
Indian tribe which has obtained a plan-
ning advance.
(c) Final plans. Final plans are

based on preliminary planning and in-
clude preparation of all detailed plans
and specifications required to award con-
struction contracts and complete the
project for its intended use.

(d) Planning advance. The Federal
funds advanced under Titie V of War
Mobilization and Reconversion Act of
1944, as amended, 50 U.S.C. 1671, Act of
October 13, 1949, as amended, 40 U.S.C.
451, or section 702 of Housing Act of 1954,
as amended, 40 U.S.C. 462, to any public
agency or Indian tribe to aid in financing
the cost of plan preparation.

(e) Planning agreement. The docu-
ment executed by the applicant and the
United States of America covering the
terms and conditions of a planning ad-
vance and the repayment thereof.

(f) Proportionate payment. Partial
repayment of the planning advance ac-
cepted in full satisfaction of the obliga-
tion to repay under the law and planning
agreement.
§ 490.32 Repayment of advance.

Each planning advance shall be repaid
by the applicant without interest when
the construction of the public work
planned is undertaken or started: Pro-
vided, That in the event repayment is
not made promptly, such unpaid sum
shall bear interest at the rate of 4 per
centum per annum from the date of the
Administrator's -demand for repayment
to the date of payment.
§ 490.33 Advance repayable in full.

If the Administrator determines that
a public work placed under construction
is essentially the same as the public work
planned with the Federal advance, the
advance shall be repayable in full. An
advance may be repayable in full even
though there are some elements of dis-
similarity, but these should be relatively
minor and few in relation to the total
scope of the project. An advance for
preparation of final plans shall be re-
payable in full regardless of the number
of minor changes provided the scope or
size of the project constructed is ap-
proximately the same as that of the
project planned.

§490.34 Proportionate repayment of
advance.

(a) If the Administrator determines
' that construction of only a portion of a
planned project or of a separate segment
of a planned project has been under-
taken, a proportionate repayment of the
advance shall be due. The Administra-
tor will determine the amount of such
proportionate repayment by making a
comparison of the proJect planned with
the advance to the project placed under
construction. Such comparison shall
take into consideration project typo and
scope and include such factors as spec-
ifications, cost estimates, drawings,
planning surveys, site location, subsur-
face studies, and area served. This
§ 490.34(a) shall not be construed to
supersede any agreement executed under
the Third Advance Planning Program
providing for a schedule of repayment
under other terms.

(b) If the Administrator determines
that a proportionate repayment of the
advance is due and that there is no rea-
sonable likelihood that the remaining
portions of the planned project will be
placed under construction, liability for
replayment of such remaining portion
shall be terminated as provided under
§ 490.36. If the Administrator deter-
mines that there is a reasonable likeli-
hood that such remaining portion will be
placed under construction at a future
date, liability for repayment of suoh
portion shall be continued.
§ 490.35 Advance not presently repay.

aWle.
If the Administrator determines that

construction of a project planned has
not been undertaken or started but that
there is reasonable likelihood that such
construction will be undertaken or start-
ed in the future, no change shall be made
in the status of the advance,
§ 490.36 Termination of liability.

(a) If the Administrator determines
that there is no reasonable likelihood
that the public work, or a portion of the
public work, planned with an advance
will be constructed,. all or a portion of
the liability for repayment of such ad-
vance shall be terminated. This doter-
mination shall take into consideration,
among other things, such factors as sig-
nificant changes in population, technol-
ogy, community needs, and governmental
organizational structure of the appli-
cant which would obviate the need for or
diminish the usefulness of the planned
project. '

(b) If the Administrator determines
that there is no reasonable likelihood
that the public work, or any portion of
the public work, planned with an ad-
vance will be constructed, liability for re-
payment of the entire advance shall be
terminated.

(c) If the Administrator determines
that a proportionate repayment of an
advance is due and that liability for re-
payment as to the remainder shall be
terminated, such determination shall be
based on the considerations set forth un-
der § 490.34.
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(d) If no construction has been un-
dertaken and the Administrator deter-
mines that there is no reasonable likeli-
hood that the entire public work planned
will be constructed, but that there is rea-
sonable likelihood that a portion there-
of may be undertaken or started in the
future, liability for repayment shall be
terminated in part and shall continue as
to the remainder.
§ 490.37 Termination of agreement.

If the -Administrator determines in
accordance with § 490.36 that there is no
reasonable likelihood that the public
work, or any portion of the public work,
planned with an -advance will be con-
structed, the agreement for such advance
will be terminated.
§ 490.38 Termination of liability as re-

suit of Accelerated Public Works
grant.

If construction of a public work
planned with an advance made under
the Third Advance Planning Program is
initiated as a result of a grant-in-aid
under the Public Works Acceleration
Act, P.L. 87-657, T6 Stat. 541, there shall
be no liability for repayment of such
advance, under subsection 702(g) of the
Housing Act of 1954, as added by sec-
tion 6 of the Public Works Acceleration
Act. If the Administrator determines
that only a portion of the planned proj-
ect has been constructed as a result of
the grant-in-aid assistance, a propor-
tionate amount of the liability shall be
terminated. The determination as to
the amount of liability to be terminated
shall be based upon the proportion that
the scope of the Accelerated Public Works
project as reflected in the approved ap-
plication therefor bears to the scope of
the project planned under the Third Ad-
vance Planning Program.

PART 491-GRANTS FOR ADVANCE
ACQUISITION OF LAND

sec.
491. Definitions.
491.2 Grants for advance acquisition of land.
491.3 Amount of grant.
491.4 Requirements for assistance.
491.5 Diversion of land; repayment of grant.
491.6 Application of other Federal lavw.
491.7 Eligibility of land for other Federal

assistance.
491.8 Information, application forms, and

applications.
A-Hor: The provisions of this Part

491 issued under sec. 7(d), 79 Stat. 670, sec.
705(a), 79 Stat. 492; 42 U.S.C. 3535(d), 42
U.S.C. 3105 (a).

NO0-: 27ow in Revolving Fund for Liqui-
dating Programs (12 U.S.C. 1701g-5).

§ 491.1 Definitions.
(a) "Local public bodies and agencies"

means any public corporate bodies or
political subdivisions; public agencies or
instrumentalities of one or more States
(including public agencies and Instru-
mentalities of one or more municipalities
or other political subdivisions of one or
more States); Indian tribes; or boards
or commissions established under the
laws of any State to finance specific cap-
ital improvement projects.

(b) "Public purpoze3" includes the
construction of public works and facili-
ties; retention of land as open space to
be utilized for recreation, conservation,
scenic, or historic preservation pur-
poses; and other purposes recognized as
public under applicable State law, sub-
ject to such limitations as the Scarctary
may establish.

(c) "Secretary" means the Secretary
of Housing and Urban Development, or
an officer authorized to perform the
functions of the Secretary.

d) "Section 704" means section 704
of the Housing and Urban Development
Act of 1965 (Public Law 89-117). as
amended by section 603 of the Housing
and Urban Development Act of 1003
(Public Law 90-448), 42 U.S.C. 3104
(e) "State" means the several States,

the District of Columbia, the Common-
wealth of Puerto Rico, and the terri-
tories and possessions of the Unitcd
States.

§ 491.2 Grants for advance acquiition
of land.

Grants may be made to States and
local public bodies and agencies to as-
sist in financing the acquisition of a fee
simple estate or other Interest in land
p anned to be utilized In the future for
public purposes.

§ 491.3 Amount of grant.

The amount of any grant may not
exceed the aggregate amount of reazon-
able interest charges on the loans or
other financial obligations incurred by a
State or local public body or agency to
finance the acquisition of such land for a
period not exceeding the leser of (a) 5
years from the date of acquisition of
such land, or Cb) the period of time be-
tween the date on which the land w as
acquired and the date its me begins for
the purpose for which it was acquired.
If all or any portion of the cost of the
land is not financed through borrowings,
the amount of the grant shall be com-
puted on the basis of the agregate
amount of reasonable interest charges
that the Secretary determines would
have been required.

§ 491.4 Requirements for assistance.
(a)-Grant assistance will be made

available only if the Secretary deter-
mines that:

61) The land is planned to be utilized
for a public purpose within 5 years after
the date on which the contract to male
such grant was entered into (unless the
Secretary determines that due to un-
usual circumstances a longer period of
time is necessary and In the public in-
terest and reports such determination to
the Committees on Banking and Cur-
rency of the Senate and House of Rep-
resentatives) ; and

(2) The utlization of the land for
the public purpose will contribute to
economy, efficiency, and the compre-
hensively planned development of the
area.

b) Grant assistance will be made
available only if the applicant poses
adequate legal authority to finance the

acquisition of the land, and demonstrates
that the land will be utilized for the en-
ticipated public purpose within a rea-
sonable period of time (as required by
prgraph (a) (1) of thL section).

§ 491.5 Diversion of lnd; repayment of
grant.

(a) Land acquired with assistanca
under section 704 may not be diverted
from the purpose originally approved
without the approval of the Secret-r-.
No such diversion may be approved un-
less the Secretary finds that it is in ac-
cord with the then applicable compre-
hensive plan for the area. In cases of
diversion of land to other than a public
purpozs the Secretary may require ra-
payment of the grant or substitution of
land of approximately equal fair marhet
value, whichever he dcam- appropriate.

(b) An interim use of the land for a
public or private purpose in accordance
with standards prescribed by the Secre-
tary, or approved by him, shall not con-
stitute a diversion within the meaning of
this section.

§i491.6 Application of oftier Fedoral
laws.

(a) Grants authorized by section 704
are subject to provisions of:

(i) Title VI of the Civil Rights Act of"
1964, 42 U.S.C. 2000d-2000d--4, whIch
provides that no person In the United
States shall, on the ground of race, color,
or national origin, be excluded from par-
ticipation In, or be denied the benefits of,
or be otherwise subjected to discrimi-
nation under any programn or activity
receiving Federal financial as-istance;
and

(2) Title IV of the Housing and Urban
Development Act of 1965, as amended,
42 U.S.C. 3071-3074, which requires that,
as a condition of eligibility for assistance
under section 704, the applicant will fol-
low certain precribed policies in the
acquisition of real property, and also
provides policies to be followed for the
relocation of Individuals and businezes
displaced by the assIsted land acquisition.

(b) An applicant for grant assistance
under section 704 will be required to fur-
nish satisfactory assurance that it will
comply with the requirements and pol-
Icies referred to in pa-graph (a) of this
section.

§ 491.7 Eligiblity of land for otiher
Federal assistance.

To land acquired with as.istance under
section 704 shall, solely as a. result of
such advance acquisition, be considered
ineligible for the purpose of any other
Federal loan or grani program. The
amount of the Purchase price paid for
the land by the recipient of a grant
under section 704 may be considered an
eligible cost for the purpose of such othr
Federalloan or grant program.

S491.8 Information, applicaion fcrar,
and npplications.

Information and application forms
may be obtained from, and applications
may be submitted to, the Regional Office
of the Department of Housing and Urban
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Development which serves the area in
which the applicant is located.

Chapter V-Office of Assistant Secre-
tary for Community Development

Subchapter A-Slum Clearance and Urban
Renewal

Part
500 Renewal assistance.

Subchapler B-Open-Space Land

540 Open-space land.
Subchpater C-Community Facilities

550 Neighborhood facilities.
.A55 Grants for basic public water and

sewer facilities.
556 Evaluation of preliminary applica-

tions for basic water and sewer
-facilities grants.

SUBCHAPTER A-SLUM CLEARANCE AND
URBAN RENEWAL

PART 500-RENEWAL ASSISTANCE
Subpart A-Urban Renewal Projects and Neigh-

borhood Development Programs, Code Enforce-
ment Programs, Demolition Programs; Rehabili-
tation Grants, Interim Assistance Grants, and
Community Renewal Programs

Sec.
500.1 Definitions.
500.2 General policies and procedures.
500.3 Urban renewal projects and neighbor-

hood development programs.
500.4 Code enforcement programs.
500.5 Demolition programs.
500.6 Rehabilitation grants.
600.7 Interim assistance grants.
500.8 Community renewal programs.
500.9 Applications; information.

Subpart B--Relocation Payments
500.100 Statement of applicable law.
500.101 Definitions.
500.102 Relocation payments by the

Agency.
500.103 Basic eligibility conditions--dis-

placement from an urban re-
newal area.

500.103a Basic eligibility conditions-dis-
placement from a code enforce-
ment or demolition grant area.

500.103b Basic eligibility conditions-dis-
placement from an area receiving
interim assistance.

500.103c Eligibility-relocation. adjustment
payment; additional relocation
payment; replacement housing
payment.

500.103d Notice of intention to move.
500.104 Administration of relocation pay-

ments.
500.105 Fixed relocation payments to indi-

viduals and families.
500.106 Determining moving expenses of

business concern.
500.107 Determining actual direct loss of

property.
500.108 Filing of claims.
500.109 Limitations on amount of relocation

payments.
500.110 Determinations in condemnation

proceedings.

Aurorry: The provisions of this Part
600 issued under sec. 7(d), 79 Stat. 670; 42
U.S.C. 3535(d).

RULES AND REGULATIONS.

Subpart A-Urban Renewal Projects
and Neighborhood Development
Programs, Code Enforcement Pro-
grams, Demolition Programs, Re-
habilitation Grants, Interim Assist-
ance Grants, and Community
Renewal Programs

§ 500.1 Definitions.
(a) Title I of the Housing Act of 1949

(63 Stat. 414, 42 U.S.C. 1450) authorizes
the Secretary of Housing and Urban De-
velopment to finance the undertaking of
local programs designed for the elimina-
tion and prevention of slums and blight,
including slum clearance and urban re-
newal, rehabilitation, code enforcement,
and demolition.

(b) The terms used herein shall have
the meanings attributed to them in sec-
tion 110 of the Housing Act of 1949, as
amended, 42 U.S.C. 1460.
§ 500.2 General policies and procedures.

Title I of the Housing Act of 1949, as
amended, authorizes the Secretary of
Housing and Urban Development to pro-
vide localities with Federal technical and
financial assistance through a number of
programs designed for the elimination
and prevention of slums and blight and
the removal of factors that create slums
and blighting conditions. Applications
for grants, loans, and advances should
be filed with the Regional or Area Office
which serves the locality seeking assist-
ance. The Regional and Area Offices of
the Department of Housing and Urban
Development provide forms for making
application for Federal aid, furnish in-
formation and assistance, receive com-
pleted applications, and notify recipients
of the approval of such applications.
§500.3 Urban renewal projects and

neighborhood development pro-
grams.

(a) The renewal and revitalization of
urban areas can be accomplished through
the use of two different methods, urban
renewal projects or neighborhood devel-
opment programs.

(b) Urban renewal projects are carried
out in individual blighted areas. Neigh-
borhood development programs deal with
one or more urban renewal areas which
are to be treated simultaneously. Urban
renewal projects are planned and funded
as one unit; neighborhood development
programs are to be funded in annual
increments with the Government having
the right to terminate at the end of any
year.

(c) Urban renewal projects and neigh-
borhood development programs are
planned and executed by local public
agencies which, depending on State law,
may be separate urban renewal agencies,
local housing authorities, or departments
of local governments. To qualify for Fed-
eral assistance to an urban renewal proj-
ect or a neighborhood development pro-
gram, a community must adopt, and have

certified by the Secretary of Housing and
Urban Development, a workable program
for community improvement designed to
eliminate blight and prevent its recur-
rence. In addition, a local public agency
must make a showing that there Is a
feasible method for the temporary relo-
cation of the individuals and families
displaced from the urban renewal areas
to be treated and must assure the Sec-
retary that there are, or are being pro-
vided, sufficient units, of decent, safe, and
sanitary relocation housing In compara-
ble areas at reasonable rentg. The poli-
cies and procedures applicable to urban
renewal projects are set forth in the
Urban Renewal Handbook (RHA 7200
through RHA 7228) and those applicable
to neighborhood development programs
in the Neighborhood Development Pro-
gram Handbook, RHA 7380 through Ri-IA
7380.

(d) An urban renewal project or a
neighborhood development program as-
sisted under title I may include, in ac-
cordance with the urban renewal plan
for the area, acquisition of land, site
clearance, Installation of streets, utili-
ties, parks, playgrounds, and other im-
provements, restoration and relocation
of structures of historic or architectural
value, carrying out plans for programs
of code enforcement, voluntary repair
and rehabilitation of buildings or other
Improvements, and disposition of ac-
quired land.

(e) The Secretary Is authorized to
make relocation grants to local public
agencies to reimburse them for pay-
ments to individuals, families, and busi-
nesses for their reasonable and neces-
sary moving expenses, for any direct loss
of property resulting from their dis-
placement from an urban renewal area,
and for related payments. The regula-
tions governing such payments may be
found at § 500.100 et seq.

(f) The Secretary is authorized to
make an advance of funds to a local pub-
lic agency (1) for survey and planning
work for a project, (2) to determine the
feasibility of the undertaking of a proJ-
ect or program, and (3) for a General
Neighborhood Renewal Plan outlining
the urban renewal activities proposed in
an area which Is of such size that the
activities may have to be Initiated and
carried out in stages.

(g) For an urban renewal project, the
Secretary is authorized to make one or
more temporary loans to be used by the
local public agency as working capital
in acquiring real estate, cldaring sites
and preparing the project area for re-
development, conservation and/or reha-
bilitation. For a neighborhood develop-
ment program, the Secretary Is author-
ized to make temporary loans for use by
the local public agency for such program
activities as are to be carried out during
an annual Increment of the program,

(h) The Secretary s authorized to
make one or more definitive loans to the
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local public agency, for a period not ex-
ceeding 40 years, when project land is
leased rather than sold to a redeveloper.
A definitive loan must be amortized from
the rental income derived from the land.

(I) The Secretary Is authorized to
make one or more capital grants to a
local public agency not exceeding two-
thirds of the net project or program cost
except that a capital grant may be made
not exceeding three-fourths of the net
project or program cost (1) where the
project is located in a municipality with
a population of 50,000 or less, or (2)
where the project is situated in an offi-
cially designated redevelopment area. A
three-fourths grant is also available for
an urban renewal project (but not one
that is included in a neighborhood de-
velopment program) where the net proj-
ect cost excludes the costs of survey,
planning, administrative, legal, and cer-
tain other expenses. For a neighborhood
development program, the capital grant
is paid annually for the Government's
share of expenses for the year.

(j) The local contribution toward the
cost of the project or program may be
made in the form of cash or noncash
grants-in-aid, such as donations of land,
demolition and removal work, project

- Improvements, historic preservation ac-
tivities, certain expenditures by colleges,
universities and hospitals, or public fa-
cilities that benefit the project.

C) Application for financial assist-
ance for an urban renewal project may
be made by local public agencies on
Form H UD-6100, Survey and Planning
Application, and Form HUD-612, Appli-
cation for Loan and Grant. A neighbor-
hood development program application
may be made on Form HUD-6270, Appli-
cation for a Neighborhood Development
Program.
§ 500.4 Code enforcement programs.

The Secretary is authorized to make a
grant of not exceeding two-thirds (or
three-fourths in the case of a munici-
pality having a population of 50,000 or
less) of the cost of carrying out programs
of concentrated code enforcement in
deteriorated or deteriorating areas in
which such enforcement, together with
those public improvements to be pro-
vided by the locality, may be expected
to arrest the decline of the area. Eligible
code enforcement activities may include
the provision and repair of necessary
streets, curbs, sidewalks, street lighting,
tree planting, and similar improvements
within such areas. Prior to execution of a
contract for a code enforcement grant,
the municipality must have a workable
program for community improvement
currently in effect, must assure that any
individuals or families displaced by the
code enforcement activities are offered
decent, safe, and sanitary housing within
their means, and must provide relocation
assistance and relocation payments on
the same basis as in urban renewal proj-
ect activities. The policies and procedures
applicable to code enforcement programs
are set forth in the Code Enforcement
Grant Handbook, RHA 7250. Application
for financial assistance for a code en-

forcement grant may be made by cities,
other municipalities, and counties on
Form HUD-6170,'Applicaton for Code
Enforcement Grant, and Form HUD-
6170A, Application for Code Enforcement
Grant-Area Data.
§ 500.5 Demolition programs.

The Secretary is authorized to make a
grant of not exceeding two-thirds of the
cost of demolishing structures which un-
der State or local law have been de-
termined to be structurally unsound, a
harborage or potential harborage of rats,
or unfit for human habitation. If the
structures to be demolished are not in an
urban renewal area: (a) the locality in-
volved must have a currently certified
workable program for community Im-
provement and the structures to be de-
molished must constitute a serious haz-
ard to the public health or welfare, (b)
the demolition must be on a planned
neighborhood basis and further the over-
all renewal objectives of the locality, (c)
a program of enforcement of existing
local housing and related codes must be
currently underway in the locality, and
(d) the governing body of the munici-
pality must determine that other avail-
able legal procedures to secure remedial
action by the owners of the structures
involved have been exhausted and that
demolition by governmental action is re-
quired. The locality will be obligated to
assure that any individuals or families
displaced as a result of the federally
assisted demolition are offered decent,
safe, and sanitary housing. Relocation
payments must be made available on the
same basis as in urban renewal project
activities. The policies and procedures
applicable to the demolition program are
set forth in the Demolition Grant Hand-
book, RHA 7300. Cities, other munici-
palities, and counties seeking financial
assistance under this program may ob-
tain information and forms from the
Regional Office which serves the locality
seeking assistance.
§ 500.6 Rehabilitation grants.

The Secretary may authorize a local
public agency to make grants (and an
urban renewal or code enforcement proj-
ect, or neighborhood development pro-
gram may Include the making of such
grants) to Individuals and families own-
ing and occupying real property which is
in urban renewal areas, areas certified by
the locality to contain a substantial num-
ber of structures In need of repairs and
improvements, or areas of concentrated
code enforcement, or real property which
Is determined to be uninsurable because
of physical hazards after an inspection
pursuant to a statewide insurance plan
approved by the Secretary under title
XII of the National Housing Act. Such
grants are to cover the cost of repairs
and improvements necessary to make
such real property conform to public
standards for decent, safe, and sanitary
housing as required by applicable codes
and other requirements of the urban
renewal plan for the area. For an In-
dividual whose annual income does not
exceed $3,000, a grant Is limited to the

lesser of $3,000 or the actual cost of the
repairs and improvements Involved.
Where the annual income of the individ-
ual or family exceeds $3,000, the amount
of the grant Is further limited to an
amount not exceeding that portion of
the cozt of repairs and Improvements
which cannot be paid for with any avail-
able loan that can be amortized as part
of the applicant's monthly housing ex-
pense without requiring that expense to
exceed 25 percent of the applicantAs
monthly Income. Mcal public bodies may
include requests for rehabilitation grant
assistance In their applications for assist-
ance for an urban renewal or code
enforcement project, neighborhood de-
velopment pro-ram or certified area
project. Individuals eligible for financial
assistance under this programa may re-
quest and file Form HUD-6260 with the
local public body authorized to carry
out the project or program involved.
§500.7 Interim assitance grants.

(a) The Secretary is authorized to
make grants not exceeding two-thirds
(or three-fourths in the case of a local-
ity having a population of 50,000 or less)
for a program of interim assistance in
the alleviation of harmful conditions In
slum or blighted areas which are planned
for substantial clearance, rehabilitatioL
or Federally as-isted code enforcement
in the near future. This program may
include: (1) The repair of streets, side-
walks, parks, playgrounds, publicly
owned utilities, and public buildings to
meet needs consistent with the short-
term continued use of the area prior to
the undertaking of contemplated clear-
ance or upgrading activities, (2) the Im-
provement of private properties to the
extent needed to eliminate the most Im-
mediate dangers to public health and
safety, (3) the demolition of structures
determined to be structurally unsound
or unfit for human habitation and which
constitute a public nuisance and serious
hazard to the public health and safety,
(4) the establishment of temporary pub-
lic playgrounds on vacant land within
the area, and (5) the Improvement of
garbage and trash collection, street
cleaning and similar activities.

(b) To be eligible for Interim assist-
ance; (1) the locality must have a cur-
rently certified workable progran for
community improvement and (2) the
locality must make a showing that there
is a feasible method for the temporary
relocation of the individuals and fami-
lie displaced due to activities under an
interim assistance program and must
assure the Secretary that there are, or
are being provided, sufficient units of de-
cent, cafe, and sanitary relocation hous-
ing in comparable areas at reasonable
rents.
§ 500.8 Community renewal programs.

(a) The Secretary Is authorized to
make grants not exceeding two-thirds of
the total cost of preparing a community
renewal program including: (1) Iden-
tification of blighted or deteriorating
areas in the community, (2) measure-
ment of the nature and degree of blight
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and blighting factors in the areas, (3)
determination of the financial, reloca-
tlon and other resources needed to renew
the areas, (4) identification of potential
project areas and types of urban re-
newal action contemplated, and (5)
scheduling of urban renewal activities.

(b) Application for financial assist-
ance under this program may be made
by a local public body authorized to per-
form the necessary planning work on
Form HUD-6400, Application for Com-
munity Renewal Program Grant. The
policies and procedures applicable to
community renewal programs are set
forth in the Community Renewal Pro-
gram Handbook, RHA 7230.
§ 500.9 Applications; information.

(a) A local public agency (or a city,
other municipality, or county in the case
of a code enforcement, demolition grant,
or interim assistance program) applying
for financial assistance should submit
its application and all related documents
to the Regional Administrator in the ap-
propriate HUD Regional Office. Appli-
cation forms and other forms, proce-
dures, policy statements, and materials
Issued by HUD for the use or guidance
of local public agencies may be obtained
through such offices.

(b)- The Urban Renewal Handbook,
which sets out policies and requirements
for local public agencies, may be pur-
chased from the Superintendent of Doc-
uments, U.S. Government Printing Office,
Washington, D.C. 20402 and is available
for use in the HU Information Cen-
ter, 451 Seventh Street SW., Washing-
ton, D.C. 20410, and in the information
centers of the various HUD Regional
Offices.

(c) Also available in each of the in-
formation centers are: (1) Community
Renewal Program Handbook, (2) Code
Enforcement Grant Handbook, (3) Dem-
olition Grant Handbook, and (4)
Neighborhood Development Program
Handbook.

A Subpart B-Relocatlon Payments

§ 500.100 Statement of applicable law.
Section 305 of the Housing Act of 1956

(70 Stat. 1100, 42 U.S.C. 1456) amended
title I of the Housing Act of 1949, as
amended, by adding a new section 106(f),
which provided that title I urban re-
newal projects may include the making
of relocation payments subject to rules
and regulations prescribed by the Hous-
ing and Home Finance Administrator.
Section 106(f) was amended by section
304 of the Housing Act of 1957 (71 Stat.
300), section 409 of the Housing Act of
1959 (73 Stat. 673), and section 304 of
the Housing Act of 1961 (75 Stat. 167).
Section 310 of the Housing Act of 1964
amended title I by adding a new section
114 (78 Stat. 788, 42 U.S.C. 1465) and in-
corporated therein, with additional pro-
visions, the former section 106(f) of title
I, which was repealed (42 U.S.C. 1456
(f)). Section 311(a) of the Housing and
Urban Development Act of 1965 amended
title I by adding a new section 117 (79
Stat. 478, 42 U.S.C. 1468), providing for

grants for programs of code enforcement
and providing that the provisions of sec-
tion 114 shall be applicable to such pro-
grams. Section 404(a) of the Housing
and Urban Development Act of 1965 (79
Stat. 486, 42 U.S.C. 3074) provided that
the provisions of section 114 of title I
were applicable to all .federally assisted
development programs. Section 514 of
the Housing and Urban Development Act
of 1968 (82 Stat. 525, 42 U.S.C. 1468a)
amends title I by adding a new section
118, providing for grants for programs
of interim assistance for slums and
blighted areas and providing that the
provisions of section 114 of title I shall
be applicable to all activities assisted
pursuant to section 118 to the same ex-
tent as If such activities were being car-
ried out as part of an urban renewal
project. Section 516 of the Housing and
Urban Development Act of 1968 (82 Stat.
526, 42 U.S.C. 1465(c)) amends section
114(c) by expanding the relocation pay-
ments provisions applicable to the pro-
grams of the Department.
§ 500.101 Definitions.

For the purpose of the regulations in
this subpart, the following terms shall
mean:

(a) Actual direct loss of property.
Actual loss in the value of the property
(exclusive of goods or other inventory
kept for sale) sustained by the site occu-
pant by reason of the disposition or
abandonment of the property resulting
from the site occupants displacement.
A loss resulting from damage to the
property while being moved Is not
included.

(b) Agency. (1) In an urban renewal
area, the LPA, (2) in a code enforcement
area or demolition grant area, the code
agency, or (3) in an area receiving in-
terim assistance, the city, other munic-
ipbality, or county.

(0) Business concern. A corporation,
partnership, individual, or other private
entity, including a nonprofit organiza-
tion, engaged in some type of business,
professional,- or institutional activity
necessitating fixtures, equipment, stock
in trade, or other tangible property for
the carrying on of the busines, profes-
sion, or institution.

(d) Code agency. A city, other mu-
nicipality, or county authorized to en-
gage in code enforcement activities in
the locality.

(e) Code enforcement. Structural or
other substantial repairs to, or alter-
ations of, any building or other improve-
ment on land, the demolition of any
building or Improvement, or a reduction
in the number of occupants of, or any
other change in the use of, any parcel of
real property, pursuant to the require-
ments of, or to comply with a notice by
a municipality of enforcement of, a
zoning, building, or other municipal code
or ordinance.

(f) Cod enforcement area. An area
which HUD has approved under section
117 of Title I for a program of concen-
trated code enforcement and public
Improvements.

(g) Demoltion grant arce,. An area
which HUD hac approved under section
116 of Title I for a progrvan of demoli-
tion of structurm which are structurally
unsound or unfit for human habitatlon.

(h) Family. Two or more persons re-
lated by blood, marriage, or adoption,
who are living tcgether in a single dwell-
Ing unit.

(i) Federal financiaZ assistanco con-
tract. (1) A contract for a loan, a grant,
or a loan and grant, between the Federal
Government and the WA for an urban
renewal proJeat, executed on or after
August 7, 1956; or

'(2) A contract for n grant for a pro-
gram of concentrated code enforcement
and public improvemento between the
Federal Government and the code agen-
cy; or

(3) A contract for a grant for the
demolition of unsafe structures between
the Federal Government and the code
agency;

(4) A contract for a grant for Interim
assistance to slums or blighted areas be-
tween the Federal Government and the
city, other municipality, or county.
whichever Is pertinent in the context.

(j) HUD. (1) Prior to November 9,
1965, the Housing and Home Finance Ad-
ministrator; or (2) on and after Novem-
ber 9, 1965, the Housing and Homo Fi-
nance Administrator in the Department
of Housing and Urban Development
pending appointment of the Secretary
of Housing and Urban Development, and
thereafter the Secretary of Housing and
Urban Development; or (3) an employee
duly authorized to perform the functions
of such Administrator or Secretary.

(k) Individual. A person who Is not a
member of a family. An elderly Individual
is an Individual 62 years of age or over
at the time of displacement. A handi-
capped individual is an ndividual who
has a physical impairment which Is ex-
pected to be of long-continued and in-
definite duration and which substantially
Impedes his ability to live independently,

(1) LAP. A Local Public Agency au-
thorized to undeitake an urban renewal
project being assisted under Title I.

(m) Moving expenses. (1) Indivitdu-
als and families. Costs of packing, stor-
ing (for a period of 1 year or le:),
carting, and insuring of property and
incidental costs of disconnecting and
reconnecting household appliances,

(2) Business concerns. Costs of dis-
mantling, crating, storing (for a period
of 1 year or less), transporting, Insuring,
reassembling, reconnecting, and rein-
stalling of property (including goods or
other inventory kept for sale), exclusive
of the cost of any additions, improve-
ments, alterations, or other physical
changes in or to any structure In con-
nection with effecting such reassembly,
reconnection, or reinstallation.

(n) Property. Tangible personal prop-
erty, excluding fixtures, equipment, and
other property which under State or
local law are considered real property,
but Including such Items of real property
as the site occupant may lawfully re-
move.
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(o) Public body. A State, county,
municipality, or other political subdivi-
sion, or an authority or agency which Is
a public legal entity.

(p) Relocation Payment. A payment
by an Agency:

(1) To an individual or family, for
reasonable and necessary moving ex-
penses and any actual direct loss of
property (for which reimbursement or
compensation is not otherwise made);

(2) To a business concern for its rea-
sonable and necessary moving expenses
and any actual direct loss of property ex-
cept goodwill or profit (for which reim-
bursement or compensation is not other-
wise made):

(3) To a small business concern, for
its displacement (small business dis-
placement payment)-;

(4) To or on behalf of a family or
elderly individual for relocation adjust-
ment prior to August 1, 1968 (relocation
adjustment payment); or to or on behalf
of a family or elderly or handicapped in-
-dividual on or after August 1, 1968 (addi-
tional relocation payment).

(5) To an individual, family, or busi-
ness concern for settlement costs (for
which reimbursement or compensation
is not otherwise made).

(6) To a family or individual to assist
an owner-occupant of a one- or two-
family dwelling in the purchase and oc-
cupany of a replacement dwelling on or
after August 1, 1968 (replacement hous-
Ing payment).

(q) Settlement costs. (1) Recording
fees, transfer taxes, and similar expenses
incidental to conveying real property to
the Agency:

(2) Penalty costs for prepayment of
any mortgage encumbering such real
property; and

(3) The pro rata portion of real prop-
erty taxes allocable to a period subse-
quent, to the date of vesting of title, or
the effective date of the acquisition of
such real property by the Agency, which-
ever is earlier.

r) Site occupant. A family, individ-
ual, or business concern, as defined above.

(s) Small business concern. A busi-
ness concern (other than a nonprofit
organization) which during the base pe-
rod had:

(1) Average annual net earnings
before income taxes of less than $10,000;
and

(2) In the case of displacements prior
to June 15, 1966, average annual gross
receipts or sales in excess of $1,500; or
in the case of displacements on and after
June 15, 1966, average annual gross
receipts or sales in excess of $1,500
together with average annual net earn-
ings before income taxes in excess of
$500, or average annual gross receipts
or sales in excess of $2,500.
Earnings for the purpose of this para-
graph(s) include salaries, wages, or
other compensation received by an
owner of the concern or any member of
his household related to him. The term
"owner" as used in the previous sentence
includes the sole proprietor in a sole
proprietorship, the principal partners in

RULES AND REGULATIONS

a partnership, and the principal stoc!-
holders of a corporation, as determined
byHID.

t) Title I. Title I of the Housing
Act of 1949, as amended (42 U.S.C. 1450
et seq.).

(u) Urban renewal area. An area
which HUD has approved for an urban
renewal project.

v) Urban renewal plan. A duly ap-
proved plan, as it exists from. time to
time, for an urban renewal project.

Cw) Urban renewal project. Under-
takings and activities of an LPA In an
urban renewal area for the elimination
and prevention of the development or
spread of slums or blight as defined In
Title L

x) Voluntary rehabilitation. Struc-
tural or other substantial repair to, or
alterations of, any building or other Im-
provement on land within an urban re-
newal area, undertaken by an owner of
any Interest in such real property, In
order to conform to the property rehabil-
itation standards set forth in the urban
renewal plan.

(y) Base period. The 2 tax years im-
mediately preceding displacement (or, if
the business concern Is not In business
that long, such other period as may be
approved by HUD): Provided, That If a
business concern does not qualify as a
small business concern under paragraph
(s) (i) of this section based upon the 2
tax years Immediately Preceding dis-
placement and the Agency finds that Its
business activity during such period was
not representative, the base period shall
be the third and fourth tax years Im-
mediately preceding displacement.

Cz) Interim assistance area. An area
which HCUD has approved for a grant
designed to assist the locality in carrying
out programs to alleviate harmful con-
ditions in slums or blighted areas, as
provided for In section 118 of title I (42
U.S.C. 1468a).
§ 500.102 Relocation payments by the

Agency.
The Agency shall make relocation pay-

merits to or on behalf of eligible site
occupants in accordance with and to the
full extent permitted by the regulations
in this subpart: Provided, That for each
Federal financial assistance contract the
Agency may elect whether to make pay-
ments for moving expenses in excess of
$25,000 in accordance with § 500.109
Ca) (2).
§ 500.103 Basic eligibility conditions--

displacement from an urban renewal
area.

(a) Displacement. A site occupant is
eligible for a relocation payment if the
displacement of the site occupant Is:

(1) From real property within the
urban renewal area, on or after the date
of execution of the pertinent Federal
financial assistance contract, or the date
of HUD approval of a budget for project
execution activities resulting in the dis-
placement (provided that In the latter
case a Federal financial assistance con-
tract for such contemplated project Is
thereafter executed) ; and
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(2) Made necessary by (i) the acquii-
tion of such real property by the LPA,
or- any other public body, or Cii) code
enforcement activities undertaken in
connection with the urban renewal proj-
ect, or I1) a program of voluntary
rehabilitation of buildings or other im-
provements in accordance with the urban
renewal plan, as further defined in para-
graphs C) and (c) of this section.

Cb) Displacement made necessary by
acquisition. A site ccupant of the
property on the date of execution of a
Federal fnancal asistance contract (or
HUD concurrence, prior to its approval
of an Application for Loan and Grant,
in the commencement of a project execu-
tion activity) which contemplates ae-
quIsition of the property, regardless of
when or If such acquisition takes place,
and a site occupant of the property at
the time of Its acquisition may be deemed
displaced by the acquisition upon vacat-
Ing the property. For this urposce,
acquisition means the obtaining by the
LPA or other public body of title to, or
the right to possession of, the real prop-
erty. This paragraph (b) shall apply to
a site occupant displaced on or after
January 27,1964, but shall not affect ad-
versely, In the case of a site occupant
displaced prior to January 13,1965, ellgi-
bility established In accordance with
regulations in effect at the time of the
site occupant's displacement.

c) Displacement made necessary by
code enforcement or voluntary rehabili-
tation. The vacating by the site occi-
pant of the real property after the
happening of any of the following events
shall be deemed to be a displacement
from the urban renewal area made nec-
essary by code enforcement or voluntary
rehabilitation, as the case may be:

(1) In the case of voluntary rehmbl-
tation, the commencement of, or notice
by the owner of the real property of the
commencement of, voluntary rehabilita-
tion of the building or other improve-
ment. or the part thereof, occupied by
the site occupant which makes It neces-
sary (as determined by the LPA) for the
site occupant to vacate the real property.

(2) In the case of code enforcement,
the commencement of, or notice by the
code agency of, code enforcement, with
respect to the real property, or the part
thereof, occupied by the site occupant
which makes it necessary (as determined
by the LPA) for the site occupant to
vacate the real property.

(3) In the case of either voluntary
rehabilitation or code enforcrment, an
Increase, or a notice of increase, in rent
for the rent period involved amounting
to not less than 25 percent In the case of
a business concern and not less than 10
percent In the case of an individual or
family: Provided, That In the ca of an
individual or family the increase shall
also result in a rent exceeding the stand-
ards established by the LPA for dis-
placees' ability to pay.

(d) Small business displacement pay-
ment. A small business concern which
satisiles the eligibility conditions of pera-
graph (a) of this section is eligible for
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a small business displacement payment
If the concern:

(1) Is displaced on or after January
27, 1964;

(2) Is not part of an enterprise having
two or more establishments outside the
urban renewal area;

(3) Has filed with the Internal
Revenue Service income tax returns for
the base period; or has furnished such
other evidence of earnings as may be
approved by HUD; and

(4) Was doing business In the urban
renewal area on the date of the approval
by the governing body of the locality of
an urban renewal plan: Provided, That
if the displacement occurs pursuant to a
Federal financial assistance contract In
accordance with the third sentence of
Eection 102(a) of Title I (Early Land Ac-
quisition Loan), the applicable date shall
be the date of the approval by the gov-
erning body of the locality of an applica-
tion for such contract, and if the dis-
placement occurs pursuant to HEJD
approval of a budget for project execu-
tion activities, the applicable date shall
be the date of the resolution by the LPA
requesting HUD approval of such project
execution activities.

(e) Outdoor advertising display. A
business concern which is not displaced
from an urban renewal area shall be
eligible for a relocation payment for mov-
ing expenses Incurred on or after Sep-
tember 2, 1964, with respect to Its out-
door advertising displays required in the
determination of the LPA to be removed
from the urban renewal area.

(f) Temporary on-site moves. No re-
location payment shall be made to a site
occupant for a temporary move within
the urban renewal area.

§ 50.103a Basic eligibility conditions--
displacement from a code enforce-
ment or demolition grant area.

(a) Displacement. A site occupant is
eligible for a relocation payment if the
displacement is:

(1) From real property within the
code enforcement or demolition grant
area on or after (I) the date of execution
of a Federal financial assistance con-
tract, or (i) the date of HUD approval
of a budget for a program of concen-
trated code enforcement, or (hi1) the
date of HUD approval of an application
for a demolition grant: Provided, That
in the case of approval of such budget
or application a Federal financial assist-
ance contract Is thereafter executed for
the area; and

(2) Made necessary by (I) code en-
forcement activities, as further defined
In paragraph (b) of this section, (Qi) ac-
quisition of real property by the code
agency or any other public body in con-
nection with a federally assisted program
of concentrated code enforcement and
public improvement as further defined in
paragraph (c) of this section, or (Iil)
demolition activities as further defined
in paragraph (d) of this section.

(b) Displacement made necessary by
code enforcement. The displacement of
a site occupant from a code enforcement
area is deemed made necessary by code
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enforcement if the vacation of the real
property occurs on or after the com-
mencement of code enforcement, or the
receipt of notice by the site occupant that
code enforcement will be required, with
respect to the real property occupied by
the site occupant under either of the
following circumstances:

(1) The code enforcement cannot rea-
sonably be undertaken without the vaca-
tion of the real property by the site occu-
pant and the code agency so determines
in accordance with § 500.104(e) (2) ; or

(2) In the case of a tenant, the owner
has increased the rent, or has notified the
tenant of an increase in rent, amounting
to not less than 25 percent in the case of
a business concern and not less than 10
percent in the case of an individual or
family:
Provided, That in the case of an individ-
ual or family the increase shall also re-
sult in a rent exceeding the standards
established by the code agency for dis-
placees' .ability to pay.

(c) Displacement made necessary by
acquisition. The displacement of a site
occupant from a code enforcement area
is deemed made necessary by acquisition
if the vacation of the real property oc-
curs after the code agency or other
public body acquiring legal or equitable
title or the right to possession has
ordered the site occupant to vacate the
real property.

(d) Displacement made necessary by
demolition. The displacement of a site
occupant from a demolition grant area is
deemed made necessary by demolition
f the vacation of the real property oc-

curs after the code agency has ordered
the real property to be vacated and
demolished.

(e) Small business displacement pay-
meat. A small business concern which
satisfies the eligibility conditions of par-
agraph (a) of this section is eligible for
a small business displacement payment
if the concern:

(1) Is not part of an enterprise having
two or more establishments outside the
code enforcement or demolition grant
area;

(2) Satisfies the requirements of
§ 500.103(d) (3) governing evidence of
earnings; and

(3) Was doing business In the code
enforcement or demolition grant area
on the date of approval by the code
agency of an application for a Federal
financial assistance contract for the
area.

(f) Outdoor advertising display-code
enforcement area. A business concern
which is not displaced from a code en-
forcement area shall be eligible for a
relocation payment for moving expenses
with respect to its outdoor advertising
displays required, in the determination
of the code agency, to be removed from
the code enforcement area by the ac-
quisition of real property in connection
with a federally assisted program of con-
centrated code enforcement and public
Improvements.

(g) Temporary on-site moves. No re-
location payment shall be made to a site
occupant for a temporary move within

the code enforcement or demolition
grant area.
§ 500.103b Basic eligibility condhtionr--

displacement from an area rcceivlng
interim asobtance.

(a) Displacement. A site occupant i
eligible for a relocation payment if the
displacement is:

(1) From private real property within
the interim assistance area on or after
the date of execution of a Federal fl-
nanclal assistance contract or the date of
HUD approval of a budget for a program
of interim assistance: Provided, That
in the latter case a Federal financial a-
sistance contract is thereafter executed
for the area; and

(2) Made necessary by () activities
designed to improve private properties
to the extent needed to eliminate the
most immediate dangers to tho public
health and safety, as further defined in
paragraph (b) of this section, (11) ac-
quisition of real property by the Agency
in connection with a federally assisted
program of improvement of privato
properties, as further defined in para-
graph (c) of this section, or (i) demo-
lition of structures determined to be
structurally unsound or unfit for human
habitation, and which constitute a public
nuisance and serious hazard to the pub-
lic health and safety, as further defined
in paragraph (d) of this section.

(b) Displacement made necessary by
improvement of private properties. The
displacement of a site occupant from an
interim assistance area is deemed made
necessary by improvement of private
properties if the vacation of the privato
real property occurs on or after the com-
mencement of improvement aotivitiet, or
the receipt of notice by the site occupant
that improvements will be required with
respect to the private real property oc-
cupied by the site occupant, and if:

(I) The Improvement Is necessary to
eliminate the most Immediate dangers to
public health and safety and the Agency
so determines, and the improvement can-
not reasonably be undertaken without
the vacation of the real property by the
site occupant and the Agency so deter-
mines in accordance with § 500.104(o)
(3) ; or

(2) In the case of a tenant, the owner
has increased the rent, or has notified the
tenant of an increase in rent, amounting
to not less than 25 percent In the ease of
a business concern and not less than 10
percent In the case of an individual or
family: Provided, That in the case of an
individual or family the Increase shall
also result in a rent exceeding the stand-
ards established by the city, other mu-
nicipality, or county for displacees' abil-
ity to pay.

(c) Displacement made necdssary by
acquisition. The displacement of a site
occupant from an interim assistance area
is deemed made necessary by acquisition
if the vacation of the real property oc-
curs after the Agency has acquired legal
or equitable title or the right to posses-
sion and has ordered the site occupant to
vacate the real property.
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(d) Displacement made necessary by
demolition of unfit structures. The dis-
placement of a site occupant from an in-
terim assistance area Is deemed made
necessary by demolition of unfit struc-
tures if the vacation of the real property
occurs under the following circum-
stances: (1) The structures occupying
the real property -are structurally un-
sound or unfit for human habitation and
constitute a public nuisance and serious
hazard to the public health and safety,
and the Agency has so determined; and
(2) the vacation of the real property oc-
curs after the Agency has ordered the
real property to be vacated and
demolished.

(e) Small business displacement pay-
ment. A small business concern which
satisfies the eligibility condition of para-
graph (a) of this section is eligible for a
small business displacement payment if
the concern:

(1) Is not part of an enterprise having
two or more establishments outside the
interim assistance area;

(2) Satisfies the requirement of
§ 500.103(d) (3) governing evidence of
earnings; and

(3) Was doing business In the interim
assistance area on the date of approval
by the city, other municipality, or county
of an application for a Federal financial
assistance cbntract for the area.

(f) Temporary on-site moves. No relo-
cation payment shall be made to a site
occupant for a temporary move within
the interim assistance area.
§ 500.103c Eligibility-relocation ad-

justment payment; additional reloca-
tion payment; replacement housing
payment.

(a) Relocation adjustment payment.
A family or elderly individual who satis-
fies the eligibility conditions of § 500.103
(a) (displacement from an urban renewal
area) or § 500.103a(a) (displacement
from a code enforcement or demolition
grant area) prior to August 1, 1968, is
eligible for a relocation adjustment pay-
ment if the site occupant:

(1) Is unable to secure a suitable
dwelling unit in (D a low-rent housing
project assisted under the United States
Housing Act of 1937, as amended, 42
U.S.C. 1401 et seq. (or a State or local
program found by HUD to have the
same general purposes) or (ii) a dwelling
unit assisted under section 101 of the
Housing and Urban Development Act of
1965 (12 US.C. iT01s(a));

(2) Has moved to a decent, safe, and
sanitary dwelling; and

(3) In the case of an urban renewal
area is displaced on or after January 27,
"1964.

(b) Additional relocation Payment. A
family or elderly or handicapped In-
dividual who satisfies the eligibility re-
quirements of § 500.103(a) (displacement
from an urban renewal area), § 500.103a
(a) (displacement from a code enforce-
ment or demolition grant area), or § 500.-
103b(a) (displacement from an Interim
assistance area), on or after August 1,
1968, is eligible for an additional reloca-
tion payment if the site occupant:

(1) IT unable. to recure a suitable
dwellingin () alow-renthousing project
assisted under the United States Housing
Act of 1937, as amended, 42 U.S.C. 1401
et seq. (or a State or local program found
by HUD to have the same general pur-
poses) or (IW a dwelling unit assisted
under section 101 of the Housing and
Urban Development Act of 1965 (12
U.S.C. 1701s(a));

(2) Has moved to a decent, safe, and
sanitary dwelling:
Provided, That an additional relocation
payment not to exceed $500 in the first
12 months and $500 in the second 12
months may be made on a lump-sum
basis or other than a monthly basis in
cases in which other than monthly pay-
ments are determined warrnted by
HElD.

(c) Replacement housing payment. A
family or individual who satisfies the
eligibility conditions of § 500.103(a) (dis-
placement from an urban renewal area),
§ 500.103a(a) (1) (displacement from a
code enforcement or demolition grant
area), or § 500.103b(a) (1) (displacement
from an interim assistance area), on or
after August 1, 1968, is eligible for a re-
placement housing payment If the site
occupant:

(1) Is the owner of the real property
acquired for a project assisted under
title I;

(2) Has occupied a single- or two-
family dwelling located on the real prop-
erty for not less than 1 year prior to the
initiation of negotiations for the aequisi-
tion of the property;

(3) Does not receive the additional
relocation payment provided for by
§ 500.103c(b);

(4) Purchases and occupies a replace-
ment dwelling within 1 year subsequent
to the date on which he Is required to
move from the dwelling acquired for the
project; and

(5) Does not receive a payment par-
suant to the State law of eminent domain
determined by E to have substantially
the same purpose and effect as would a
replacement housing payment and to
be a part of the cost of the project for
which Federal financial aslstsnce is
available.
§ 500.103d Notice of intention to move.

Except as provided in this cection,
no relocation payment for moving ex-
penses or actual direct los of property
and no small business displacement Pay-
ment shall be made to a busin concern
unless Ca) the Agency has received. at
least 30 days but not earlier than 90
days prior to the moving date, written
notice from the business concern of Its
intention to move or dispoze of the prop-
erty, which shall be described generally
in the notice, and the date of such In-
tended move'or disposition, and (b) the
business concern has permitted, at all
reasonable times, the Inspection by or on
behalf of the Agency of such property
at the site from which the busine
concern is displaced. For the purpoza
of this section, "moving date" shal
mean the date on which the first Item of

such property is intended to be moved
or disposed of. The Agency may make
a relocation Payment notwithstanding
nonreceipt of such timely notice only if
the Agency has determined that there
was reasonable cause for the failure of
the business concern to give such notfca,
and the Agency has adequately v6rified
the facts pertaining to the move or dis-
position and the reques-ted relocation
payment,
§ 500.10.1 Admin itration of relocation

payments.

(a) Conditions for relocation Payment.
The Agency (or, If the Agency is tha
municipality, the board or commission.
responsible for carrying out the federally
asssted activitie3 or, If there is no such
board or commison, the principal ez-
ecutive officer of the municipality) shall
approve a schedule (Form HUD-6148) of
average annual ros rentals for stand-
ard housing in the locality for determin-
Ing the amount of relocation adjustment
payments and additional relocation pay-
ments in accordance with §§ 500.109(b)
(2) and (3), and a separate schedule
(Form HUD-6155) for determining the
average price of standard sales housing
in a locality, and any other conditions
under which the Agency will make re-
location payments. The schedule3 and
conditions shall be consistent with the
regulations In this subpart and shall b
available in written form to site cc-
cupants In the ounce of the Agency.

b) Notic to site occupants. The
Department shall furnish all site occu-
pants, who occupy property within an
urban renewal area (or the area of the
Federally asisted activites) and who are
anticipated to be displaced, with a notice
or informational statement advising the
site occupant of (1) the availability of re-
location payments to eligible site oc-
cupants, and (2) the office where the
conditions under which relocation pay-
ments wM be made are available for
Inspection.

Wc Action on claimyr-finalit y. The
Agency Is Initially responsible for de-
termining the eligibility of a claim for,
and the amount of, a relocation payment
and shall maintaWri In its fliae complete
and proper documentatfon supportingthe
determination. The determination on
each claim shall be made or approved
either by the governing body of the
Agency or by the principal executive
offlcer of the Agency or his duly au-
thorized deslgnee. The determination
by the Agency or any redetermina-
tion by HUD shall be final and conclusive
with respect to the rights of any site oc-
cupant, and not subject to redetermina-
tion by any court or any other offcer.
Subject to the requirements of thLs para-
graph (c), the Agency may permit a
third-party contractor responsible for
relocation activities to examfn and rec-
ommend action on a clairm and to dis-
burme funds In payment of a claim which
h- been approved by the Agency.

(d) Prompt payment. A relocation
payment shall be made by the Agency
as promptly as possilbe after a site occu-
panVs eligibility has been determined
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in accordance with the regulations In
this subpart.

(e) Certain determinations. (1) No
claim based upon acquisition of real
property by a public body other than the
Agency shall be approved unless the
Agency shall have determined that the
claimant was displaced by the acquisi-
tion or in contemplation thereof. The
determination shall be supported by a
signed statement from the public body
indicating (1) when It acquired or pro-
poses to acquire the property occupied by
the claimant, and (i) whether it com-
pensated or has agreed to compensate
the claimant for m6ving expenses, actual
direct loss of property, or settlement
costs resulting from the displacement.

(2) No claim based upon code enforce-
ment or voluntary rehabilitation shall be
approved unless the Agency shall have
determined that the claimant was dis-
placed by such activities. The determina-
tion shall be supported by a statement by
the Agency giving the factual basis on
which the determination was made.

(3) No claim based upon interim as-
sistance involving improvement to pri-
vate properties shall be approved unless
the Agency shall have determined that
the claimant was displaced by such ac-
tivities. The determination shall be sup-
ported by a statement by the Agency giv-
ing the factual basis on which the deter-
mination was made.

(f) Agency setoff against claim. The
Agency may setoff against the claim of
an otherwise eligible site occupant any
financial claim the Agency may have
against the site occupant arising out of
the use of the real property. •

(g) Approval by HUD-business con-
cerns. No relocation payment for mov-
ing expenses or settlement costs, or both,
In excess of $10,000 shall be made without
approval by HUD.

(h) Reimbursement of relocation pay-
ments. Relocation payments made in
accordance with the regulations in this
subpart and pursuant to a Federal finan-
cial assistance contract are reimbursable
in full to the Agency as a Title I grant.

(I) Accounts and records. Accounts
and records shall be maintained as pre-
scribed by HD and shall be subject to
inspection or audit at all reasonable
times by HUD. Records pertaining to
eligibility of relocation payments, in-
cluding all claims, receipted bills or other
documentation in support of a claim, and
records pertaining to action on a claim,
shall be retained by the Agency for not
less than 3 years after the completion
of the urban renewal project or the- other
Federally assisted activities.
§ 500.105 Fixed relocation payments to

individuals and families.
(a) Schedule of fixed payments. An

Agency intending to pay fixed amounts
in lieu of payments for reasonable and
necessary moving expenses and actual
direct loss of property of eligible indi-
viduals and families shall prepare a
schedule of the fixed amounts which it
proposes to pay. The schedule shall con-
tain a statement indicating that the
Agency intends to permit eligible indi-
viduals and families to claim reimburse-

ment for their actual moving expenses
and actual direct loss of property.

(b) Schedule provisions.' (1) A pro-
posed schedule of fixed payments to eli-
gible individuals and families owning
furniture shall provide for a graduated
scale of payments related to the number
of all rooms occupied by the claimant ex-
cept bathrooms, hallways, and closets,
which payments shall not exceed the
lowest normal charge for carting ex-
penses for the average time required to
move personal effects: Provided, That In
any event the payments shall not exceed
the maximum reimbursment to eligible
individuals or families provided in the
regulations in this subpart.

(2) Fixed payments to eligible indi-
viduals or families not owning furniture
shall not exceed: (i) $5 for any individ-
ual, (1i) $10 for any family.

(c) Administration of fixed payments.
Eligible individuals or families may be
paid the amount provided In the schedule
of fixed payments approved by HUD,
upon receipt of a properly completed
claim. A fixed payment shall be in full
settlement for the claimant's moving ex-
pense and any actual direct loss of prop-
erty. If the joint occupants of a single
dwelling unit at the project site move to
two or more locations and consequently
submit more than one claim, an eligible
claimant for a fixed payment may be
paid only his reasonable prorated share
(as determined by the Agency) of the
total fixed payment applicable to such
dwelling unit, and the total of fixed
payments made to all such claimants
moving from such dwelling unit shall not
exceed the total fixed payment applicable
to such dwelling unit.
§ 500.106 Determining moving expenses

of business concern.
(a) Submission of bids prior to mov-

ing date. No claim for a relocation pay-
ment for moving expenses in excess of
$500 shall be allowed for costs incurred
by a business concern on or after April 1,
1965, unless the concern has submitted to
the Agency, at least 15 days prior to
the commencement of the move, a bid
from three reputable firms covering the
moving costs involved. Whenever it is
not feasible to obtain three bids for any
category of work, a lesser number of bids
shall be submitted, together with a writ-
ten Justification by the concern; and no
relocation payment shall be allowed in
such cases unless the Agency has ap-
proved the justification. The Agency,
with HU= concurrence, may waive any
requirement of this paragraph (a) for
good cause.

(b) Payment not to exceed low bid.
Payment to a business concern for mov-
ing expenses shall not exceed the amount
of the low bid submitted in accordance
with paragraph (a) of this section unless
the bid requirement has been waived In
accordance with paragraph (a) of this
section.
§ 500.107 Determining actual direct loss

of property.
(a) The amount of actual direct loss

of any item of property claimed shall be
determined as follows:

(1) The fair market value of the prop-
erty for continued use at Its location prior
to the displacement shall be ascertained
by the claimant by an appraisal satisfac-
tory to the Agency, except as provided
in subparagraph (2) of this paragraph.

(2) If the value of the property for
which actual direct loss is claimed doc's
not warrant the expenses of an appraisal
then Its fair market value for such con-
tinued use shall be computed as follows:
The original cost of the Item to the
claimant (exclusive of installation cost),
multiplied by the figure obtained by di-
viding the period of the remaining useful
life of the property at the date of re-
moval, by the period of the normal useful
life of the property at the date of Its
acquisition by the claimant.

(3) The property shall be disposed of
by a bona fide sale (as determined by tho
Agency) at the highest price offered
after reasonable efforts have been made
over a reasonable period of time to In-
terest prospective purchasers. A trade-
In of the property may be considered a
bona fide sale, and the trade-in allow-
ance, exclusive of any amount of discount
that would be allowed on the price of the
property being acquired in the absence of
the trade-in, shall be deemed the amount
realized upon the sale of the property.

(4) If the amount realized from the
sale, after deducting ordinary and rea-
sonable expenses of the sale, Is less than
the fair market value for such continued
use, the difference between the net
amount realized and the fair markot
value is the amount of actudl direct los
of the property. Expenses of sale include
such Items as sale commissions, auc-
tioneer's fees, advertising costs, and sin-
ilar charges.

(b) If a bona fide sale Is not effected
because no offer is received for the prop-
erty, after reasonable efforts have been
made over a reasonable period of time
to sell it, then its fair market value for
continued use, ascertained as provided in
this section, Is the amount of actual di-
rect loss of the property.

(c) Cost of appraisals: The cost of ap-
praisals to determine actual direct loss
of property, if made by or In behalf of
the claimant, is not allowable as part of
a claim.
§ 500.108 Filing of claiin.

(a) Form of claim. To obtain a relo-
cation payment, a site occupant shall
file a written claim with the Agency
on the appropriate HUD forms.

(b) Documentation in support of
claim. A claim shall be supported by the
following:

(1) If for moving expenses, except In
the case of a fixed payment, a receipted
bill or other evidence of such expenes.
By prearrangement between the Agency,
the site occupant, and the mover, con-
firmed in writing by the Agency, the
claimant may present an unpaid moving
bill to the Agency, and the Agency may
pay the mover directly.

(2) If for actual direct loss of prop-
erty, written evidence thereof, which
may include appraisals, certified prices,
copies of bills of sale, receipts, canceled
checks, copies of advertisements, offers
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to sell, auction records, and such other
records as may be appropriate to support
the claiLm.

(3) In any other case, such documen-
tation as may be required by the Agency,
which may include income tax returns,
withholding or Informational statements,
and proof of age.

(a) -Time for filing claims. A claim for
moving expenses, actual direct loss of
property, or a small business displace-
ment payment shall be submitted to the
Agency within a period of 6 months after
the displacement of the claimant. A
claim for settlement costs shall be sub-
mitted within 6 months after the costs
have been incurred. A claim for a reloca-
tion adjustn1ent payment or for an addi-
tional relocation payment shall be sub-
mitted within a period of 60 days after
the displacement of the claimant. A claim
for a replacement housing payment shall
be submitted within 18 months after the
displacement of the claimant. -

(1) Displacement prior to January 13,
1965. Notwithstanding the first two
sentences of the introductory text of this
paragraph (c), a claim for relocation
adjustment payment or for a small busi-
ness displacemint payment by a claimant
displaced from an urban renewal area
on or after January 27, 1964, and prior to
January 13, 1965, shall be submitted
within a period of 60 days of the last
published or other notice by the LPA of
the availability of such payments.

(2) Waivers. The time limitations in
this paragraph (a) nay be waived by the
Agency for good cause, with HM con-
currence, in the case of a claimant dis-
placed on or after January 27,1964.
§ 500.109 Limitations on amount of re-

location payments.
(a) Moving expenses and loss of prop-

erty-(l) Maximum amount--ndivid-
uaZs or families.- The maximum reloca-
tion payment that may be made or
recognized for moving expenses and ac-
tual direct loss of property, for which
reimbursement or compensation is not
otherwise made, to an individual or
family shall not exceed $100 with respect
to moving expenses incurred and actual
direct loss df property suffered prior to

-September 23, 1959, and $200 with re-
spect to such expenses incurred and loss
suffered on or after September 23, 1959.
The maximum relocation payment that
may be made or recognized for moving
expenses and actual direct loss of prop-
erty, for which reimbursement or com-
pensation is not otherwise made, to two
or more unrelated Individuals occupying
the same dwelling unit shall not exceed
$200.

(2) MaximurA amount-busness con-
cerns. The maximum relocation pay-
ment that may be made or recognized In
the case of a business concern for inov-
ing expenses and actual direct loss of
property, for which reimbursement or
compensation Is not otherwise made,
shall not exceed $2,000 with respect to
moving expenses incurred or direct loss
of property suffered prior to July 12,
1957, or $2,500 with respect to moving

expenses incurred or direct loss of prop-
erty suffered between July 12, 1957, and
September 22, 1959, both dates inclusive,
or $3,000 with respect to moving expen3
incurred or direct loss of property suf-
fered on or after September 23, 1959. If
the total of the actual moving expenses
incurred on or after June 30, 1061, and
prior to October 2, 1962, is greater than
$3,000, the maximum relocation payment
that may be made or recognized in the
case of a business concern, for which re-
imbursement or compensation is not
otherwise made, shall be the total of
such actual moving expenses. If the
total of the actual moving expenses in-
curred on or after October 2, 1902, and
prior to August 12, 1965, Is geter than
$3,000, the maximum relocation payment
that may be made or recognized in the
case of a business concern, for which re-
imbursement or compensation Is not
otherwise made, shall be the total of
such actual moving expenzes or $25,000,
whichever Is less. It the total of the ac-
tual moving expenses incurred on or af-
ter August 12, 1965, Is greater than
$3,000, the maximum reloration payment
that may be made or recognized in the
case of a business concern, for which re-
imbursement or compensation Is not
otherwise made, shall be the sum of:

U) The total actual moving expenses
or $25,000, whichever is less; and

(11) In the case of projects on a two-
thirds capital grant basis, two-thirds of
the actual moving expenses in excess of
$25,000: Provided, That the Department
makes a cash payment to the business
concern out of local funds in an amount
equal to one-third of the actual moving
expenses in excess of $25,000, which pay-
ment shall not constitute a local grant-
in-aid to the urban renewal project or
any portion of the local share of the
cost of the Federally assisted activities
required by Title I; or

(111) In the case of projects on a three-
fourths capital grant basis, three-fourths
of the actual moving expenses in excess
of $25,000: Provided, That the Agency
makes a cash payment to the business
concern out of local funds in an amount
equal to one-fourth of the actual mov-
Ing expenses in excess of $25,000, which
payment shall not constitute a local
grant-in-aid to the urban renewal proj-
ect or any portion of the local share of
the cost of the Federally assisted activi-
ties required by Title L

(3) Maximum moving distance. If a
business concern moves beyond 100 mie
from the boundary of the city, town, or
village, as the case may be, in which
the Federally assisted activities are car-
ried out, a relocation payment for Its
moving expenses may not be made In
excess of the reasonable and necessary
expenses for moving such distance of 100
miles.

(b) Small business dislacement pay-
ment; relocation adjustment pay-
ment; additional relocation payment
and replacement housing payment.
A small business displacement payment
shall be $1,500 for business concerns dis-
placed prior to August 10, 1965, and
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$2,500 for busins concerns din-laced on
or ufter August 10, 1965- -

(2) Maximum amount--relocation ad-
iustment. The total relocation adjust-
ment payment that may be made for a
family or elderly individual shall be an
amount not to exceed $500 which, when
added to 20 percent of the annual Income
of the family or individual at the time
of displacement, equals the average an-
nual gro-s rental required for a decent.
safe, and sanitary dwelling of modest
standard3 adequate In size to accommo-
date the family or individual (In the area
In which the Federally ac.isted activities
are carried out or in other areas not gen-
erally less desimble In regard to public
utilities and public and commercial
facilities), as determined by the Agency.

(3) Maximum amount--additional re-
location payment. The total additional
relocation payment that may le made to
a. family or elderly or handicapped in-
dividual shall consist of monthly pay-
ments over a period not to exceed 24
months and shall be paid in an amount
(not to exceed $500 in the first 12 months
and not to exceed $500 in the second 12
month) which, when added to 20L per-
cent of the annual ncome of the family
or Individual at the time of dislacement
shall be equal to the average annual gross
rental required at such time to secure a
decent, safe, and sanitary dwelling of
modest standards adequate in slzeto ac-
commodate the family or Individual (In
the area in which the federally assisted
activities are carried out or In other areas
not generally less desirable in regard to
public utilities and commercial facMil-
ties), as determined by the Agency.

(4) Maximum amount-replace nent
housing payment. The total replacem
housing payment that may be made for
a family or Individual eligible for a. re-
placement housing payment under
§ 500.103c(c) of the regulations In this
subpart shall be an amount not to exceed
$5,000, which, when ltdded to the acquisi-
tion payment, shall be equal to the aver-
age price required for purchase of a de-
cent, cafe, and r-"utary dwelling c
modest standards adequate in size to ac-
commodate the displaced owner, which is
reasonably accessible to public services
and places of employment, and which i3
available on the private market.
§ 500.110 Determitions in conde mna-

tionproccedingg.
Notwithstanding any other provision

of the rezulations in this subpart, when
prop rty Is acquired by proceedings In
condpmnation, and the amount of tha
judgment includes an allowance for any
of the ex"pnses included within the deft-
nition of relocation payment In § 500101
(p) of this subpart, the portion of the
judgment represnmting compensation
for theze expenses, if separately stated,
shall be entitled to reco-nltion as a relo-
cation payment in an amount not to
exceed the applicable dollar limitations
of § 500.109: Provided, That the allo7,-
nce for actual direct lo=s of property

makes no compen:ation for los of good-
will or profit.
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U.S.C. 3535; sec. 401, 84 Stat. 1781; 42 U.S.C.
1500.

Subpart A-Relocation Payments
§ 540.100 Statement of applicable law.

Section 404(a) of the Housing and
Urban Development Act of 1965,42 U.S.C.'
3074(a), provides that financial assist-
ance extended to any applicant under
the Open-Space Land Program under
title VII of the Housing Act of 1961, as
amended, 42 U.S.C. 1500, may include
grants for relocation payments made on
such terms and conditions and subject
to such limitations as are set forth In
sections 114 (b), (c), and (d) of the
Housing Act of 1949, as amended, 42
U.S.C. 1465 (b), (c), and (d). Section
516 of the Housing and Urban Develop-
ment Act of 1968, 42 U.S.C. 1465(c),
amends section 114(c) by expanding the
relocation payments provisions applica-
ble to the programs of the Department
of Housing and Urban Development.
§ 540.101 Definitions.

For the purpose of the regulations In
this subpart, the following terms shall
mean:

(a) Actual direct loss of property.
Actual loss in the value of the property
(exclusive of goods or other inventory
kept for sale)- sustained by the claimant
by reason of the disposition or abandon-
ment of the property resulting from the
claimant's displacement. A loss iesult-
Ing from damage to the property while
being moved is not included.

(b) Acquisition. The obtaining by the
Agency of title to, or the right to posses-
sion of, real property.

(c) Agency. A public body authorized
'to acquire real property in the locality
for open-space use.

(d) Base period. The 2 tax years Im-
mediately preceding displacement (or, If
the business concern Is not in business
that long, such other period as may be
approved by HUD) : Provided, That if a
business concern does not qualify as a
small business concern under paragraph
(r) (2) of this section based upon the 2
tax years Immediately preceding dis-
placement and the Agency finds that its
business activity during such period was
not representative, the base period shall
be the third and fourth tax years Im-
mediately preceding displacement.

(e) Business concern. A corporation,
partnership, Individual, or other private

entity, including a nonprofit organiza-
tion, engaged In some type of buttlnez
(Including farming), professional, or
institutional activity necesitating fix.
tures, equipment, stock in trade, or other
tangible property (including livestoch)
for the carrying on of the businco,
profession, or Institution.

() Claimant. An individual, famlily,
or business concern, as defined in this
section; or, In the case of a claim for a
relocation payment for settlement costs,
an owner (or Joint owners), other than a
public entity, of real property, or Interest
therein, transferred to the Agency.

(g) Family. Two or more persons re-
lated by blood, marriage, or adoption,
who are living together in a single dwell-
ing unit.

(h) Federal Grant Contract. A con-
tract between the Federal Government
and the Agency under title VII of the
Housing Act of 1961, as amended, 42
U.S.C. 1500, for a grant by the Federal
Government for the acquisition of real
property for open-space use.

(i) HUD. (1) Prior to November 9,
1965, the Housing and Homo Financo
Administrator: or (2) on and after No-
vember 9, 1965, the Housing and Homo
Finance Administrator in the Depart-
ment of Housing and Urban Development
pending appointment of the Secretary
of Housing and Urban Development, and
thereafter the Secretary of Housing and
Urban Development; or (3) an employee
duly authorized to perform the func-
tions of such Administrator or Secretary.

(j) Individual. A person who is not
a member of a family. An elderly indi-
vidual Is an individual 62 years of ago
or over at the time of displacement. A
handicapped individual Is an Individual
who has a physical Impairment which Is
expected to be of long-continued and
indefinite duration and which substhn-
tially impedes his ability to live inde-
pendently.

(W) Moving expenses-(1) Individuals
and families. Costs of packing, storing
(for a period of 1 year or less), carting,
and insuring of property and Incidental
costs of disconnecting and reconnecting
household appliances.

(2) Business concerns. Costs of dis-
mantling, crating, storing (for a period
of 1 year or less), transporting, Insuring,
reassembling, reconnecting, and rein-
stalling of property (including livestock
and goods or other Inventory kept for
sale), exclusive of the cost of any addi-
tions, Improvements, alterations, or
other physical changes In or to any
structure In connection with effecting
s u c h reassembly, reconnectlon, or
reinstallation.

(1) Prolect. Undertakings and ac-
tivities of any Agency in connection with
the acquisition of real property for open-
space use.

(m) Prolect area. The area acquirecd
by the Agency, the acquisition of which
Is assisted under a Federal Grant Con-
tract.

(n) Property. Tangible personal
property, excluding fixtures, equipment,
and other property which under State
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or local law are considered real prop-
erty, but including such items of real
property as the site occupant may law-
fully remove.

(o) Real property: Acquisition of;
transfer of title to. References to the
acquisition of real property or to the
transfer of title to real property or simi-
lar references are references to a fee
simple title or lesser interest.

(p) Relocation payment. A payment
by an Agency:

(1) To an individual or family, for
reasonable and necessary moving' ex-
penses and any actual direct loss of
property (for which reimbursement or
compensation is not otherwise made) ;

(2) To a business concern, for its'rea-
sonable and necessary moving expenses
and any actual direct loss of property
except goodwill or profit (for which re-
imbursement or compensation is not
otherwise made);

(3) To a small business concern, for
its displacement (small business- dis-
placement payment);

(4) To or on behalf of a family or
elderly individual for relocation adjust-
ment prior to August 1, 1968 (relocation
adjustment payment); or to or on behalf
of a family or elderly or handicapped
individual on or after August 1, 1968
(additional relocation payment).

(5) To an individual, family, or busi-
ness concern for settlement costs (for
which reimbursement or compensation
is not otherwise made).

(6) To a family or individual to assist
an owner-occupant of a one- or two-
family dwelling in the purchase and oc-
cupancy of a replacement dwelling on
or after August 1, 1968 (replacement
housing payment).

(q) Settlement costs. (1) Recording
fees, transfer taxes, and similar expenses
incidental to conveying real property to
the Agency;

(2) Penalty costs for prepayment of
any mortgage encumbering such real
property; and

(3) The pro rata portion of real
property taxes and public service charges
allocable to a period subsequent to the
date of vesting of title, or the effective
date of the acquisition of such real
property by the Agency, whichever is
earlier.

(r) Small business concern. A busi-
ness concern (other than a nonprofit
organization) which during the base
period had:

(1) Average annual net earnings be-
fore income taxes of less than $10,000;
and

(2) In the case of displacements prior
to June 15, 1966, average annual gross
receipts or sales in excess of $1,500; or,
in the case of displacements on and after
June 15, 1966, average annual gross re-
ceipts or sales in excess of $1,500 together
with average annual net earnings before
income taxes in excess of $500, or average
annual gross receipts or sales in excess of
$2,500.
Earnings for.the purpose of this para-
graph (r) include salaries, wages, or
other compensation received by an owner

of the concern or any member of his
household related to him. The term
"'owner" as used in the previous sentence
includes the sole proprietor in a solo
proprietorship, the principal partners In
a partnership, and the principal stock-
holders of a corporation, as determined
by HUD.

(s) Title VII. Title VII of the Hous-
ing Act of 1961, as amended, 42 U.S.C.
1500.
§ 540.102 Relocation payments by the

Agency.
The Agency shall make relocation pay-

ments to or on behalf of eligible claim-
ants in accordance with and to the full
extent permitted by the regulations in
this subpart: Provied, That for each
Federal Grant Contract the Agency may
elect whether to make payments for
moving expenses in excess of $25,000 In
accordance with § 540.113 (a) (2). Reloca-
tion payments made in accordance with
the regulations In this subpart and pur-
suant to a Federal Grant Contract are
reimbursable in full to the Agency as a
Title VII grant.
§ 540.103 Eligibility conditions--mov.

ig expenses, actual direct loss of
property, and settlement costs.

(a) Moving expenses and actual di-
rect roperty loss. A claimant is deemed
displaced by the acquisition of real
property for open-space use and is eligi-
ble for a relocation payment for moving
expenses and actual direct loss of
property if:

(1) The acquisition of real property
necessitates vacation of such property by
the claimant on or after March 4, 1965;
and

(2) (1) The claimant is an occupant of
the real property on the date of execu-
tion of a Federal Grant Contract author-
izing the acquisition of the real prop-
erty or, if HUD concurrence is given
for the acquisition of the real property
prior to Its approval of a Federal Grant
Contract, the date of such HUD con-
currence (provided that in the latter
case a Federal Grant Contract for thd"
project is thereafter executed), regard-
less of when or if such acquisition takes
place, or (i) the claimant is an occu-
pant of the real property at the time of
its acquisition.

(b) Moving expenses-outdoor ad-
vertising display. Notwithstanding the
fact that a business concern may not be
doing business in the project area, and
subject to all other eligibility require-
ments of paragraph (a) of this section,
a business concern shall be entitled to a
relocation payment for moving expenses
with respect to Its outdoor advertising
displays required In the determination
of the Agency to be removed from the
project area.

(c) Settlement costs. A claimant Is
deemed displaced by the acquisition of
real property for open-space use and
is eligible for a relocation payment for
settlement costs if (1) he is the owner
of the real property on or after August
10, 1965, and at the time of the transfer
of title to the Agency, and (2) if the

transfer of title to the real property
occurs on or after the date of execution
of a Federal Grant Contract authorizing
the acquisition of the real property, or
if HUD concurrence is given for the ac-
quisition of the real property prior to
Its approval of a Federal Grant Con-
tract, on or after the date of such HUD
concurrence: Provided, That a Federal
Grant Contract for the project is there-
after executed.

d) Temporary moves within proiect
area. No relocation payment shall be
made for a temporary move withiu the
project area.
§ 540.104 Eligibility conditions-small

businCss displacement payment.

A small business concern which satis-
fles the eligibility conditions of § 540.103
(a) governing moving expenses and ac-
tual direct loss of property is eligible for
a small business displacement payment
if the concern:

(a) Is not a part of an enterprise hav-
ing two or more establishments outside
the project area;

(b) Has filed with the Internal Reve-
nue Service income tax returns for the
base period; or has furnished such other
evidence of earnings as may be approved
byHUD; and
(c) Was doing business in the real

property on the date pf the approval by
the Agency of an application for an
open-space grant under Title VII.
§ 5-40.105 Eligibility-relocation adjust-

ment payment; additional relocation
payment; replacement housing pay-
mnent.

(a) Relocation adjustment payment.
A family or elderly individual who satis-
fl3 the eligibility conditions of § 540.103
(a), governing eligibility for a relocation
payment for moving expenses and actual
direct loss of property, prior to August 1,
1968, is eligible for a relocation adjust-
ment payment if the claimant:
(1) Is unable to secure a suitable

dwelling unit in (I) a low-rent housing
project assisted under the United States
Housing Act of 1937, as amended, 42
U.S.C,.1401 et seq. (or a State or local
program found by HUD to have the same
general purposes) or (ii) a dwelling unit
assisted under section 101 of the Housing
and Urban Development Act of 1965, 12
U.S.C. 1701s(a); and

(2) Has moved to a decent, safe, and
canitary dwelling.

(b) Additional relocation payment. A
family or elderly or handicapped indi-
vidual who satisfies the eligibility condi-
tions of § 540.103(a), governing eligibility
for a relocation payment for moving ex-
penses and actual direct loss of property,
on or after August 1, 1968, is eligible for
an additional relocation payment if the
claimant:

(1) Is unable to secure a suitable
dwelling unit in U1) a low-rent housing
project assisted under the United States
Housing Act of 1937, as amended, 42
U.S.C. 1401 et seq. (or a State or local
program found by HUD to have the same
general purposes) or (iI) a dwellin ,tuIt
assisted under section 101 of the Housing
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and Urban Development Act of 1965, 12
U.S.C. 1701s(a); and

(2) Has moved to a decent, safe, and
sanitary dwelling: Provided, That an
additional relocation payment not to ex-
ceed $500 In the first 12 months and $500
in the second 12 months may be made
on a lump-sum basis or other than a
monthly basis in cases in which other.
than monthly payments are determined
warranted by HUD.

(c) Replacement housing payment. A
family or individual who satisfies the eli-
gibility conditions of § 540.103(a), gov-
erning eligibility for a relocation payment
for moving expenses and actual direct
loss of property, on or after August 1,
1968, is eligible for a replacement housing
payment if the claimant:

(1) Is the owner of the real property
acquired for a project assisted under title
VII of the Housing Act of 1961, as
amended, 42 U.S.C. 1500;

(2) Has occupied a single- or two-
family dwelling located on the real prop-
erty for not less than 1 year prior to the
initiation of negotiations fbr the acqui-
sition of the property;

(3) Does not receivQ the additional
relocation payment provided for by
§ 540.105(b);

(4) Purchases and occupies a replace-
ment dwelling within 1 year subsequent
to the date on which he Is required to
move from the dwelling acquired for the
project; and

(5) Does not receive a payment pur-
suant to the State law of eminent do-
main determined by HUD to have
substantially the same purpose and ef-
fect as would a replacement housing
payment and to be a part of the cost of
the project for which Federal financial
assistance is available.
§ 540.106 Vacation of real property

within 18 months after acquisition by
Agency.

Notwithstanding any other provision
of the regulations In this subpart, no
claimant displaced from predominantly
undeveloped land shall be eligible for any
relocation payment (other than settle-
ment costs) unless the claimant vacates
the real property within 18 months (or
such other period as the Agency shall,
with HOD concurrence, approve) after
acquisition of the real property by the
Agency.
§ 540.107 Notice of intention to move.

Except as provided in this section, no
relocation payment for moving expenses
or actual direct loss of property and no
small business displacement payment
shall be made to a business concern un-
less (a) the Agency has received, at least
30 days but not earlier than 90 days
prior to the moving date, written notice
from the business concern of Its inten-
tion to move or dispose of the property,
which shall be described generally in the
notice, and the date of such Intended
move or disposition, and (b) the busi-
ness concern has permitted, at all rea-
sonable times, the inspection by or on
behalf of the Agency of such property
at the site from which the business con-

cern Is displaced. For the purpose of
this section, "moving date" shall mean
the date on which the first item of prop-
erty is intended to be moved or dis-
posed of. The Agency may make a re-
location payment notwithstanding non-
receipt of such timely notice only if the
Agency has determined that there was
reasonable cause for the failure of the
business concern to give such notice,
and the Agency has adequately verified
the facts pertaining to the move or dis-
position and the requested relocation
payment.
§ 540.108 Administration of relocation

payments.

(a) Conditions for relocation pay-
meat. The Agency (or, if the Agency is
the municipality, the board or commis-
sion responsible for carrying out the fed-
erally assisted activities or, if there is no
such board or commission, the principal
executive officer of -the municipality)
shall approve a schedule (Form HUD-
6148) of average annual gross rentals
for standard housing in the locality for
determining the amount of relocation
adjustment payments and additional re-
location payments in accordance with
§540.113 (c) and (d), and a separate
schedule (Form HUD-6155) for deter-
mining the average price of standard
sales housing in a locality, and any other
conditions under which the Agency will
make relocation payments. The sched-
ules and conditions shall be consistent
with the regulations in this subpart and
shall be available in written form to
claimants in the relocation office of the
Agency.

(b) Notice to claimants. The Agency
shall furnish all claimants who are antic-
ipated to be displaced, with an informa-
tional statement advising the claimant of
(1) the availability of relocation pay-
ments and (2) the office where the con-
ditions under which relocation payments
'will be made are available for Inspection.

(c) Action on claim--finality. The
Agency Is initially responsible for deter-
mining the eligibility of a claim for, and
the amount of, a relocation payment and
shall maintain In its files complete and
proper documentation supporting the
determination. The determination on
each claim shall be made or approved
either by the governing body of the
Agency or by the principal executive of-
fieer of the Agency or his duly author-
ized designee. The determination by the
Agency or any redetermination by HUD
shall be final and conclusive with respect
to the rights of any claimant, and not
subject to redetermination by any court
or any other officer. Subject to the re-
quirements of this paragraph (c), the
Agency may permit a third-party con-
tractor responsible for relocation activi-
ties to examine and recommend action
on a claim and to disburse funds In pay-
ment of a claim which has been approved
by the Agency.

(d) Prompt payment. A relocation
payment shall be made by the Agency as
promptly as possible after a claimant's
eligibility has been determined In ac-

cordance with the regulations in this
subpart.

(e) Agency setoff against claim. Tho
Agency may set off against the claim of
an otherwise eligible claimant any il-
nanclal claim the Agency may have
against the claimant arising out of the
use of the real property.

(f) Approval by HUD-bminess con-
cerns. No relocation payment for mov-
ing expenses or settlement costs, or both,
in excess of $10,000 shall be made with-
out approval by HUD.

(g) Accounts and records. Accounts
and records shall be maintained as pro-
scribed by HUD and shall be subject to
inspection or audit at all re onable times
by HU . Records pertaining to eligi-
bility of relocation payments, Including
all claims, recelptcd bills or other docu-
mentation in support of a claim, and
records pertaining to action on a& claim,
shall be retained by the Agency for not
less than 3 years after the completion
of the project.
§ 510.109 Fixed relocation payinenti to

individuals and familiea for moving
expenses.

(a) Schedule of fixed payments. An
Agency Intending to pay fixed amounts In
lieu of payments for reasonable and nec-
essary moving expenses and actual direct
loss of property of eligible Individuals
and families shall prepare a schedule of
the fixed amounts which It proposes to
pay. The schedule shall contain a state-
ment indicating that the Agency Intends
to permit eligible individuals and families
to claim reimbursement for their actual
moving expenses and actual direct loos
of property.

(b) Schedule provision, (1) A pro-
posed schedule of fixed payment3 to ell-
gible individuals and families owning
furniture shall provide for a graduated
scale of payments related to the number
of all rooms occupied by the claimant ex-
cept bathrooms, hallways, and closots,
which payments shall not exceed the
lowest normal charge for carting expen-
ses for the average time required to move
personal effects: Provided, That in any
event the paymento shall not excced the
maximum reimbursement to eligible In-
dividuals or families provided In the reg-
ulations in this subpart.

(2) Fixed payments to eligible indi-
viduals or families not owning furniture
shall not exceed: (I) $5 for any Indi-
vidual, (it) $10 for any family.

(c) Administration of f x payments.
ElIgible individuals or families may be
paid the amount provided In the schedule
of fixed payments approved by HUD up6n
receipt of a properly completed claim.
A fixed payment shall be In full settle-
ment for the claimant's moving expense
and any actual direct loss of property.
If the joint occupants of a single dwell-
Ing unit at the project site move to two
or more locations and consequently sub-
mit more than one claim, an eligible
claimant for a fixed payment may be
paid only his reasonable prorated share
(as determined by the Agency) of the
total fixed payment applicable to suoh
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dwelling unit, and the total of fixed pay-
ments made to all such claimants moving
from such dwelling unit shall not exceed
the total fixed payment applicable to such
dwelling unit.
§ 540.110 Determining moving expenses

of business concern.
(a) Submission of bids prior to mov-

ing date. No claim for a relocation pay-
ment for moving expenses In excess of
$500 shall be allowed for costs Incurred
by a business concern on or after De-
cember 1, 1966, unless the concern has
submitted to the Agency, at least 15 days
prior to the commencement of the move,
a bid from three reputable firms cover-
ing the moving costs involved. When-
ever it Is not feasible to obtain three bids
for any category of work, a lesser num-
ber of bids shall be submitted, together
with a written justification by the con-
cern; and no relocation payment shall
be allowed in such cases unless the Agen-
cy has approved the justification. The
Agency, with HUD concurrence, may
waive any requirement of this paragraph
(a) for good cause.

(b) Payment not to exceed lowo bid.
Payment to a business concern for mov-
ing expenses shall not exceed the amount
of the low bid submitted in accordance
with paragraph (a) of this section un-
less the bid requirement has been waived
in accordance with paragraph (a) of this
section.
§ 540.111 Determiningactual direct loss

of property.

(a) The amount of actual direct loss
of any item of property claimed shall be
determined as follows:

(1) The fair market value of the prop-
erty for continued use at its location
prior to the displacement shall be ascer-
tained by the claimant by an appraisal
satisfactory to the Agency, except as
provided in subparagraph (2) of this
paragraph.

(2) If the value of the property for
which actual direct loss is claimed does
not warrant the expenses of an appraisal,
then its fair market value for such con-
tinued use shall bi computed as follows:
The original cost of the item to the
claimant (exclusive of installation cost),
multiplied by the figure obtained by di-
viding the period of the remainifig use-
ful life of the property at the date of
removal, by the period of the normal
useful life of the property at the date of
its acquisition by the claimant.

(3) The property shall be disposed of
by a bona fide sale (as determined by
the Agency) at the highest price offered
after reasonable efforts have been made
over a reasonable period of time to in-
terest prospective purchasers. A trade-
in of the property may be considered a
bona fide sale, and the trade-in allow-
ance, exclusive of any amount of dis-
count that would be allowed on the price
of the property being acquired in the ab-
sence of the trade-in, shall be deemed
the amount realized upon the sale of the
property.

(4) If the amount realized from the
sale, after deducting ordinary and rea-

sonable expenses of the sale, is less than
the fair market value for such continued
use, the difference between the net
amount realized and the fair market
value is the amount of actual direct loss
of the property. Expenses of sale In-
clude such Items as sale commissins.
auctioneer's fees, advertising costs, and
similar charges.

(b) If a bona fide sale Is not effected
because no offer is received for the prop-
erty, after reasonable efforts have been
made over a reasonable period of time to
sell it, then Its fair market value for con-
tinued use, ascertained as provided In
this section, Is the amount of actual di-
rect loss of the property.

(c) Cost of appraisals: The cost of ap-
praisals to determine actual direct loss
of property, if made by or In behalf of
the claimant, is not allowable as part of
a claim.
§ 540.112 Filingof clains.

(a) Form of claim. To obtain a re-
location payment, a claimant sall file a
written claim with the Agency on the
appropriate HUD forms.

(b) Documentation in support of
claim. A claim shall be supported by
the following:

(1) If for moving expenses, except in
the case of a fixed payment, a receipted
bill or other evidence of such expenses.
By prearrangement between the Agency,
the claimant, and the mover, confirmed
in writing by the Agency, the claimant
may present an unpaid moving bill to the
Agency, and the Agency may pay the
mover directly..

(2) If for actual direct loss of prop-
erty, written evidence thereof, which may
include appraisals, certified prices, copies
of bills of sale, receipts, canceled checks,
copies of advertisements, offers to sell,
auction records, and such other records
as may be appropriate to support the
claim.

(3) In any other case, such documen-
tation as may be required by the Agency,
which may include income tax returns,
withholding or informational statements,
and proof of age.

(c) Time for filing claims. A claim for
moving expenses, actual direct loss of
property, or a small business displace-
ment payment shall be submitted to the
Agency within a period of 6 months
after the displacement of the claimant.
A claim for settlement costs shall be
submitted within 6 months after the
costs have been incurred. A claim for a
relocation adjustment payment or for an
additional relocation payment shall be
submitted within a period of 60 days
after the displacement of the claimant.
A claim for a replacement housing pay-
ment shall be submitted within 18
months after the displacement of the
claimant.

(1) Displacement prior to December 1,
1966. Notwithstanding the first three
sentences of this paragraph (c), the 6-
month and 60-day filing periods referred
to therein shall commence running on
the date of receipt of a notification of
the availability of relocation payments
or the date of a published notice with

respect to any claimant who is displaced
prior to December 1, 1966, and prior to
the receipt of such notification or the
date of such published notice.

(2) Waivers. The time limitations In
this paragraph (c) may be waived by the
Agency for good cause, with'HUD con-
currence.

§ 540.113 Limitation on amount of re-
location paynments.

(a) Moving expenses and loss of Prop-
ertyz.-(1) Maximum amount-indfvid-
uabs or families. The maximum reloca-
tion payment that may be made or rec-
ognized for moving expenses and actual
direct loss of property, for which reim-
bursement or compensation is not other-
wise made, to an individual or family
shall not exceed $200. The nximum
relocation payment that may be made
or recognized for moving expenses and
actual direct loss of property, for which
reimbursement or compensation is not
otherwise made, to two or more unre-
lated individuals occupying the same
dwelling unit shall not exceed $200.

(2) Maximum amount-business con-
cerns. The maximum relocation pay-
ment that may be made or recognized
in the case of a business concern for
moving expenses and actual direct loss
of property, for which reimbursement
or compensation is not otherwise made,
shall not exceed $3,000: Provided, That
If the total of the actual moving expenses
incurred on or after March 4, 1965, and
prior to August 12, 1965, is greater than
$3,000, the maximum relocation payment
that may be made or recognized in the
case of a business concern, for which re-
imbursement or compensation is not
otherwise made, shall be the total of
such actual moving expenses br $25,000,
whichever Is less. If the total of the
actual moving expenses incurred on or
after August 12, 1965,- is greater than
$3,000, the maximum relocation payment
that may be made or recognized In the
case of a business concern, for which re-
imbur-sement or compensation is not
otherwise made, shall be the sum of:

() The total actual moving expenses
or $25,000 whichever is less; and

l) A percentage of the actual moving
expenses In excess of $25,000, which per-
centage shall be the same as the per-
centage of project cost paid for by the
Federal Grant under the terms of the
Federal Grant Contract: Provided, That
the Agency makes a cash payment to the
business concern equal to the remainder
of the actual moving costs In excess of
$25,000, which payment shall not con-
stitute any portion of the local share of
the project cost.

(3) Maximum moving distance. If a
business concern moves beyond 100 miles
from the boundary of the city, town,
township, village, or county, as the case
may be, in which the project is carried
out, a relocation payment for its moving
expenses may not be made in excess of
the reasonable and necessary expenses
for moving such distance of 100 miles.

Wb) Small business displacement pay-
ment-flcd amount. A small business
displacement payment shall be $1,500 for
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business concerns displaced prior to Au-
gust 10, 1965, and $2,500 for business con-
cerns displaced on or after August 10,
1965.

(c) Maximum amount-re7ocatico ad-
iustment payment. The total relocation
adjustment payment that may be made
for a family or elderly individual shall
be an amount not to exceed $500 which,
when added to 20 percent of the annual
Income of the family or individual at the
time of displacement, equals the average
annual gross rental required for a decent,
safe, and sanitary dwelling of modest
standards adequate in size to accommo-
date the family or individual (in the
area in which the project is carried out
or In other areas generally not less de-
sirable in regard to public utilities and
public and commercial facilities), as de-
termined by the Agency.

(d) Maximum amount-aditional re-
Zocation payment. The total additional
relocation payment that may be made to
a family or elderly or handicapped indi-
vidual shall consist of monthly payments
over a period not to exceed 24 months
and shall be paid in an amount (not to
exceed $500 In the first 12 months and
not to exceed $500 in the second 12
months) which, when added to 20 per-
cent of the annual income of the family
or individual at the time of displacement,
shall be equal to the average annual
gross rental required at such time to
secure a decent, safe, and sanitary
dwelling of modest standards adequate
in size to accommodate the family or
individual (in the area in which the proj-
ect is carried out or in other areas not
generally less desirable in regard to pub-
lic utilities and commercial facilities), as
determined by the Agency.

(e) Maximum .amount-replacement
housing payment. The total replacement
housing payment that may be made for
a family or individual eligible for a
replacement housing payment under
§ 540.105(c) of the regulations in thi§
subpart shall be an amount not to exceed
$5,000, which, when added to the acqui-
sition payment, shall be equal to the
average price required for purchase of a
decent, safe, and sanitary dwelling of
modest standards adequate In size to
accommodate the displaced owner, which
Is reasonably accessible to public services
and places of employment, and which Is
available on the private market.
§ 540.114 Determinations in condemna-

tion proceedings.

Notwithstanding any other provision
of the regulations in this subpart, when
property is acquired by proceedings in
condemnation, and the amount of the
judgment includes an allowance for any
of the expenses included within the defi-
nition of relocation payment appearing in
§ 540.101(p) of this subpart, the portion
of the Judgment representing compen-
sation for these expenses, if separately
stated, shall be entitled to recognition as
a relocation payment in an amount not
to exceed the applicable dollar limitation
of § 540.113: Provided, That the allow-
ance for actual direct loss of property

makes no compensation for loss of good-
will or profit.

Subpart B-The Legacy of Parks
Program

§ 540.201 Objectives.
Objectives of the program as set forth

in the law include:
To help curb urban sprawl and prevent the

spread of urban blight and deterioration, to
encourage more economic and desirable ur-
ban development, to assist in preserving
areas and properties of historic or architec-
tural value, and to help provide necessary
recreational, conservation, and scenic areas
by assisting State and local public bodies In
taking prompt action to (1) provide, pre-
serve, and develop open-space land in a man-
ner consistent with the planned long-range,
development of the Nation's urban areas,
(2) acquire, improve, and restore areas, sites,
and structures of historic or architectural
value, (3) develop and improve open space
and other public urban land, and (4) encour-
age the acquisition of interests in undevel-
oped or predominantly undeveloped land
which would have special significance in
helping to shape economic and desirable pat-
terns of urban growth.

§ 540.202 Scope.

The program provides matching grants
to States and local public bodies for up
to 50 percent of the cost for acquiring
title or other interests in and developing
open-space land; for acquiring, restor-
ing, or improving sites, structures or
areas of historic or architectural signifi-
cance; and for public environmental im-
provements which provide long-term
benefits in urban areas. In addition, the
program provides grants to States and
local public bodies for up to 75 i5ercent
of the cost for acquiring interest in un-
developed or predominantly undeveloped
land which has special significance in
helping to shape economic and desirable
patterns of urban growth (hereinafter
sometimes referred to as "urban shap-
ing" projects).
§ 540.203 The program and low and

moderate income housing.
(a) The Department of Housing and

Urban Development (HUD) will encour-
age use of the program to provide recre-
ation resources and other amenities in
and near housing developments for low
and moderate income families.

(b) Program projects and sites that
include in their service area public or pri-
vate housing developments for low and
moderate income families will be given
priority consideration for funds if they
will provide open space opportunities
within a year to such housing develop-
ments and if such housing developments
involve 50 or more housing units already
existing or planned.

§ 540.204 Coordination with other HUD
programs.

HUD supports an integrated approach
at local,.State, and Federal levels to ur-
ban development. To facilitate this ap-
proach, extra credit under the project
selection system will be given to projects
that are undertaken in conjunction with
other HUD programs, such as the New

Communities Proram and Operation
Breakthrough.
§ 5,140.205 Citizen participation.

HUD encourages meaningful partici-
pation of citizens in HUD-assisted ac-
tivities at the local government level.
§ 5,10.206 Public control and use.

Land acquired under this program
must remain under public control in
perpetuity (except "urban shaping"
projects or conversions meeting stand-
ards specified in § 540.250). Areas ac-
quired or assisted under the program
must be available to the general public,
without discrimination.
§ 540.207 Applicants.

Any State or local public body includ-
ing any Indian tribe, band, group, and
nation of the United States which is
legally authorized to undertake a proj-
ect under the program and to contract
with the Federal Government to receive
funds for that purpose is eligible for
grants.
§ 540.208 Project location criteria.

(a) Authorized projects must be lo-
cated in an area which Is urban in char-
acter. This includes those surrounding
areas which in the judgment of the Sec-
retary, form an economic and socially
related region, taking Into consideration
such factors as present and future pop-
ulation trends and patterns of growth,
location of transportation facilities and
systems and distribution of Industrial,
commercial, residential, governmental,
institutional and other activities.

(b) Where there may be a queztion of
meeting the urban area requirement,
determinations as to eligibility will be
made by HUD.
§ 540.209 Local share.

The Federal share of a project cannot
exceed 50 percent of eligible costs (ex-
cept for urban shaping projects, § 640.-
202). To secure Federalf funding the ap-
plicant must show that local funds are
available or authorized for the project.
Evidence of availability of funds must
show that necessary local legislative ap-
provals and authorizations have been
given, including authorization for specific
project financing when State or local
public funds are used. Where any portion
of the local share Is coming from a source
not directly controlled by the applicant,
the applicant must show evidence of a
binding commitment for the funds, or its
intention to provide the entire non-Fed-
eral share. Part of the local share may
be provided by donated materials or land
as provided in § 540.248.
§ 540.210 Planningrequirenteni.

Section 703 of title V11 of the Hounding
Act of 1961, requires that grant avsistaneo
provided pursuant to this title mu,t be
needed for carrying out a unified or offi-
cially coordinated program, meeting
criteria established by the Secretary, for
the provision and development of open-
space land as part of the comprehensively
planned development of the urban area.
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(a) Planning requirement determina
tions. Planning comments must shot
that the proposed project is part of o:
consistent with the areawide compre.
hensive plan and program for the urbai
area, and must show that the project I,
part of or consistent with a functona
element of that plan.

(b) Certification. HUD has initiated
ceri-fication procedure for notifyint
areawide planning organizations anC
areawide planning jurisdictions wher
they fulfill HUD planning requirements
The certification process is effective foi
Areawide Planning Jurisdiction and Or.
ganization Certification, ComprehensirT
Planning Certification, and will also bc
effective for Functional Planning ane
Programing Certification on July 1, 1972
This is explained n detail In Circulan
M1PD 6415.1A, and MPD B415.3, copies ol
which are available from the HUD area
office.

(c) Requirements or projects pri-
nariY of local signiftcance. If the proj-

ect is primarily of local significance
(such as small parks), the project must
be in, or consistent with, the local com-
prehensive plan and evidence must be
shown that the project is consistent
with the areawide comprehensive plan-
ning process.
§ 540.211 Coordination requirements.

(a) Project notification and rview
s stet. Potential applicants shall com-
ply with the Project Notification and
Review System described in Office of
Management and Budget Circular No.
A-95.

(b) Review and comment. (1) Appli-
cations and any amendments. thereto
which Involve a major change in a proj-
ect, must be submitted for review to the
HUD recognized Areawide Planning
Organization (APO), where the appli-
cant Is located. If the applicant is a
special purpose unit of local government,
such as a recreation commission, the
applications must be submitted for re-
view by the units of general local gov-
ernment In the area where the project is
to be located, as well as to the APO.

(2) Each application, when sub-
mitted to HUD, must be accompanied by
the comments and recommendations of
the APO and, if through a special pur-
pose unit of local government, the gen-
eral local government, and a statement
by the applicant that such comments
and recommendations have been con-
sidered prior to formal submission of the
application.

(c) If the APO has been designated as
a metropolitan or regional clearing-
house under Office of Management and
Budget Circular A-95, the applicant
must satisfy the requirements of that
circular.

(d) Projects in or affecting a model
neighborhood require execution of the
certification n the application form
which gives evidence of participation In
planning the project by the City Demon-
stration Agency and its citizen par-
ticipation structure, as well as any input
by the citizen participation structure
that local arrangements provide.

RULES AND REGULATIONS

(e) Executive Order 11237, July 27
v 1965 (30 P.R. 9433), sets forth policia
r and requirements for coordination ea- programs of open space acqui ition foi
u recreational purposes and Is applicabl(
s to this program and the outdoor recrea.
1 tion program administered by the Buream

of Outdoor Recreation (BOR), Depart-
3. ment of the Interior, under the Land ane
I Water Conservation Fund Act of 1965
1 16 U.S.C. 460d, 4601. Pursuant to thc
1 order, the following requirement
. apply:

(1) If land proposed to be acquired
- for recreational purposes under either

program is located wholly or partly in
e an urban area, the acquisition must meet

the planning and programing require-
* meats of this program, whether assist-

ance is to be obtained under the Land
and Water Conservation Fund Act, 16
U.S.C. 460d, 4601, or this program.

(2) No application shall be filed with
HUD under the program for acquisition
or development of land included in an
application currently under considera-
tion for possible funding by the Bu-
reau of Outdoor Recreation, U.S. De-
partment of the Interior, through the
Land and Water Conservation Fund.

(3) Projects with historic significance
may be considered for fund assistance
from either this program or the Depart-
ment of the Interior National Park Serv-
ice Program, "Grants to States for His-
toric Preservation." However, applicants
must elect to apply' for assistance under
either HUD's or Interior's grant pro-
grams and may not apply under both.
§ 540.212 Historic preservation.

For the costs of acquiring, restoring,
improving, or moving a structure of his-
toric or architectural significance to be
eligible for assistance, such structure,
site, or area must be listed on the Na-
tional Register of Historic Places.
§540.213 Relocation policies and re-

quirements.
Projects under the program are sub-

•ject to all requirements of the Uniform
Relocation Assistance and Real Prop-
erty Acquisition Policies Act of 1970
(Public Law 91-646, 84 Stat. 1894) and
the Secretary's rules and regulations is-
sued thereunder (24 CFR Part 42).
Applicants will be required to submit
satisfactory assurances as specified in
section 210 of the Act.
§ 540.214 [Reserved]
§ 540.215 Civil rightsprovisions.

Title VI of the Civil Rights Act of
1964 (78 Stat. 252; 42 U.S.C. 2000d).
prohibits discrimination on the basis of
race, color, or national origin in the use
of any facility or improvement of prop-
perty provided with Federal assistance.
When filing for assistance, an applicant
must certify his Intention to comply
with this requirement.
§ 540.216 Equal employment opportun-

ity requirements.
Executive Order 11246, as amended,

specifies that Federally assisted construc-
tion contractors must take affirmative ac-
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, tion to ensure that there is equal em-
3 ployment opportunity without regard to
E race, color, religion, sex, or national ori-
r gin. This requirement applies to all con-

tracts under the program Involving con-
- struction work such as improvements,
L demolition and site clearance, and resto-
- ration. Grantees should secure from a
L HUD ofllce instructions on procedures

and requirements.
§ 540.217 Federal ifbor standards and

contracting requirements.

(a) Construction projects being fi-
nanced with Federal funds under the
program must meet Federal labor stand-
ards and Prevailing wage requirements,

. except that work performed by employ-
ees of the grant recipient and contracts
of less than $2,000 will be exempt from
the Federal labor standards provisions.

(b) The applicant will be required to
certify that all bidding documents, con-
tracts, and subcontracts except as ex-
empted above, include the Federal labor
standards provisions. The applicant wil
be responsible for administering and en-
forcing thee provisions.

(c) HUD Area Offices wil provide nec-
essary Information on Federal labor
standards which require payment of at
least minimum wage rates (including
fringe benefits) applicable to each clas-
sification of laborers and mechanics em-
ployed, as determined by the Department
of labor n accordance with the Davis-
Bacon Act (40 U.S.C. 276a); payment of
time and one-half for overtime worked
In excess of 8 hours In 1 day or 40 hours
In 1 week, as required by the Contract
Work Standards Act, 40 U.S.C. 327; pay-
ment In full (U= deductions made man-
datory by law) to all employees engaged
In work on the project not less often-
than once each week; and compliance
with applicable regulations issued by the
Secretary of labor In accordance with
the provisions of the Copeland 18 U.S.C.
974, and Antikcktback Acts 40 U.S.C.
276c.
§ 5-10.218 Poliicl activity of public

body personnel.
Section 12(a) of the Hatch Act, 5

U.S.C. 1501 et s-eq., applies with respect
to officers and employees of the grant
recipient whose principal employment is
In connection with an activity which is
financed In whole or in part by Federal
grants made under title VII of the Hous-
ing Act of 1961, as amended.
§ 540.219 Continuing maintenance pro-

gran for asisted projects.
Properties acquired or developed under

the program must be satisfactorily
maintained. The applicant must certify
to an adequate maintenance and operat-
ing program for the property for a mini-
mum of 3 years except for historic
prervation projects where perpetual
nmintenance is required.

§ 540.220 Environmental impact state-
ment.

The National Environmental Policy
Act of 1969 (42 U.S.C. 4321) establishe
new national policy, goals and proce-
dures for protecting and enhancing the
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environment. For projects specified be-
low, an environmental impact statement
will be required with the application:

(a) All sanitary landfill projects.
(b) Any project upon which two or

more surface areas of water will be im-
pounded.

(c) Block land acquisitions of 8 acres
or more in high density and built-up
areas, or of 300 acres elsewhere.

(d) Projects affecting properties on
the National Register of Historic Places
(see § 540.225).
The form for this statement is available
from the HUD Area Office.
§ 540.221 Land adjacent to school sites.

(a) Where land is being acquired ad-
jacent to a site for a new school, grant
assistance will generally be limited to the
acquisition of land in excess of the mini-
mum local site standards for new school
sites. The minimum local standards will
be those explicitly adopted by the school
agency; in an instance where no mini-
mum standards have been adopted, a set
of recommended standards used by the
school agency may be accepted.

(b) In every case where land is being
acquired or developed adjacent to a
school site, the application must include
the following:

(1) A statement that the open space
being acquired is for general community
or neighborhood benefit and use, and
will be open to the general public except
when its use would conflict with the func-
tions of the adjacent school.

(2) A written cooperation agreement
between the school agency and the park/
recreation agency indicating that it is
their intent to maximize the multiple-
use. capability of all school open space
areas and that the design and opera-
tional planning of the respective agencies
incorporates this concept.
§ 540.222 Land located in flood plain.

HUD encourages location of projects
in flood plains. However, if a proposed
project is located within the limits of a
flood plain area, the applicant is re-
quired to submit certain statements con-
cerning potential hazards, justification
and designs for the area (see § 540.247).
§ 540.223 Sanitary landfill treatment.

Property proposed for sanitary land-
fill treatment can be acquired under the
program only when the project meets
the following requirements:

(a) The applicant must provide certi-
fications by appropriate local and State
agencies that the landfill operation will
not contribute to water or air pollution,
or cause a public nuisance; and

(b) The proposal must provide for
readying the land for open space use
within 10 years; and

(c) An "Environmental Impact State-
ment" must be submitted (see § 540.220).
§ 540.224 Disaster Relief Act of 1970

(Public Law 91-606).
Projects in Presidentially proclaimed

major disaster areas will be given pri-
ority and immediate consideration for
grant assistance.

§ 540.225 Properties on the National
Register.

(a) Section 106 of the Historic Preser-
vation Act of 1966 (Public Law 89-655,
80 Stat. 915) requires that all Federal
agencies prior to licensing or approving
any undertaking, shall take into account
the effect of a project on any district,
site, building, structure, or object listed
on the National Register of Historic
Places, maintained by the National Park
Service of the U.S. Department bf the
Interior.

(b) If any proposed project under the
program will adversely affect a National
Register property, the applicant should
bring it to the attention of the HUD
Area Office.
§ 540.226 Acquisition and clearance.

(a) For open space or historic preser-
vation purposes. Land to be acquired
must be located in an urban area and
must be within the area for which the
applicant exercises, or participates in the
exercise of, open space responsibilities.
Acquired land may be undeveloped, pre-
dominantly undeveloped or deveroped.
Acquisition of developed land is per-
mitted only if the local governing body

"determines that adequate open space
cannot effectively be provided through
the use of existing undeveloped or pre-
dominantly undeveloped land. No size
limit is imposed on acquired undeveloped
or predominantly undeveloped sites.
However, the size of developed land sites
will generally be limited to no more than
4 acres.

(b) For urban shaping projects. Land
must be undeveloped or predominantly
undeveloped. If withheld from commer-
cial, industrial, and residential develop-
ment, land must have special significance
in helping to shape economic and desir-
able patterns of urban growth outside of
existing urban areas Which is directly
related to the development of new com-
munities or the expansion and revitaliza-
tion of existing communities.

(c) Impact on project cost. For the
purpose of computing the amount of the
Federal grant generally no more than the
fair market value of the acquired land
will be considered. The fair market value
(FMV) will be established in accordance
with procedures stipulated in §§ 540.232-
540.234. The HUD share of acquisition
cost will not exceed 50 percent (or 75 per-
cent in the case of "urban shaping" proj-
ects) of the certified FMV regardless of
the cost incurred by the applicant, unless
the property is acquired by condemnation
and the award is determined by a trial
on the merits of the issue of value ac-
cording to law. Any amount paid pur-
suant to a stipulation of agreement with
an owner in excess of the certified FMV
acquisition price will not be recognized
as a project cost.
§ 540.227 Timing of acquisition.
- Project cost will not include the FMV
of land acquired prior to HUD authoriza-
tion to proceed with purchase. Land will
be considered acquired as of the date a
mutually binding purchase agreement Is
executed, title to the land is transferred,

or condemnation proceeding Is initiated
which proceeding cannot be withdrawn
without penalty, whichever Is earliest.
§ 540.228 Completion of acquigition.

4
Acquisition uder an approved project

must be completed or condemnation pro-
ceedings must be instituted within 12
months of the time the grant contract Is
executed between HU and the appli-
cant unless an extension of the time
period has been specifically requested
and approved in writing by HU).
§ 510.229 Eligible ncquiition co4v.

(a) Costs related to acquisition whilch
are eligible for grant assistance include:
The cost of required appraisals, title re-
ports, assurances of title, negotiation ex-
penses, cadastral survey of the project
boundary, condemnation court costs, at-
torney's fees for condenmationu and
closing purchases, closing costs, intereAt
paid on condemnation award, taxei and
public service charges allocable to the
period after acquisition, as well as per-
missible or required costs under the Unl-
form Relocation Assistance and Real
Property Acquisition Policies Act of 1970
(Public Law 91-646, 84 Stat. 1894) and
the HUD Secretary's rules and regula-
tions issued thereunder (24 CF0R P,,i t 411 .

(b) However, attorney's fees of the ap-
plicant for necessary legal services will
not be considered an eligible project co.t
if the attorney performing the service Is
a regular employee of the applicant, or If
he or his firm Is employed under a lump
sum retainer arran..ement to perform all
services for the applicant.
§ 540.230 Land acqul ition p',liclcr and

requirements.
Projects under the program are subject

to all requirements of the Uniform Re-
location Assistance and Real Property
Acquisition Policies Act of 1970 (Publio
Law 91-646, 84 Stat. 1894) and the
Secretary's rules and regulations Is-iued
thereunder (24 CFR Part 42). Appli-
cants will be required to submit satis-
factory assurances under section 305 of
'the Act. Details for land acquisition pro-
cedures and requirements are available
from the HUD Area Office.
§ 540.231 Terms and conditioro of li-

quisition.
Each property shall be acquired on the

following basis:
(a) Title. Except as indicated in

§ 540.237, fee simple title shall, be ac-
quired subject only to reservatlon, out-
standing Interest, encumbrances, and
exceptions to title approved by IUD.

(b) Closing and possession, To the ex-
tent practical, the owner shall be per-
mitted in the agreement of sale to de-
termine the date for closing and delivery
of possession.

(c) Taxes and public charges. Real
property taxes and any charges for pub-
11c services (such as water, sewerage, and
trash collection) shall be prorated as of
the date title vests in the applicant or
the date of taking possession or under a
court order in an eminent domain pro-
ceeding or under a voluntary given right
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of entry and possession, whichever oc-
curs first.

(d) Rents and deposits. Rents and de-
posits collected by a seller from tenants
shall be either prorated as of the date of
closing or retained by the seller for the
rental period in which title is acquired
by the applicant. Any deposits or rent
prepaid to the seller beyond the end of
the current rental period or beyond 1
month after closing, whichever occurs
first, shall be paid by the seller to the
applicant at closing.

(e) Closing costs. The expense of clos-
ing, including examination and evidence
or assurance of title and preparation and
recording instruments of conveyance to
the applicant, shall be paid by the ap-
plicant as an eligible project cost. But
the applicant shall not pay any cost of
clearing title.
§ 540.232 Determining fair market

value.
In making its determinations of fair

market value, the applicant shall take
the following actions:

(a) Appraisals. Each property shall be
appraised independently by two con-
potent professional appraisers selected by
the applicant. An additional appraisal is
permitted if required by State law, if
discrepancies appear in the two ap-
praisals first obtained, or there is pres-
ence of trade fixtures in a property.

(b) "Staff review of appraisals. The ap-
praisals must be reviewed by a competent
staff appraiser or a private professional
appraiser under contract to the appli-
cant. The review shall require the ap-
praisers to make any correcions in their
reports needed to ensure substantial con-
slstency in factual data therein. The re-
viewer shall determine the acceptability
and adequacy of the appraisal reports,
including the data and analyses fur-
nished by the appraisers to support their
opinions of value. The review shall in-
elude an on-site inspection of the prop-
erty and of the comparable properties
considered by the appraisers in deriving
their valuations. If the reviewer finds the
appraisal reports acceptable and properly
documented, he shall determine for each
parcel his opinion of the fair market
value thereoL The reviewer findings shall
be set forth in a written report which
shall identify the appraisal reports re-
viewed and explain the basis for his con-
clusion as to fair market value.

(c) Applicant's determination of value.
The applicant shall study its review
appraiser's fair market value determina-
tions and his report thereon. With re-
spect to properties for which the
governing body of the applicant accepts
the reviewer's report and valuations, it
shall adopt a resolution which among
other things:

(1) Establishes the fair market value
of each property;

(2) Identifies each property by name
of owner, parcel number of other
identification;

(3) Delimits the property and the in-
terest to be acquired therein;

(4) Certifies as to the work of the
appraisers and the review appraiser with
respect to each property.
With respect to any properties for which
the applicant does not agree with Its re-
view appraiser's determinations of fair
market value, the applicant shall submit
to HUD, for determination of the ac-
quisition price which may be included
in project cost, all appraisal reports on
the properties, the reports of the review
appraiser, a statement of the determina-
tion of fair market value proposed by the
applicant and its Justification therefor.

(d) Procedure after determining fair
market value. (1) A certified copy of the
resolution of the applicant, which es-
tablishes the applicant's determinations
of fair market value, shall be sent to
HUD promptly after its adoption.

(2) After submitting the resolution to
HD, the applicant shall promptly open
negotiations for the acquisition of the
properties involved in accordance with
the Uniform Relocation Assistance and
Real Property Acquisition Policies Act of
1970 (Public Law 91-646, 84 Stat. 1894)
and the BUD Secretary's rules and reg-
ulations issued thereunder (24 CFR Part
42).
§ 510.233 Property of local government

or certain officials.
If a parcel Is owned, or was owned at

any time after the ilng of the applica-
tion, by another public body, a member
of the applicant's governing body, or an
officer or employee of the applicant who
exercises any responsible function In
carrying out the project, the maximum
amount that will be recogmized for the
acquisition of thb parcel, whether ac-
quired by purchase or condemnation, will
not exceed the lowest of the following:

(a) The fair market value, as con-
curred In by HUD.

(b) The price paid by such owner, if
the owner acquired the property after
the filing of the application, except by,
or as a consequence of, foreclosure of a
tax lien.

(c) The price received by such owner,
if sold after the filing of the application.
§ 540.234 Valueof public property.

The determination of fair market value
for a property owned by a public entity
shall not reflect:

(a) Enhancement or depreciation at-
tributable to the undertaking of the
project.

(b) Enhancement in value from any
cause after the first acquisition of pri-
vately owned property for the project.
The determination of fair market value
shall not exceed the highest satisfactory
appraisal, properly adjusted to take the
foregoing factors into account and shal
be the value of the property for private
uses for which the property Is suitable or
adaptable.
§ 540.235 Acquisition of structures.

(a) Structures located on land being
acquired, may be acquired and their
acquisition cost Included as an eligible
project cost, If In the Judgment of the
HUD area office such acquisition does not

change the open space character of the
project. Unlezs infeasible or impractical
structures which are not tobe demolished
should be considered for possible recrea-

-tion or open space related functions. Eli-
gible costs for refurbishing such struc-
ture are discuzed in § 540.242.

(b) Where demolition is contemplated
and permissible, for each structure the
cost of acquisition, demolition, and site
clea-ance, less salvage value, may be in-
cluded In the project cost. To the extent
possible, structures to be demolished and
cleared should be small, detrimental, or
dilapidated and substandard.
§ 510.236 ,1ortgage or deed of trust.

Land encumbered by mortgages or
deeds of trust may be acquired provided:

(a) That such an agreement does not
extend for a period of time longer than
ten (10) years;

(b) T at no grant payment will be
made until the amount owing on the
mortgage or deed of trust note has been
reduced to 50 percent of the certified
fair market value (111V) of the acquired-
property.
§ 540.237 Acquisition of less than fee

interest.
Applicant proposals to undertake proj-

ects involving acquisition of less than a
fee interest in land will be considered by
HUD on a cace basis. Such exemptions to
fee simple title could include the pur-
chase of eacements, purchase agree-
ments subject to life-estates, lease-back
arrangements or reserved rights, and
short- or long-term leases. Specific in-
formation on allowable exceptions can be
obtained from the BUD Area Office.
§ 5,10.238 Deed restriction: recordntion.

(a) Deeds and other instruments re-
quired to vest title of record in the appli-
cant shall be recorded. For each assisted
open space site, applicants shall record
In the d e or land records of the juris-
diction a restriction which states that
the sale, lease, mortgaging, or creation of
other Indebtednes or other transfer of
the site or any interest therein is sub-
ject to the prior approval of the Secre-
tary of Housing and Urban Development-
and for properties listed on the National
Register of Historic Places prior approval
of the Secretary of HUD and the Secre-
tary of the Interior must be provided for.

(b) Cost of recordation Is an eligible
project cost.
§ 510.239 Eligible development costs.

Development and clearance activities
are eligible under the Proram. Such ac-
tivities must be compatible with the na-
ture of the community's control of the
land. If a community controls lands by
means of a short-term lease, then azsist-
ance will not be provided for expensive
and immovable types of development.
ProJccts undertzauen as "urban shapers"
(75 percent grants for land acquisition
cost) may include development (50 per-
cent grant) where the development is
compatible with both the immediate and
long-term use of the land and where the
project is In a defined urban area.
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§ 540.240 Timing of development activ-
itics.

(a) Development activities begun prior
to the issuance of a letter of consent will
not be eligible for assistance. Develop-
ment is considered commenced as of the
date the applicant becomes uncondi-
tionally bound by a contract or issues a
work order covering the activities in
question, or actually begins the activities,
whichever is earlier.

(b) In combined acquisition and de-
velopment projects, development must
be commenced either within 6 months of
the date the land is acquired or the con-
tract for the project is executed, which-
ever is later. All activities must be com-
pleted within 1n months of contract
execution. I

(c) Where a project involves develop-
ment only, activities must commence
within 6 months of contract execution
and be completed within 12 months of the
contract execution date.

(d) HUD will give priority status to
applications involving areas where there
is a critical need for recreational facili-
ties, and which contemplates immediate
development of such facilities.
§ 540.241 Development and restoration

planning. '
Site design plans, detailed construc-

tion drawings, and specifications, and
restoration plans, drawings, and specifi-
cations are required for all development
and restoration projects carried out un-
der the program. Preparation of such
plans, drawings, and specifications may
be undertaken prior to the submission
of an application; however, the cost of
such preparation will be eligible as part
of project costs only if undertaken after
issuance of an authorization to proceed
(see § 540.247). Notwithstanding the
foregoing restrictions, the reasonable
costs of preliminary and general plan-
ning necessary to estimate project costs
for application or preapplication pre-
paration will be eligible for inclusion in
project costs even if incurred prior to
Issuance of an authorization to proceed.

§ 540.242 Park development.
Plans for developing park and open-

space land must insure that the land's
character as open space is preserved.

(a) Structures. (1) As a general rule,
no more than 10 percent of the area of a
site may be occupied by structures or
buildings not being preserved under his-
toric preservation. However, when the
area to be acquired is 2 acres or less, the
10 percent limitation may be waived.
Recreation improvements such as game
courts or minor structural apparatus
such as playground equipment are not
included in the 10 percent computation.
The applicant must obtain prior HUD
approval of any construction which
would result in covering more than 10
percent of an open-space site with major
structures or buildings, whether or not
HUD assistance is required for the pro-
posed development activities.

(2) Applicants planning to use a por-
tion of an assisted site for the location of
any building or other structure not

clearly related to public recreation and
other leisure time activities, must obtain
advance permission in writing from
HUD.

(b) Swimming pools. (1) Pools serv-
ing either low-income or high density
populations or both will be eligible for
grant assistance. To meet the low-
income requirement the median family
income of the service area of a swimming
pool would be $5,000 or less. HUD will
consider waivers for special situations.
To meet the high density requirements
the pool must be located in an area that
is zoned for high density uses, such as
high-rise apartments, multiple family
dwellings and row houses.

(2) Year-round pool facilities are
eligible for assistance under the pro-
gram. Such assistance may include up to
$100,000 per project in grant funds for
the costs of any structure providing
weather protection.

(c) Other development. Basicaactivi-
ties for making a park site useable or in-
creasing its usefulness may be funded
under the program. Such activities
include:

(1) Transportation and circulation.
Roadways, vehicular bridges, and park-
ing areas as well as sidewalks, foot
bridges, and paths for walking, hiking,
and bicycle riding.

(2) Landscaping and basic site im-
provement. Grading, planting, and seed-
ing. Construction of retaining walls,
bulkheads, curbing, fencing, directional
signs, site markets, and fixtures neces-
sary for safety measures.

(3) Utilities. Installation of basic util-
ities needed to serve the area, including
sanitary sewers, storm sewers, and drain-
age systems, water lines and water fa-
cilities, electric facilities, lighting fix-
tures, and undergrounding of utility
lines.

(4) Recreational facilities and equip-
ment. Facilities having long-term use-
fulness, including playground apparatus,
paved game courts, game fields, wading
pools, fountains and reflecting pools,
equipment for use by particular age
groups, such as the elderly, and picnic
areas including fireplaces, tables, and
shelters.

(5) Improvement of acquired struc-
tures. Minor refurbishing of structures
acquired shall be allowed if the building
will be used for recreation purposes.
Eligible costs for the restoration of his-
toric structures listed on the National
Register are discussed in § 540.245.
§ 540.243 Environmental improve-

ments.
Activities designed to make -public

lands more pleasing to the eye, more at-
tractive and compatible with their sur-
rounding area, and more useful to resi-
dents may be assisted. Generally, assist-
ance will not be provided for the con-
struction of buildings; however, small
structures, such as bus shelters and
kiosks may be eligible for assistance if
they contribute to the greater use and
enjoyment of public lands. Eligible ac-
tivities under this category are as
follows:

(a) Malls, squares, and plazas. Con-
struction or installation of fountain.,
decorative pavement and lighting:,
planters, street furniture, kiosks, lava-
tories, sculpture, and similar Improve-
ments. Activities In behalf of the arts
such as construction of facilities for out-
door exhibits may also be Included; how-
ever, the applicant should consult with
HUD in cases where the cost of such
facilities will be more than nominal.

(b) Improvement of linking areas ol
the community. Community-wide im-
provement of streets, greenways, park-
ways, stream valleys, rights-of-way,
and other nonrecreatlonal public plaeei,
Eligible activities Include tree planting,
landscaping design, construction, signs,
undergrounding of utilities, and other
measures to beautify the area over and
above normal maintenance.

(e) Public buildings and sites. Instal-
lation of landscaping, special fencing,
lighting and paving, wall murals, mosaics
and effect lighting. In all cases, the site
for which assistance is granted must be
available to the general public.
§540.244 Underground placement of

utility distribution systenig.
As used In this subpart, the term, "util-

ity distribution systems," means existing
low-voltage overhead electric and tele-
phone utility distribution lines or sys-

- tems. Underground placement of high
voltage distribution systems Is not elig-
ible for funding under the program.
Underground placement of portions of
existing utility distribution systems
located on a program assisted site will In
no event be funded unless the locality has
adopted and is enforcing legal measures
to assure that utility distribution systems
Installed in the future will be placed
underground. If the utility company may
legally be required to place existing lines
underground at Its own expense, no part
of the cost is eligible for grant assistance,
However, if the utility company may not
be so required, the net cost of placing a
portion of an existing system under-
ground, which portion Is located on a
program assisted site Is eligible for fund-
ing. "Net cost" means the cost remaining
after the salvage value of transformerm
and other salvable equipment has been
deducted. If capacity Is Increased at the
same time that utilities are placed
underground, the cost attributable to
increase of capacity Is not eligible for
assistance.
§ 540.245 Eligible historic preervation

activities.
In addition to the activities previouly

listed under park development and en-
vironmental Improvements, there are a
number of special activities relating to
historic preservation which are eligible
for funding under the program.

(a) Acquisition, restoration, and other
eligible activities. (1) Acquisition of prop-
erties (see § 540.229).

(2) Restoration of historic sites, areas,
and structures t6 which the applicant
has title or other permanent Interest ap-
propriate to the proposed project.
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(3) Construction and stabilization
costs to make historic buildings struc-
turaly safe.

(4) Architectural fees and related pro-
fessional services essential to restoration,
including -necessary historical research
and measured drawings.

(5) If historic structure to be restored
is to be used for private purposes, only
costs of external restoration and costs of
making the structure safe, are eligible.

(6) If historic structure will be open
to the public on arregular basis, complete
restoration of the interior building com-
ponents will be eligible. This includes
detailed restoration of nonstructural fix-
tures, and of interior works of art which
are an integral part of the structure.

(7) If the structure will be open to the
public but complete interior restoration
is not planned, program funds may be
used for interior construction work to
make the building useable. This will in-
clude basic interior finish and detailing.

(8) Exploratory engineering or archi-
tectural investigation for the purpose of
determining structural integrity, making
restoration or rehabilitation cost esti-
mates, or determining whether structure
is safe to the public.

(b) Moving historic structures. Mov-
ing an historic structure will be funded if
evidence is presented that the structure
faces imminent danger of loss unless
moved. The following are eligible moving
costs:

(1) Stabilization of structure neces-
sary for transportation.

(2) Transportation of structure.
(3) Rough grading and preparation

of new site and provision of suitable
foundation.

(4) Public utility disconnections and
reconnections as necessary.

(5) Acquisition cost of new site only
when there is no suitable publicly owned
site.

§ 540.246 Project selection system.
(a) General. (1) Project selection is

a systematic method of selecting for ap-
proval those applications which best
meet the national goals of the legislation.

(2) The method of selection relies on
information provided in the application;
therefore, applicants are urged to refer
to the ranking criteria which follow
to ensure that pertinent information
about each project which aight influence
its ranking is submitted with the
application.

(b) Ranking of applications and fund-
ing decisions-(1) Priority projects.
Those priority projects receiving letters
of fund assurance shall be classified as
to output classification and be processed
for technical compliance and announce-
ment. The following types of high pri-
ority activities may receive preapplica-
tion fund assurance by submitting a let-
ter of intent:

(i) Requests to develop open space in
service areas where existing public open
space is under 2.5 acres per thousand
population. Project development must
take place within 1 year.

(ii) Requests to provide open space
opportunities within a year to low- or

moderate-income housing developments.
These housing developments must in-
volve 50 or more housing units and must
be already existing or planned for
construction.

(iii) Requests from a State or county
to construct recreational facilities within
a year on a site accessible to the central
city in the already-developed or develop-
ing part of a Standard Metropolitan
Statistical Area (SMSA). Access might
be by public transportation or by come
special transit program.

(iv) Requests to develop within 1
year, open space facilities serving low-
income citizens in built-up portons of
urban areas. Citizen participation in
selecting and planning the site should
be evidenced and if a model city neigh-
borhood, a favorable statement from the
CDA Director should be attached. These
priority projects receiving letters of fund
assurance shall be classified as to output
classification and be processed for tech-
nical compliance and announcement.

(2) Nonpriority projects. (i) Nonpri-
ority projects shall be classifled as to
output group and considered for pos-
sible funding based on their ability to
meet the ranking criteria and within
funding constraints of each output
group. Once applications in a decision set
have been classifed into pro.ram out-
put groups, they are ranked within each
output group by a series of paired com-
parisons. Under this technique, any two
applications are compared with each
other on the basis of the criteria for the
group. One application is ranked above
the other and then a third application
is ranked separately with the first two,
being compared against them one at a
time. This process is repeated for the
whole group so that each application
has been ranked against all others.

(ii) Once all of the output groups have
been ranked, the budget for the decision
set is distributed among the output
groups by the area office. The top 10 per-
cent of applications not funded will be
held for a second analysis in the next
decision set; the balance will be returned
to the applicant. No application will be
ranked in more than two decision sets.

(c) Project analysis. The project selec-
tion system involves three basic steps:
(1) Classification of each site into a
"program output group," (2) ranking of
sites within each group according to
specific criteria established for each
group, and (3) decision on funding each
program output group within the budget.
Sites are classified into one output group
that best characterizes the site and Its
use.

(d) Program output groups-(l) Gen-
eral. Projects classified in Groups A, B,
and D must be within Standard Metro-
politan Statistical Areas (SMSAs).
Groups C and F include both SMSA and
non-SMSA areas; Group E includes non-
SMSA areas only.

(2) Group A-Encouragncnt of bet-
ter urban form; tracts that wifl demon-
strably help guide urban development or
redevelopment (urban shaping prol-
ects)-(l) General considerations. (a)
The key word Is "demonstrably" Essen-

tially all public acquisitions of land have
some effect on urban development, either
present or future. This group is limited
to open space proposals involving acqui-
sitions clearly intended as shaping me-
chanism.s. Examples are such elements of
guiding growth as preventing the de-
velopment of flood plains for incompati-
ble use , separation of land uses, buffers,
and rezervation of stream valleys.

(b) Clasasification of proposas into
this roup must reco nize the element of
shape and scale for effectivene s. Mainor
acquisitions whose shaping influence
would be limited to the land immediately
adJoining would not qualify for this
group.

(e) Large acquis tion whose effect
could not be re-istered within the next
,5-7 years should not be included in this
group, even though the site could even-
tually have long-range shaping influence
a dccade or more hence.

(it) Raning criteria. (a) Evidence
of technique. other than land acquisition
being effectively used to guide urban
growth and development, such as ordi-
nance3 and activities supporting less-
than-fee preservation of open space, tax
incentives, and regulations for planned
unit developments.

(b) Dzgree to which the form and
timing of the project can be expected
effectively to guide growth or develop-
ment by preventing sprawl, seprating
land uses or densities, preventing uneco-
nomical development, etc.

c) Dagree to which the project is
geared to the planning process and is
specifically related to projected growth.

d) Imminence of loss to incompati-
ble development.

Ce) Evidence of community need for
Federal assistance, including frequency
and volume of prior g=nts.

(3) Group B--Areas providing
needed open s .ce opportunity in low-
income nelghborhood s-(i) General Zcon-
siderations. (a) Neighborhood or com-
munity here means the service area of the
specific project-within a 10-minute
walk for a tot lot in a densely build-up
area, within the city limits for a city-
wide park, and so forth. Sites may range
In size from a few, thousand square feet
to 10 to 20 acres or more.

(b) Median family income In the serv-
ice area or neighorhood of the project
below $5;000 shall be taken as suficient
evidence to warrant classification in this
group. This standard is not inflexible,
however. Other cases where the facility
Is sPcifcally designed to serve the needs
of low-income families, and where access
to the site Is available or will be pro-
vided by the community may also fit
this group.

(i) RanNng criteria. All projects in
this group are eligible for fund assur-
ance and will not be subject to the proj-
ect selection system.

(4) Group B-2-Neighborhoodparls-
(1) General considerations. (a) This
group includes most small parks and
recreation areas and includes projects
whose primary function Is the provision
of active outdoor recreation to large
numbers of people. It includes organized
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game areas, tot lots, most small to mod-
erate size city and neighborhood parks
(except where any of the aforementioned
facilities are in a low-income area, in
which case they would be classed as
B-l).

(b) Areas over 20 acres would not
normally meet this group definition. The
existence of smaller areas within a large
facility which are intended for intensive
development (such as a children's play-
ground in a large regional park) would
not qualify the larger area for classifica-
tion in this group.

(ii) Ranking criteria. (a) Degree to
which the proposed project will meet the
needs of a broad spectrum of the service
area population, including its ac-
cessibility by walking or public
transportation.

(b) Evidence of unmet recreation
needs.

(c) Evidence of rapid community
growth.

d) Proximity of the project to the
city center.

(e) Evidence of intent to develop the
area for immediate use.

(I) Imminence of loss or incompatible
development.

(g) Number of people who may bene-
fit from the project relative to the in-
vestment.

(h) Evidence site is the last remain-
ing suitable undeveloped land in a
neighborhood.

i) Evidence of community need for
Federal assistance, including frequency
and volume of prior grants.

(5) Group B-3--General recreation
areas-(i) General considerations. This
group includes most large city parks,
regional parks, and areawide facilities.
It includes many areas devoted to hunt-
ing, fishing, picnicking, camping, hiking,
nature study, ski areas, and most land to
be developed for golf courses.

(ti) Ranking criteria. (a) Evidence of
unmet recreation needs.

(b) Evidence of rapid community
growth.

(c) Proximity of the project to the city
center, and accessibility by walking or
public transportation.

(d) Evidence of intent to develop area
for immediate use.

(e) Imminence of loss or incompatible
development.

() Evidence of priority assigned the
project in areawide and local planning
and programing.

(g) Number of people who may benefit
from the project relative to the invest-
ment.

(h) Evidence site is the last remaining
suitable undeveloped land in the service
area.

(I) Evidence of community need for
Federal assistance, including frequency
and volume of prior grants.

(6) Group C-Historic sites and struc-
tures including non-SMSA-(i) Gen-
eral considerations. (a) This group
includes all projects intended primarily
to preserve historic sites, structures,
buildings, or objects. It also includes the
area immediately surrounding the his-
toric site that will be treated as part of

the same complex. Large areas having
historical buildings will not automati-
cally be classified in this group, unless
the primary function of the entire area
is to preserve or protect the historic sites.

(b) This group is normally limited to
relatively small sites (20 acres or less) at
the location of the historic site.

(e) In selecting projects for grant as-
sistance, HUB will give special considera-
tion to those projects which are related
to the Department's broad goals and
which help support other HUD-assisted
activities.

(ii) Ranking criteria. The following
factors will be considered in evaluating
projects for grant assistance:

(a) Potential contribution to the com-
munity or area in light of planned use of
the property.

(b) Historic or architectural signifi-
cance of the site, structure, or area.
(c) Evidence of need for Federal as-

sistance.
(d) Imminence of loss, including an-

ticipated construction, use change, de-
terioration, etc.

(e) Priority of project in any existing
State or areawide historic preservation
plan.

Mi) Potential contribution to the com-
munity or area in light of the project's
relationship to other HUED goals, includ-
ing citizen participation and the rela-
tionship to programs and projects de-
signed to help meet the Nation's housing
goals.

(7) Group D-Scenic and conservation
areas-l) General considerations. (a)
This group is largely devoted to resource-
oriented open space projects. Examples
of typical areas include a municipal
watershed, a nature area, a scenic vista,
preservation of wetlands, examples of
the natural environment, small forest
preserves, ecologic laboratories, general
watershed protection areas, wildlife sanc-
tuaries and habitat, and similar areas.

(b) Areas classified in this group may
involve some use of the area for outdoor
recreation, including hunting, fishing,
camping, picnicking, hiking, skiing, na-
ture walks, and so forth.

(i) Ranking criteria. (a) Evidence
that the project will meet an urgent
local need.

(b) Evidence of priority afforded the
project by areawide and local planning
and programing.

(c) Evidence of multiple open space
uses being served, and if recreation is
involved, accessibility of the area by pub-
lic transportation and intensity of use.

(d) Evidence the project is a key part
of an open space plan.

(e) EvIdence that less-than-fee ac-
quisition will not suffice.

(f) Evidence site is the last remaining
suitable for this purpose in a community
or neighborhood.

(g) Ecological significance.
(h) Evidence of community need for

Federal assistance, including frequency
and volume of prior grants.

(8) Group E-Small towns (except
historic projects-l) General considera-
tions. This group includes all open space
projects (except historic projects) from

applicants outside Standard Metropoli-
tan Statistical Areas. The purpose of this
group is to recognize the difference. of
scale, purpose, size of clientele, and dollar
magnitudes more often involved in pro-
posals submitted by smaller communitica
outside SMSA's. Within the group, a tub-
classification should be assigned to place
the project in Groups A, B, or D. Thti
subgrouping is used for Identiflcation
purposes.

(M) Ranking criteria. (a) Evidence
that the project will meet an urgent local
need.

(b) Evidence of priority afforded the
project by local programing.

(c) Evidence the proposal will have
substantial favorable economic impact-
e.g. increased tourism.

(M) Evidence of intent to develop area
for Immediate use.

(e) Evidence of local financial con-
tribution.

Mi) Relative number of people who
may benefit from the project for the
investment required.

(g) Evidence of community need for
Federal assistance, including frequency
and volume of prior grants.

(9) Group F-Envronmental im-
provements-(i) General considerations,
This group includes community-wide
efforts to improve the overall appearance
of a community or neighborhood. Par-
ticular emphasis Is placed on those areas
which although not yet blighted to the
point of requiring major rehabilitation,
are ugly and uninviting-lacking in Im-
provements so Important to a sense of
community spirit.

(Mi) Ranking criteria, (a) Evidence
that predominant costs of activities in-
cluded in the application will be allocated
for residential or residentially related
activities.

(b) Degree to which the form and
timing of the project can be expected to
effectively help in the overall upgrading
of the neighborhood or community and
extent to which this program is coordi-
nated with other programs and regula-
tions to improve the quality of the
environment.

(c) Evidence of community need for
Federal assistance, including frequency
and volume of prior grants.

(d) Special urgency in the need for
grant funds resulting from such factors
as rapid increase in population or where
the project will benefit low and moderato
income persons in an area being devel-
oped for new residents, high population
density, natural disastero, or an unem-
ployment problem among the disadvan-
taged or minority group members.

(e) The adequacy of the local capital
Improvements program as It relates to
the development of a, continuing en-
vironmental Improvement effort.

(10) Special cases. (i) Moll and
plazas are classlfied as Group A.

(Qi) Very large open sace systems re-
lated to a metropolitan area are claxsl-
fled as Group A.

(ll) Beaches are clazified as either
Group B-1 or B-2, as appropriate.
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(iv) School-park complexes are classi-
fied as either Group B-1 or B-2, as
appropriate.

§240.247 Submission and processing
requirements.

(a) Applications. Application forms
and technical assistance in application
preparation are provided by HE] area
offices. Preapplication conferences will
usually be required for new applicants
and may be required for any other appli-
cant at the discretion of the HUD office.
Applicants are encouraged to submit a
consolidated application covering all
program assisted activities planned for 1
year.

(b) Letters of intent. Applicants may
file a complete program application or
a letter expressing intent to submit an
application. If the applicant submits a
letter of intent, it must contain enough
information to qualify the site(s) pro-
posed for assistance in one of the priority
categories listed in § 540.246 and must in-
elude the following information:

(1) Name and address of the official
applicant agency.

(2) General (neighborhood) location
of the site(s) to be acquired and/or
developed.

(3) Estimated total project acreage
and cost (including acquisition and
development).

(4) A commitment to acquire the land
and/or complete development within 1
year.

(5) If specific sites are planned, then
comments from the Areawide Planning
Agency and the A-95 Clearinghouse are
needed.

(c) Letters of assurance. (1) Upon re-
ceipt of a letter of intent, HEUD may issue
a "letter of assurance" immediately, but
in any event HUD will respond to the ap-
plicant within 1 week either providing a
letter of assurance, or explaining to the
applicant why such assurance wi not be
issued.

(2) The letter of assurance will tem-
porarily set aside the necessary funds,
following which the community will have
120 days to complete the necessary ac-
tions that can permit formal submission
of a complete application. If the appli-
cant has not "taken up" -the assurance
at the end of the 120-day period, the
assurance will be canceled.

(d) Condemned land. If a condemna-
tion proceeding has been instituted with
respect to any land covered by an ap-
plication for grant, the application docu-
mentation shall identify the parcels for
which condemnation proceedings have
been instituted and, with respect to
those parcels, include the following:

(1) An opinion by the legal counsel
for the applicant, establishing the legal
authority of the applicant to discontinue
the condemnation proceedings at any
time prior to judgment without incur-
ring substantial liability or penalty, and

(2) A statement that the applicant
complied with HU) land acquisition pol-
icy requirements prescribed in § 240.230

and describing the negotiations under-
taken to purchase each parcel.

(e) Flood plain areas. If a proposed
project is located within the limits of
a flood plain area, the applicant should
contact the HUD Area Office for instruc-
tions.

() Processing procedures. Upon re-
ceipt of the application, HE)) will assign
a project number. A notification will Im-
mediately be sent to the applicant ac-
knowledging receipt of the application,
giving the assigned project number and
indicating that the application has been
accepted for processing or if not, why
not. If nonremediable defects are noted
(such as ineligibility of proposed proj-
ect), the applicant will be advised that
the applicant is rejected for nonremedl-
able reasons. If the application Is incom-
plete, the applicant will be given 30 cal-
endar days to submit the additional ma-
terial. If requested informations Is not
received within 30 calendar days, the
application may be canceled and re-
turned to the applicant.

(g) Autiwrization to proceed. (1) The
program cannot assist land acquisition
or project development activities com-
menced prior to express HUD autfioriza-
tion to proceed.

(2) Property will be considered ac-
quired as of the date a mutually binding
purchase agreement Is executed, title Is
transferred, or a condemnation proceed-
ings is initiated wlich cannot be dis-
continued without incurring substantial
liability or penalty, whichever is earlier.

(3) Development will be considered
commenced as of the date the applicant
becomes unconditionally bound by a con-
tract or issues a work order covering the
activities, or actually begins the activi-
ties, whichever is earlier.

(4) The letter acknowledging applica-
tion receipt is not an authorization to
proceed.

(5) HUD authorization to proceed
with activities under a pending applica-
tion in advance of a decision on the ap-
plication does not insure that the proj-
ect will later be approved for grant as-
sistance. This authorization is extended
to applicants only on an "at your own
risk" basis.

§540.248 Financial requirementq, re-
strictions, and information.

(a) Inspection fee. An inspection fee
must be included in the computation of
the total cost of any application. The
amount of the fee is based on the cost of
all eligible activities included in an ap-
plication and, in any event, will be not
less than $750. The applicant's share of
the fee will be collected by deducting It
from the initial payment of grant funds
under an approved project. Specific ad-
vice regarding the inspection fee will be
provided by HUD area offices.

(b) Fee schedule for real estate ser-
ices. For projects involving the acqulsi-
tion of land, the estimated expense of
real estate negotiation services, as an
eligible administrative cost, may be com-
puted from the maximum allowable fee
schedule set forth below:

Mraximum
Zand Valuation Compe m.atio,

Le3 than $2,003.-- 25 plus 3 percent of
excc= above $500.

t2,000 to 5c0o--- $70 pluz 2 percent of
cxcesz above $2,000.

$5,000 to $10,000-- $130 plus 1%' percent of
exce3 above $5,000.

s10,00O to 020c00__ $205 plus 1 percent of
excez3 above $10,000.

$20,000 to $50.000- C305 plus % percent of
excez- above $20,000.

$o,000 to 0200,000. C505 plus 0.2 percent of
exces3 above $50,000.

*200,000 or more.- 6805 plus 0.1 percent of
exc--- above $200,000.

(c) Local share-(1) General. The
local share of total project cost may be
made-up of cash, force account work, or
private donations of land, or materials.
However, "not more than 50 per centum
of the non-Federal share of such eligible
project cost may be made up by dona-
tions of land or materials" as provided in
section 702 of the Act. The remainder of
the non-Federal share may be made up
of force account work.

(2) Donations. (i) Gifts, bequests, and
endowments of money or land, except
anonymous donations, to the applicant
are acceptable for up to 50 percent of the
applicant's share of project costs, sub-
ject to concurrence in advance by HUD.

(i) If a project is to involve donations
of land or material obtain details on
eligibility from the HU) area office.

(3) Force account. Services provided
by the applicant through utilization of
Its pwn employees in carrying out devel-
opment plans and activities may be uti-
lized as part of the non-Federal share of
a project.

d) Federal share. Grants under the
program will be made only to reimburse
the applicant for expenditures made for
project activities. Therefore, the appli-
cant must demonstrate capacity to
finance project costs prior to receiving
assistance.
§ 540.2,$9 Project approval.

Information about HU's actions and
requirements following grant approval
will be furnished by the HUD Area
Office.
§540.250" Transfers, converions, in-

terim use.
(a) General. Projects receiving assis-

tance are to be utilized as specified in the
application and H=] grant contract.
Under some conditions, the intended use
may be altered if the change is in the in-
terest of the applicant grantee and the
Federal Government. Any proposed in-
terim use, incidental change in use of
conversion to other uses, however, must
have prior approval of HUD. Further-
more, any income realized from interim
uses must be deducted from total project
cost or oMclally earmarked for open
space purposes.

(b) Short term transfer of interests--
(1) Transfer where there is al-incidentai
change of use. Transfer of an interest in
assisted land is permLssible where the
resulting change of land use is not incon-
sistent with the overall approved open
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space use of the project and prior ap-
proval has been obtained from HUD. For
example, HUD might approve an under-
ground-powerline easement through a
park.

(2) Transler of short-term interest
contemplated originally. Transfer of a
short term interest in assisted land may
be allowed if such transfer is found to be
consistent with project purposes and
approved as part of the original approved
project. For example, HUD might ap-
prove a year lease of land to be used for
farm purposes if this land is not imme-
diately needed by the grantee for ap-
proved purposes. Any such approval will-
be specifically evidenced in the grant
agreement with the grantee. "Short
term", as used herein, is defined as not
exceeding 3 years from the date of the
grant agreement.

(3) Transfer of a short-term interest
not originally approved. Transfer of a
short-term interest not approved as part
of the original approved project may be
permitted where the assisted land has
not been utilized for its approved use.
For example, HUD might approve a 1-
year lease for parking purposes of land
which was acquired for recreational use
but has not been developed. "Short
term" is defined for purposes, herein, as
not exceeding 3 years from date of ap-
proval of the transfer.

(4) Conditions for approval. Approval
of such transfers will be based upon pro-
posed uses and terms and conditions that
HUD deems appropriate, including re-
payment or reduction of the grant based
on the value to the grantee of the trans-
ferred interest.

(5) Documents required for approval.
To obtain approval for a transfer of in-
terest, the applicant should consult the
HUD area office.

(c) Transfers of interest for historic
structures. HU will permit lease ar-
rangements between an applicant and
another entity, which need not be a pub-
lic body, of a historic or architecturally
significant structure if necessary to
preserve the structure and use it
appropriately. Proposals for such lease
arrangements should be included in the
application.

(d) Conversion of land involving his-
toric or architectural properties. (1) The
conversion to other uses of any histori-
cally or architecturally significant prop-
erties assisted under the program must
have prior approval by both the Secre-
tary of Hiu and the Secretary of the
WIterior. Application of this requirement
is limited to properties listed on the Na-
tional Register pursuant to the Historic
Preservation Act of 1966 (Public Law
89-665, 80 Stat. 915; 16 UB.C. 470).

.(2) All such conversions are subject
to the requirement of section 106 of such
Act and shall be subject to review and
comment by the Advisory Council on
Historic Preservation. A grantee planning
any such conversion should ask the HI]
nrea office for instructions.

(3) All conversions of such properties
will require repayment by the applicant
ef the Federal grant or use of a sum
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equal to total project cost plus interest
for other historic preservation activities.
(e) Long-term transfer of interest.

(1) Proposals to transfer a long-term
interest in project land will be considered
by HUD only in unique and exceptional
cases. Long term, as used herein means,
greater than 3 years. Continued public
use, in no way restricted, must be assured
in any proposdd long-term transfer of
interest. The transfer of interest must
result in a greater benefit to the com-
munity or project service area than the
implementing of the originally intended
use.

(2) HUD approval, when warranted,
of a proposed transfer of a long-term
interest will be based upon terms and
conditions that HUD deems appropriate,
including repayment or reduction of the
grant or pending grants based on the
value to the grantee of the transferred
interest.

(f) Conversion of land -acquired for
open space use and land developed with
program assistance. HUD will permit
conversions from open space uses of land
assisted under the program (other than
historic or architecturally significant
properties) when certain standards can
be met, as follows:

(1) Other open space must be substi-
tuted for that converted so that the
process of substitution results in no effec-
tive loss of open space in the neighbor-
hood or community. No land already
publicly owned may be used for substitu-
tion purposes.

(2) The fair market value of the sub-
stituted land must be at least equal to
the fair market value (at highest and
best use) of the project property to be
converted, plus any severance damage to
any project property to remain in open
space use.

(3) The substituted land must be of
as nearly as feasible equivalent useful-
ness and location. In other words, the
substitute generally serves the same peo-
ple and provides equivalent or a better
quantity and quality of open space
service.

(4) Open space land conversions gen-
erally involve change in land use to other
public purposes. However, requests for
conversions to nonpublic uses will be con-
sidered on the basis of community-wide
benefit to be derived from conversion.

(5) Conversions that would involve
the open market disposal of one site and
the subsequent purchase of a new site
will require specific justification to dem-
onstrate how the growth or development
patterns for the future will not support
retention of the original site in public
ownership in anticipation of future open
space requirements. It is the purpose of
this requirement to discourage commu-
nities from selling existing open space
sites in order to obtain revenues for the
purchase of other projects.

(6) Great weight is placed on the rela-
tionship of a proposed conversion to the
comprehensive plan and its open space
and recreation element. Evidence must
be submitted supporting the determina-
tion that the conversion is needed "for
the orderly development and growth of

the urban area" and "in accord with the
then applicable comprehensive plan."
Review and certification by the appro-
priate planning bodies will be required
to meet this condition.
(7) The applicant shall submit a rest-

olution of its governing body authorizing
or approving the proprosed conversion.
HUD may, at Its option, require addi-
tional evidence regarding the proposed
conversion, including evidence that no-
tice of the proposed conversion has been
given to the general public by such means
as publication in a riewspaper of general
circulation in the area and/or by public
hearings.

(8) Substitute land to be acquired by
an applicant for the purpose of meeting
HUD conversion requirements, must be
acquired and used under terms and poli-
cies applicable to-the program, including
policies for land acquisition, relocation,
and nondiscrimination.

(9) No conversions will be approved
that would result in an additional
Federal grant.

(10) When a superior authority uti-
lizes its eminent domain powers to ac-
quire assisted land, the principles set out
above so far as they relate to the sub-
stitution of other open space land of at
least equal fair market value and of as
nearly feasible equivalent usefulness and
location will apply. A finding that the
use of substituted land will be in accord
with the then applicable comprehensive
plan must be made and HUD approval
for acquisition of the proposed substitute
land is required.
(g) Transfers to another public body.

The applicant may not transfer any of
its interest in open space land to another
public body unless the proposed trans-
feree enters into a contract with HUD
agreeing to be bound by the applicable
terms and conditions of the grantee's
contract with HUD.
§ 540.251 Waivers.

Any requirement of this subpart may
be waived by the Secretary of Housing
and Urban Development or as othervlso
specifically redelegated so long as such
waiver would not violate any require-
ment of Federal law.

SUICHAPTER C-CO.VAUNITY FACILITIES

PART 550-HEIGHBOnHOOD
FACILITIES

Sac.
550.100 Statemont of applicablo la w.
550.101 Daflnitions.
550.102 Relocation payments by the Public

Body.
550.103 Eligibility condition,-moving e%-

penscs, actual dircot lo= of prop-
erty, and settlement coato.

550.104 EligIbility conditions-small bitul-
ncss displacement payment

550.105 EligibIlity-relocation adjutment
payment; additional relocation
payment; roplacomont housing
payment.

550.103 Notice of intention to move.
550.107 Administration of relocation pay-

ment,.
550.103 Fixed relocation payments to indi-

vidualz and familics for moving
expensm
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Sec.
550.109 Determining moving expenses of

business concern.
550.110 Determining actual direct loss of

property.
550.111 Filing of claims.
550.112 Lnitation on amount of relocation

payments.
550.113 Determinations in condemnation

proceedings. -

Aumnonr: - The provisions of this Part
550 are issued under see. 7(d), 79 Stat. 670;
42 U.S.C. 3535(d).

§ 550.100 Statement of applicable law.
Section 404(a) of the Housing and

Urban Development Act of 1965,42 U.S.C.
3074(a), provides that financial assist-
ance extended to any applicant under
the Neighborhood Facilities Grant Pro-
gram under section 703 of the Act, 42
U.S.C. 3103, may include grants for re-
location payments made on such terms
and conditions and subject to such limi-
tations as are set forth in section 114
(b), (c), and (d) of the Housing Act of
1949, as amended, 42 U.S.C. 1465 (b),
(c), and (d). Section-516 of the Housing
and Urban Development Act of 1968, 42
U.S.C. 1465(c), amends section 114(c)
by expanding the relocation payments
provisions applicable to the programs of
the Department of Housing and Urban
Development.
§ 550.101 Definitions.

For the purpose of the regulations In
this part, the following terms shall mean:

(a) Actual direct loss of property. Ac-
tual loss in the value of the property (ex-
elusive of goods or other inventory kept
for sale) sustained by the claimant by
reason of the disposition or abandonment
of the property resulting from the claim-
ants displacement. A loss resulting
from damage to the property while being
moved is not included.

(b) Business concern. A corporation,
partnership, Individual, or other private
entity, including a nonprofit organiza-
tion, engaged in some type of business,
professional, or institutional activity ne-
cessitating fixtures, equipment, stock
In trade, or other tangible property for
the carrying on of the business, pro-
fession, or institution. (Also see "Small
Business concern.")

c) Claimant. An individual, family
or business concern, as defined in this
section; or, in the case of a claim for a
relocation payment for settlement costs,
an owner (or joint owners), other than
a public entity, of real property, or In-
terest therein, transferred to the Public
Body or to the nonprofit agency.
(d) Family. Two or more persons

related by blood, marriage, or adoption,
who are living together in a single dwell-
ing unit.
(e) Federal Grant Contract. A con-

tract between the Federal Government
and the Public Body for a grant under
section 703 of the Housing and Urban
Development Act of 1965.

(f) HUD. The Secretary of Housing
and Urban Development or his delegate.

(g) Individual. A person who is not a
member of a family. An elderly indi-
vidual is an individual 62 years of age

RULES AND REGULATIONS

or over at "the time of displacement. A
handicapped individual l an individual
who has a physical impairment which is
expected to be of long-continued and
indefinite duration and which sub-
stantially Impedes his ability to live
independently.

(h) Moving expenses-() Individuas
andfamilies. Costs of packing, storing
(for a period of 1 year or less), carting,
and insuring of property and Incidental
costs of disconnecting and reconnecting
household appliance;.

(2) Business concerns. Costs of dis-
mantling, crating, storing (for a period
of 1 year or less), transporting, insuring,
reassembling, reconnecting, and rein-
stalling of-property (including goods
or other inventory kept for sale), ex-
blusive of the cost of any additions, Im-
provements, alterations, or other physi-
cal changes in or to any structure In con-
nection with effecting such rea sembly,
reconnection, or reinstallatlon.

(I) Nonprofit agency. A nonprofit
corporation, association, or other private
entity engaged In carrying out a project
under the continuing control of the
Public Body.

Wl) Project. Undertakings and ac-
tivities of the Public Body or the non-
profit agency In connection with the de-
velopment of a neighborhood facility.

k) Property. Tangible personal
property, excluding fixtures, equipment,
and other property which under State
or local law are considered real prop-
erty, but including such Items of real
property as the claimant may lawfully
remove.

(1) Public Body. A local governmental
entity authorized to carry out a project
and to provide continuing control over
the use of the project facilities.

(m) Relocation payment. A pay-
mentby the Public Body:

(1) To an individual or family, for
reasonable and necessary moving ex-
penses and any actual direct loss of prop-
erty (for which reimbursement or com-
pensation Is not otherwise made);

(2) To a business concern, for Its rea-
sonable and necessary moving expenses
and any actual direct loss of property
except goodwill or profit (for which re-
imbursement or compensation Is not
otherwise made);

(3) To a sml busines concern,
for its displacement (small business dis-
placement payment);

(4) To or on behalf of a family or
elderly individual for relocation adjust-
ment prior to August 1, 1968 (relocation
adjustment payment); or to or on behalf
of a family or elderly or handicapped
individual on or after August 1, 1968
(additional relocation payment).

(5) To an owner (or joint owners),
as defined In § 550.101(c), for settlement
costs for which reimbursement or com-
pensation Is not otherwi made,

(6) To a family or individual to assist
an owner-occupant of a one- or two-
family dwelling to purchase and occupy
a replacement dwelling on or after
August 1, 1968 (replacement housing
payment).

24727

(n) Settlement costs. (1) Record-
Ing fees, transfer taxes, and simtlar ex-
penses incidental to the transfer of real
property to the Public Body or to the
nonprofit agency;

(2) Penalty costs for prepayment of
any mortgage encumbering such real
property; and

(3) The pro rata portion of real prop-
erty taxes and public service charges al-
locable to a period ubsequent to the date
of vesting of title, or the effective date of
the acquisition of such real property by
the Public Body or by the nonprofit
agency, whichever Is earlier.

(o) Small busines concern. A bust-
ness concern (other than a nonprofit or-
ganization) which during the base period
had:

(1) Average annual net earnings be-
fore income taxes of less than $10,000;
and

(2) In the case of displacements prior
to June 15, 196, average anmial gross
receipts or ales in excess of $1,500; or,
in the case of displacements on and after
June 15, 1966, average annual gross re-
ceipts or sales in excess of $1,500 together
with average annual net earnings be-
fore income taxes in excess of $500, or
average annual grcs receipts or sales in
excess of $2,500.
Earnings for the purpoe of this para-
graph (o) include salaries, wages, or
other compensation received by an owner
of the concern or any member of his
household related to him. The term
"owner" as used in the previous sentence
Includes the sole proprietor in a sole pro-
prietorship, the principal partners In a
partnership, and the principal stock-
holders of a corporation, as determined
by HUD. The term "base period"
shall mean the 2 tax years immediately
preceding displacement (or, if the busi-
ness concern Is not in business that long,
such other period as may be approved
by HUD) : Provided, That If a business
concern does not qualify as a small busi-
ness concern under this paragraph (o).
based upon gross receipts or sales dur-
ing the 2 tax years immediately preced-
ing displacement and the Public Body
finds that the concern's business activity
during such period was not representa-
tive, the base period shall be the third
and fourth tax Years immediately pre-
ceding displacement.
§ 550.102 Relocation payments by the

Public Body.
The Public Body shall make reloca-

tion payments to or on behalf of eligible
clanmants In accordance with and to the
full extent permitted by the regulations
in this subpart: Provided, That for each
Federal Grant Contract the Public Body
may elect whether to make payments for
moving expenses In excess of $25,000 In
accordance with § 550,112(a) (2). Reloca-
tion Payments made in accordance with
the regulations In this part and pur-
msunt to a Federal Grant Contract are
reimbursable In full to the Public Body
as a grant under section '03 of the Hous-
ing and Urban Development Act of 1965.
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§ 550.103 Eligibility conditions-mov-
ing expenses, actual direct loss of
property, and settlement costs.

(a) Moving expenses and actual di-
reet property loss. A claimant is deemed
displaced by the project and is eligible
for a relocation payment for moving ex-
penses and actual direct loss of property
if:

(1) The project necessitates vacation
of real property by the claimant on or
after August 10, 1965; and

(2) The claimant is an occupant of
the real property on the date of execu-
tion of a Federal Grant Contract au-
thorizing the project or, if BUD concur-
rence is given for the commencement of
project activities causing the displace-
ment prior to HUD approval of a Fed-
eral Grant Contract, the date of such
concurrence (provided that in the latter
case a Federal Grant Contract for the
project is thereafter executed): Pro-
vided, That whenever real property is
acquired and a Federal Grant Contract
is executed, a claimant who is an occu-
pant at the time of such acquisition is
also deemed displaced by the project.

(b) Moving expenses-outdoor adver-
tising display. Notwithstanding the
fact that a business concern may not be
doing business on the project site, and
subject to all other eligibility require-
ments of paragraph (a) of this section,
a business concern shall be entitled to a
relocation payment for moving expenses
with respect to its outdoor advertising
displays required, in the determination
of the Public Body, to be removed from
the project site.

(c) Settlement costs. A claimant is
deemed displaced by the project and is
eligible for a relocation payment for
settlement costs if (1)-he is the owner
of the real property on or after August
10, 1965, and at the time of the transfer
of title to the Public Body or to the non-
profit agency, and (2) the transfer of
title to the real property occurs on or
after the date of execution of a Federal
Grant Contract authorizing the acquisi-
tion of the real property or, if HUD con-
currence is given for the acquisition of
the real property prior to its approval of
a Federal Grant Contract, on or after the
date of such HUD concurrence: Pro-
vided, That a Federal Grant Contract
for the project is thereafter executed.

(d) Temporary on-site move. No re-
location payment shall be made to a
claimant for a temporary move within
the project site.
§550.104 Eligibility conditions--small

business displacement payment.
A small business concern which satis-

fies the eligibility conditions of § 550.103
(a) ,governing moving expenses and ac-
tual direct loss of property is eligible
for a small business displacement pay-
ment if the concern:

(a) Is not a part of an enterprise hav-
ing two or more establishments outside
the project site;

(b) Has filed with the Internal Rev-
enue Service income tax returns for the
base period, as defined in § 550.101(o) ; or
has furnished such other evidence of

earnings as may be approved by HUD;
and

(c) Was doing business on the project
site on the date of the approval by the
Public Body of an application for a
neighiborhood facilities grant.
§ 550.105 Eligibility-relocation adjust-

ment payment; additional relocation
payment; replacement housing pay-
ment.

(a) Relocation adjustment payment.
A family or elderly individual who satis-
fies the eligibility conditions of § 550.103
(a), governing eligibility for a relocation
payment for moving expenses and actual
direct loss of property, prior to August 1,
1968, is eligible for a relocation adjust-
ment payment if the claimant:

(1) Is unable to secure a suitable
dwelling unit in (I) a low-rent housing
project assisted under the United
States Housing Act of 1937, as amended,
42 U.S.C. 1401 et seq. (or a State or local
program found by HUD to have the same
general purposes) or (ii) a dwelling unit
assisted under section 101 of the Housing
and Urban Development Act of 1965, 12
U.S.C. 1701s(a); and

(2) Has moved to a decent, safe, and
sanitary dwelling.

(b) Additional relocation payment. A
family or elderly or handicapped indi-
vidual who satisfies the eligility condi-
tions of § 550.103 (a), governing eligibility
for a relocation payment for moving ex-
penses and actual direct loss of property,
on or after August 1, 1968, is eligible for
an additional relocation payment, if the
claimant:

(1) Is unable to secure a suitable
dwelling in (i) a low-rent housing project
assisted under the United States Housing
Act of 1937, as amended, 42 U.S.C. 1401
et seq. (or a State or local program
found by HUD to have the same general
purposes), or (ii) a dwelling unit as-
sisted under section 101 of the Housing
and Urban Development Act of 1965, 12
U.S.C. 1701s(a); and

(2) Has moved to a decent, safe, and
sanitary dwelling:
Provided, That an additional relocation
payment not to exceed $500 in the .first
12 months and $500 In the second 12
months may be made on a lump-sum
basis or on other than a monthly basis
in cases in which other than monthly
payments are determined warranted by
HUD.

(c) Replacement- housing payment. A
family or individual who satisfies the
eligibility conditions of § 550.103 (a), gov-
erning eligibility for a relocation pay-
ment for moving expenses and actual
direct loss of property, on or after Au-
gust 1, 1968, is eligible for a replacement
housing payment if the claimant:

(1) Is the owner of real property ac-
quired for a project assisted under sec-
tion 703 of the Housing and Urban De-
velopment Act of 1965, 42 U.S.C. 3103;

(2) Has occupied a single- or two-
family dwelling located on the real prop-
erty for not less than-1 year prior to the
initiation of negotiations for the acquisi-
tion of the property;

(3) Does noi receive the additional re-
location payment provided for by para-
graph (b) of this section;

(4) Purchases and occupies a replace-
ment dwelling within 1 year subsequent
to the date on which he Is required to
move from the dwelling acquired for the
project; and

(5) Does not receive a payment pur-
suant to the State law of eminent do-
main determined by HUD to have sub-
stantially the same purpose and effect
as would a replacement housing pay-
ment, and to be a part of the coot of
the project for which Federal financial
assistance is available.

§ 5g0.106 Notice of intention to moves
Except as provided in this section, no

relocation payment for moving expenmes
or actual direct loss of property and no
small business displacement payment
shall be made to a business concern un-
less (a) the Public Body has received,
at least 30 days but not earlier than 90
days prior to the moving date, written
notice from the business concern of Ito
intention to move or dipose of the prop-
erty, which shall be described generally
in the notice, and the date of such In-
tended move or disposition, and (b) the
business concsrn has permitted, at all
reasonable times, the Inspection by or
on behalf of the Public Body of such
property at the site from which the busl-
ness concern Is displaced. For the pur-
pose of this section, "moving date" shvll
mean the date on which the first item
of property is intended to be moved or
disposed of. The Public Body may makle
a relocation payment notwlthstandinr.
nonreceipt of such timely notice only If
the Public Body has determined that
there was reasonable cause for the fail-
ure of the business concern to give such
notice, and the Public Body has ade-
quately verified the facts pertaining to
the move or disposition and the re-
quested relocation payment.

§ 550.107 Admini,tration of relocation
payments.

(a) Conditions for relocation pay-
ment. The Public Body (or, if the Public
Body is the municipality, the board or
commission responsible for carrying out
the project or, if there is no such board
or commission, the principal executive
officer of the municipality) shall approve
a schedule (Form HUD-6148) of average
annual gross rentals for standard hom-
Ing in the locality for determining the
amount of relocation adjustment pay-
ments and additional relocation pay-
ments in accordance with § 550.112(e)
and (d), and a separate schedule (Form
HUD-6155) for determining the average
price of standard sales housing In a
locality, and any other conditions under
which the Public Body will make relo-
cation payments. The schedules and con-
ditions shall be consistent with the
regulations in this subpart and shall be
available in written form to cleimant-h in
the relocation office of the Public Body.

(b) Notice to claimants. The Public
Body shall furnish all claimants who
are anticipated to be displaced with an
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informational statement advising the
claimant of (1) the availability of re-
location payments and (2) the office
where the conditions under which relo-
cation payments will be made are avail-
able for inspection.

(c) Action on claim-fnality. The
Public Body Is initially responsible for
determining the eligibility of a claim
for, and the amount of, a relocation pay-
ment and shall maintain in its files com-
plete and proper documentation sup-
porting the determination. The deter-
mination on each claim shall be made
or approved either by the governing
body of the Public Body or by the prin-
cipal executive officer of the Public Body
or his duly authorized designee. The
determination by the Public Body or any
redetermination by HUD shall be final
and conclusive with respect to the rights
of any claimant, and not subject to re-
determination by any court or any other
officer. Subject to the requirements of
this paragraph (c), the Public Body may

'permit a third-party contractor, re-
sponsible for relocation activities, to ex-
amine and recommend action on a claim
and to disburse funds in payment of a
claim which has been approved by the
Public Body.

(d) Prompt payment. Arelocation pay-
ment shall be made by the Public Body

-as promptly as possible after a claimant's
eligibility has been determined in accord-
ance with the regulations of this subpart.

(e) Setoff against claim. The Public
Body may set off against the claim of
an otherwise eligible claimant any fi-
nanclal claim the Public Body or the
nonprofit agency may have against the
claimant arising out of the use of the
real property.

Cf) Approval by HUD--business con-
cerns. No relocation payment for mov-
ing expenses or settlement costs, or both,
In excess of $10,000 shall be made with-
out approval by BUD.

(g) Accounts and records. Accounts
and records shall be maintained as pre-
scribed by HUlD and shall be subject to
inspection or audit at all reasonable
times by HUlD. Records pertaining to
eligibility of relocation payments, includ-
ing all claims, receipted bills or other
documentation in support of a claim,
and records pertaining to action on a
claim shall be retained by the Public
Body for not less than 3 years after the
completion of the project.
§ 550.108 Fixed relocation payments to

individuals and families for moving
expenses.

(a) Schedule of Axed payments. A
Public Body intending to pay fixed
amounts in lieu of payments for reason-
able and necessary moving expenses and
actual dlrect.loss of property of eligible
individuals and families shall prepare a
schedule of the fixed amounts which it
proposes to pay. The schedule shall
contain a statement indicating that the

- Public Body intends to permit eligible
individuals and families to claim reim-
bursement for their actual moving ex-
penses and actual direct loss of property.

(b) Schedule provision. (1) A pro-
posed schedule of fixed payments to eli-
gible individuals and families owning-
furniture shall provide for a graduated
scale of payments related to the number
of all rooms occupied by the claimant
except bathrooms, hallways, and closets,
which payments shall not exceed the
lowest normal charge for carting ex-
penses for the average time required to
move personal effects: Provided, That In
any event the payments shall not exceed
the maximum reimbursement to eligible
Individuals or families provided In the
regulations in this subpart.

(2) Fixed payments to eligible Indi-
viduals or families not owning furniture
shall not exceed: (i) $5 for any individ-
ual, (i) $10 for any family.

(c) Administration of flxed payments.
Eligible Individuals or families may be
paid the amount provided In the sched-
ule of fixed payments approved by HUD
upon receipt of a properly completed
claim. A fixed payment shall be in full
settlement for the claimant's moving ex-
pense and any actual direct loss of prop-
erty. If the Joint occupants of a single
dwelling unit at the project site move
to two or more locations and conse-
quently submit more than one claim, an
eligible claimant for a fixed payment may
be paid only his reasonable prorated
share (as determined by the Public Body)
of the total fixed payment applicable to
such dwelling unit, and the total of fixed
payments made to all such claimants
moving from such dwelling unit shall not
exceed the total fixed payment appli-
cable to such dwelling unit.
§ 550.109 Determining moving ex-

penses of business concern. -

(a) Submission of bids prior to moving
date. No claim for a relocation payment
for moving expenses in excess of $500
shall be allowed for costs incurred by a
business concern unless the concern has
submitted to the Public Body, at least
15 days prior to the commencement of
the move, a bid from three reputable
firms covering the moving costs Involved.
Whenever It is not feasible to obtain
three bids for any category of work, a
lesser number of bids shall be submitted,
together with a written justification by
the concern; and no relocation payment
shall be alowed in such cases unless the
Public Body has approved the Justifica-
tion. The Public Body, with HID con-
currence, may waive any requirement of
this paragraph (a) for good cause.

(b) Payment not to exceed low bid.
Payment to a business concern for mov-
Ing expenses shall not exceed the amount
of the low bid submitted In accordance
with paragraph (a) of this section unless
the bid requirement has been waived In
accordance with paragraph (a) of this
section.
§ 550.110 Determining actual dircct loss

of property.
(a) The amount of actual direct loss

of any item of property claimed shall be
determined as follows:

(1) The fair market value of the prop-
erty for continued use at its location
prior to the displacement shall be as-

certained by the claimant by an appraisal
satisfactory to the Public Body, except as
provided in. subparagraph (2) of this
para raph.

(2) If the value of the property for
which actual direct loss is claimed does
not warrant the expenses of an appraisal,
then Its fair market value for such con-
tinued use shall be computed as follows:
The original cost of the Item to the claim-
ant (exclusive of Installation cost), mul-
tiplied by the figure obtained by dividing
the period of the remaining useful life of
the property at the date of removal, by
the period of the normal useful life of
the property at the date of Its acquisition
by the claimant.

(3) The property shall be disposed of
by a bona fide sale (as determined by the
Public Body) at the highest price offered
after reasonable efforts have been made
over a reasonable period of time to in-
terest prospective purchasers. A trade-
In of the property may be considered a
bonn fide sale, and the trade-in allow-
ance, exclusive of any amount of discount
that would be allowed on the price of the
property being acquired In the absence
of the trade-in, shall be deemed the
amount realized upon the sale of the
property.

(4) If the amount realized from the
sale, after deducting ordinary and rea-
sonable expenses of the sale, Is less than
the fair market value for such continued
use, the difference between the net
amount realized and the fair market
value is the amount of actual direct loss
of the property. Expenses of sale include
such Items as sale commissions, auction-
er's fees, advertising costs, and similar
charges.

(b) If a bona fide sale is not effected
because no offer is received for the prop-
erty. after reasonable efforts have been
made over a reasonable period of time to
sell I , then Its fair maret value for con-
tinued use, ascertained as provided in
this section, is the amount of actual di-
rect loss of the property.

(c) The cost of appraisals to deter-
mine actual direct loss of property, If
made by or ii behalf of the claimant, Is
not allowable as part of a claim.

§ 550.111 Filingofclaimns.
(a) Form of clafm. To obtain a relo-

cation payment, a claimant shall file a
written claim with the Public Body on
the appropriate HUD forms.

b) Documentation in support of claim.
A claim shall be supported by the follow-
Ing:

() If for moving expenses, except In
the case of a fixed payment, a receipted
bill or other evidence of such expenses.
By prearrangement between the Public
Body, the claimant, and the mover, con-
firmed in writing by the Public Body, the
claimant may present an unpaid moving
bill to the Public Body, and the Public
Body may pay the mover directly.

(2) If for actual direct loss of prop-
erty, written evidence thereof, which may
Include appraisals, certfled prices, copies
of bills of sale, receipts, canceled checks,
copies of advertisements, offers to sell,
auction records, and such other records
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as may be appropriate to support the
claim.

(3) In any other case, such docu-
mentatibn as may be required by the
Public Body, which may include income
tax returns, withholding or informa-
tional statements, and proof of age.

(c) Time for filing claims. A claim for
moving expenses, actual direct loss of
property, or a small business displace-
ment payment shall be submitted to the
Public Body within a period of 6 months
after the displacement of the claimant.
A claim for settlement costs shall be sub-
mitted within 6 months after the costs
have been incurred. A claim for a reloca-
tion adjustment payment or for an addi-
tional relocation payment shall be sub-
mitted within a period of 60 days after
the displacement of the claimant. A claim
for a replacement housing payment shall
be submitted within 18 months after the
displacement of the claimant. The time
limitations in this paragraph (c) may
be waived by the Public Body for good
cause, with HUD concurrence.
§ 550.112 Limitation on amount of re-

location payments.
(a) Moving expenses and loss of prop-

erty-(l) Maximum amount-individ-
uals or families. The maximum relocation
payment that may be made or recognized
for moving expenses and actual direct
loss of property, for which reimburse-
ment or compensation is not otherwise
made, to an individual or family shall not
exceed $200. The maximum relocation
payment that may be made or recognized
for moving expenses and actual direct
loss of property, for which reimburse-
ment or compensation is not otherwise
made, to two or more unrelated individ-
uals occupyin6 the same dwelling unit
shall not exceed $200.

(2)Y Maximum amount-business con-
cerns. The maximum relocation pay-
ment that may be made or recognized In
the case of a business concern for moving
expenses and actual direct loss of prop-
erty. for which reimbursement or com-
pensation is not otherwise made, shall
not exceed $3,000: Provided, That if the
total of the actual moving expenses is
greater than $3,000, the maximum re-
location payment that may be made or
recognized in the case of a business con-
cern, for which reimbursement of com-
pensation is not otherwise made, shall
be the sum of:

(i) The total actual moving expenses
or $25,000 whichever is less; and

(i) A percentage of the actual moving
expenses in excess of $25,000, which per-
centage shall be the same as the percent-
age of project cost; paid for by the Fed-
eral Grant under the terms of the Fed-
eral Grant Contract: Provided, That the
Public Body makes a cash payment to
the business concern equal to the re-
mainder of the actual moving costs in
excess of $25,000, which payment shall
not constitute any portion of the local
share of the project cost.

(3) Maximum moving distance. If a
business concern moves beyond 100 miles
from the boundary of the city, town,
township, village, or county, as the case

may be, in which the project is carrled
out, a relocation payment for its moving

-expenses may not be made in excess of
the reasonable and necessary expenses
for moving such distance of 100 miles.

(b) Small business displacement pay-
ment. A small business displacement,
payment shall be $2,500.

(c) Relocation adjustment payment.
The total relocation adjustment pay-
ment that may be made for a family or
elderly individual shall be an amount
not to exceed $500 which, when added to
20 percent of the annual income of the
family or individual at the time of dis-
placement, equals the average annual
gross rental required for a decent, safe,
and sanitary dwelling of modest stand-
ards adequate in size to accommodate
the family or individual (in the area in
which the project is carried out or In
other areas generally not less desirable In
regard to public utilities and public and
commercial facilities), as determined by
the Public Body.

(d) Maximum amount-additional re-
location payment. The total additional
relocation payment that may be made to
a family or elderl-y or handicapped indi-
vidual shall consist of monthly payments
over a period not to exceed 24 months
and shall be paid in an amount (not to
exceed $500 in the first 12 months and
not to exceed $500 in the second 12
months) which, when added to 20 per-
cent of the annual income of the family
or individual at the time of displace-
ment, shall be equal to the average an-
nual gross rental required to secure a
decent, safe, and sanitary dwelling of
modest standards adequate in size to
accommodate the family or individual
(in the area in which the project is
carried out or in other areas not gen-
erally less desirable in regard to public
utilities and commercial facilities), as
determined by the Public Body.

(e) Maximum amount-replacement
housing payment. The total replacement
housing payment that may be made for
a family or individual eligible for a re-
placement housing payment under
§ 550.105 (c) shall be an amount not to ex-
ceed $5,000, which, when added to the
acquisition payment, shall be equal to
the average price required for purchase
of a decent, safe, and sanitary dwelling
of modest standards adequate in size to
accommodate the displaced owner, which
Is reasonably accessible to public services
and places of employment, and which is
available on the private market.
§ 550.113 Determinations in condemna-

tion proceedings.
Notwithstanding any other provision of

the regulations in this subpart, when
property is acquired by proceedings in
condemnation, and the amount of the
judgment includes an allowance for any
of the expenses included within the defi-
nition of relocation payment appearing
at § 550.101(m), the portion of the judg-

-ment representing compensation for
these expenses, if separately stated, shall
be entitled to recognition as a relocation
payment in an amount not to exceed the
applicable dollar limitations of § 550.112:

Provided, That the allowance for actual
direct loss of property makes no com-
pensation for loss of goodwill or profit,

PART 555-GRANTS FOR BASIC PUB-
LIC WATER AND SEWER FACILITIES

See.
555.1
555.2
555.3

555.4
555.5
555.6
555.7

555.8
555.9

Purpose.
Definitions.
Grants for bamic public water and

sewer facilities.
Eligible projects,
Requirements for assistance,
Labor standards.
Certification of projects for sewer

facilities.
Application of other Federal laws,
Information, application forms, and

applications.

AUTHORITY: The provisilong of thl Part
555 issued under sees. 702, 705, 70 Stat, 490,
492; 42 U.S.C. 3102, 3105,

§ 555.1 Purpose.
The $purpose of section 702 of the

Housing and Urban Development Act of
1965 (79 Stat. 490, 42 U.S.C. 3102) Is to
assist the large and small communltie5
throughout the Nation to serve the needs
of their citizens and to promote efflcient
and orderly community growth and de-
velopment by making available Federal
grant assistance to construct adequate
basic public water and sewer facilities.
§ 555.2 Definitions.

(a) "Act" shall mean the Housing and
Urban Development Act of 1965 (Public
Law 89-117, approved August 10, 1965).

(b) "Development cost" shall mean
the cost of constructing a basic public
water or sewer facility and the cost of
acquiring the land on which It Is located,
including site improvements necessary to
permit the use of the land as a site for
the facility.

(c) "Local public bodies and agen-
cies" shall mean any public corporate
bodies or political subdivisions; public
agencies or Instrumentalities of one or
more States (including public agenclei
and Instrumentalities of one or more
municipalities or other political subdivi-
sions of one or more States); Indian
tribes; or boards or commissions estab-
lished under the laws of any State to
finance specific capital Improvement
projects.

(d) "Secretary" shall mean the Secre-
tary of Housing and Urban Development,
or an officer authorized to perform the
functions of the Secretary.

(e) "State" shall mean the several
States, the District of Columbia, the
Commonwealth of Puerto Rico, and
territories and possessions of the United
States.

§ 555.3 Grants for baie public water
and sewer facilities.

(a) Grants of not more than 50 per-
cent of the development cost of eligible
basic public water or sewer facility
projects may be made to local public
bodies and agencies.

(b) Grants of not more than 00 per-
cent of the development cost of an eli-
gible sewer facility project may be made
if the project is to serve a community
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having a population of less than 10,000,
according to the most recent decennial
census, which is situated within a metro-

-politan area, and if such community is
unable to finance the construction of the
sewer facility without the increased
grant, and if in such community (1)
there does not exist a public or other ade-
quate sewer facility which serves a sub-
stantial portion of the inhabitants of the
community and (2) the rate of unem-
ployment is, and has been continuously
for the preceding calendar year, 100 per-
cent above the national average.
§ 555.4 Eligible projects.

(a) Grant assistance is available -to
construct new facilities and to enlarge
or improve existing facilities of the fol-
lowing types:

(1) Basic public water facilities, in-
cluding facilities for the storage, supply,
treatment, purification, or distribution
of water for domestic, commercial, or
industrial use; and

(2) Basic public sewer facilities, in-
cluding sanitary sewer systems for the
collection, transmission, and discharge
of liquid wastes; and storm sewer sys-
tems for the collection, transmission,
and discharge of water caused by rain-
fall or ground water runoff.

(b) The basic public water or sewer
facility for which a grant may be made
may include all parts of the water or
sewer facility except household connec-
tions and the local collection or distri-
bution laterals.

(c) Grant assistance will not be pro-
vided to finance" ordinary repairs or
maintenance of existing facilities.

(d) Grant assistance will not be pro-
vided for the construction of "treatment
works" as defined in the Federal Water
Pollution Control Act (70 Stat, 506, 23
U.S.C. 1173).
§ 555.5 Requirements for assistance.

(a) An eligible project must be nec-
essary to provide adequate water or
sewer facilities for, and contribute to the
improvement of the health or living
standards of, the people in the commu-
nity to be served by the project. The
project must be-

(1) Designed so that an adequate ca-
pacity will be available to serve the rea-
sonably foreseeable growth needs of the
area;

(2) Consistent with a program for a
unified or ofcially coordinated areawide
water or sewer facilities system as part
of the comprehensively planned develop-
ment of the area; and

(3) Necessary to orderly community
development.

(b) Prior to July 1, 1968, the Secretary
may, in his discretion, make a grant with
respect to an eligible project if the pro-
gram for an areawide water or sewer
facilities system is under active prepara-
tion but not yet completed, if the facility
for -which assistance is sought can rea-
sonably be expected to be required as
part of such an areawide program, and
there is an urgent need for the facility.

(c) The Secretary is authorized to
make a grant with respect to an eligible
project for a sewer facility without re-
gard to the requirements contained in
this section in the case of a community
which is eligible for an increased grant
under § 555.3(b).
§ 555.6 Labor standards.

All laborers and mechanics employed
by contractors or subcontractors on
projects assisted by a grant made pur-
suant to section 702 of the Act shall be
paid wages at rates not less than those
prevailing on similar construction in the
locality as determined by the Secretary
of Labor in accordance with the Davis-
Bacon Act, as amended (40 U.S.C. 276a-
276a-5), and shall receive overtime com-
pensation in accordance with and sub-
ject to the provisions of the Contract
Work Hours Standards Act (40 U.S.C.
327-332). The Secretary of Labor has,
with-respect to the labor standards specl-
fied in this section, the authority and
functifns set forth in Reorganization
Plan Number 14 of 1950 (15 F.R. 3176,
5 U.S.C. 133z-15) and section 2 of the
Act of June 13, 1934, as amended (40
U.S.C. 276c). No such project shall be
approved without first obtaining ade-
quate assurance that these labor stand-
ards will be maintained upon the con-
struction work.
§555.7 Certification of projects for

sewer facilities.
Grant assistance may not be made

available for a project for a sewer facility
unless the Secretary of the Interior cer-
tifies to the Secretary that any waste ma-
terial carried by the facility will be
adequately treated so as to meet ap-
plicable Federal, State, interstate, or
local water quality standards before such
waste material is discharged into any
public waterway.
§ 555.8 Application of other Federal

laws.

(a) Grants authorized by section 702
of the Act are subject to provisions of:

(1) Title VI of the Civil Rights Act of
1964 (Public Law 88-352, 42 U.S.C.
2000d), which provides that no person in
the United States shall, on the ground of
race, color, or national origin, be ex-
eluded from participation in, or be de-
nied the benefits of, or be otherwise sub-
jected to discrimination under any pro-
gram or activity receiving Federal
financial assistance; and

(2) Title IV of the Housing and Urban
Development Act of 1965 (42 U.S.C. 3071-
3074), which requires that, as a condi-
tion of eligibility for assistance under
section 702 of the Act, the applicant will
follow certain prescribed policies in the
acquisition of real property by eminent
domain.

(b) An applicant for grant assistance
under section 702 of the Act will be re-
quired to furnish satisfactory assurance
that it will comply with the requirements
and policies referred to in paragraph (a)
of this section.

§ 555.9 Information, application forms,
and applications.

Information and application forms
may be obtained from, and applications
submitted to, the Regional or Area Office
of the Department of Housing and Urban
Development which serves the area in
which the applicant Is located.

PART 556-EVALUATION OF PRE-
LIMINARY APPLICATIONS FOR
BASIC WATER AND SEWER FACILI-
TIES GRANTS

Sec.511G.1

55G.2
550.4

530.0
550.8

550.12
559.14

550.16
55118

S:op 2.
Definition.
Preliminary applications for =-sLst-

ance.
Criteria for evaluating preliminary

applications.
Orderly growth and development.
r'Inanclal need.
Housing.
Health.
Izcal job and busine-z opportu-

nlteo.
Community development.
Further application procedures.

Auroarr: The provisions of this Part
550 isu d under cesa. 702 and 705, 79 Stat.
490. 492; 42 U.S.C. 3102.3105.

§ 556.1 Scope.
This part sets forth the criteria and

procedures used in evaluating prelimi-
nary applications for Federal grant as-
sistance to local public bodies and agen-
les for basic water and sewer facilities
under the Act. The evaluation of pre-
liminary applications described in this
part does not result in a final decision
by the Secretary to extend grant assist-
ance to particular projects for the con-
struction of such facilities. Further ap-
plication procedures are described in
§ 556.18.
§ 556.2 Definitions.

The terms "Act", "development cost",
"local public bodies and agencies" "Sec-
retary", and "State" shall have the mean-
ings givenin § 555.2 of this chapter.
§ 556.3 Preliminary applications for

assistance.
(a) Preliminary applications for

grants for water and sewer facilities
sbhall be submitted on Standard Form
101, to the appropriate HUD regional or
area offilce having Jurisdiction over the
geog=phic area involved in the appli-
cation. Copies of this form may be ob-
tained on request from the regional or
area oice.

(b) In general, Standard Form 101 re-
quests the legal name and address of
the applicant (an eligible local public
body or agency); a brief description of
the proposed project and its purpose; a
list of the localities to be served; the
public interest and necessity for the proj-
ect; and the proposed method of financ-
ing including the total prdject cost and
the grant amount requested.
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§ 556.4 Criteria for evaluating prelim- in the next 5 years, can be expected to
inary applications. result in a critical need. A "critical need"

Criteria for evaluating preliminary ap- refers to a need that should be satis-
plications are divided into the following fled immediately, e.g., a desperate need
major categories: for water including any need to import

(a) Orderly growth and development, water, or a need to control frequent inun-
(b) Financial need. dations or to eliminate sources of(b) Housing. epidemics.

(d) Health. (c) Planning and programing.
(e) Loca Jo ar ousmess opportu-

nity.
(f) Community development.

The elements considered in each cate-
gory are described in the following sec-
tions, and the method of assigning rat-
ing points to each element or category
is set forth. Points are awarded to, each
element or category in the following
manner unless otherwise specifically in-
dicated: If a statement under a partic-
ular element or category applies spe-
cifically to the project application under
consideration, the application is awarded
the number of points assigned to that
statement. If no statement applies, no
points are awarded to the application for
that element.

§ 556.6 Orderly growth and develop-
ment.

(The value of this category is the sum
of the values of paragraphs (a) to (d) of
this section.)

(a) Service area need. (Select one):
(1) Is to rehabilitate an existing system

with no increase in the area served- 1
(2) Is to increase the existing area

served with or without rehabilitation
of the existing system ------------ 5

(3) Is to provide a basic system for a
community which Is presently un-
served -------------------------- 10

"Service area" means the total geo-.
graphic area for which the applicant has
legal responsibility to provide services
and facilities. "Rehabilitation" refers
only to major items of construction; it
does not include normal maintenance
and repair. The phrase "increase the area
served" refers to the provision of facili-
ties in those portions of the service area
which are not currently part of the ex-
isting system. A "basic system" is one
which provides facilities within the serv-
ice area where no facilities currently
exist, but existing or proposed support-
ing facilities, e.g., water supply or sew-
age treatment, may be provided by other
units of government.

(b) Capacity for future growth. (Se-
lect one) :
(1) The project provides for the reason-

able foreseeable growth needs of the
area ---------------------------- 1

(2) The project provides for the reason-
able foreseeable growth needs of the
area In addition to providing for an
anticipated urgent need of the ap-
plicant in the next 2 to 5 years --- 5

(3) The project provides for the reason-
able foreseeable growth needs of the
area in addition to meeting an Im-
mediate critical need------------- 10

"Reasonable foreseeable growth needs"
are determined by the applicant as re-
flected in the functional planning and
programing for the area. "Urgent need"
refers to a need which, if not corrected

If the statement of goals and objectives
prepared by the areawide planning
organization has been endorsed or
adopted, as provided by State law, by
the unit(s) of general-purpose govern-
ment for the area in which the project
s located, the application will be
awarded the following number of
points ---------------------------- 6

(d) State and regional/metropolitan
clearinghouse concern.
If the proposed project has high priority

for the State or regional/metropolitan
program, based on the State or
regional/metropolitan clearinghouse
review and comment, the application
will be awarded the following number
of points -------------------------- 5

§ 556.8 Financial need.

(Value of this category is the sum of
the values of paragraphs (a) to (c) of
this section.)

(a) If the project cannot be financed
without the requested Federal assist-
ance, the application will be awarded
the following number of points --- 5

Ability to finance the project on the basis
of revenue bonds is computed at 6 percent
interest over 25 years. If the estimated net
revenue in an average year exceeds the total
debt service costs for that year by a factor
of 1.25, it is assumed that the project can
be financed without the requested Federal
aid, and the points will not be awarded.

(b) Relative median family income: The
median family income of the service area
of the proposed project compared to the
median family income of the State in which
the project is to be located is: (Select one) :

(1) $501-$1,500 above ---------------- 2
(2) $1--500 above ------------------- 4
(3) $0-$500 below -------------------- 6
(4) $501-$1,500 below ---------------- 8
(5) $1,501 or more below ------------- 10

Wedian family incomes for the service area
and the State are to be obtained by utilizing
the City-County Data Book or other census
data. In those instances where the median
family income for the area as determined
from the source material appears incon-
sistent with the Department's knowledge of
the community, adjacent area median fam-
ily incomeswill be considered.

(c) Non-Federal financial aid: (Value of
this element is the sum of the values of
(1) and (2).)

(1) State assistance (grant and/or
loan) is being provided to assist in
project financing ----------------- 3

(2) Units of government other than the
applicant and a State are providing
financial assistance for the project- 2

Financing by other units of governments
includes grants, loans, or contributions to
the construction of the project by units of
general- or special-purpose governments
other than the applicant and a State.

§ 556.10 Housing.

(The value of this category is the sum
of the values of paragraphs (a) and'(b)
of this section.)

(a) Decent, safe, and sanitary hov.-
ing. (Value of this element is the qum
of the values of subparagraphs (1) to
(3) of this paragraph.)

The project is neceszary for the--
(1) Maintenance of existing decent, safe

and sanitary houAng -------------- 2
(2) Maintenanco of ezisting, or assiot-

ance to proposed, decent, cafe, and
sanitary low and moderato income
housing ---------------------- _ 3

(3) Assistance of significant aeao of
housing that is leIs than decent,
safe, and sanitary ---------------- -2

"Decent, safe, and sanitary housing" re-
fers to housing that is in accordance
with local housing standards In the area
in which the project is to be located,
"Low- and moderate-income housing"
refers to housing with a fair market
value that is equal to or less than the
resultant of multiplying the section 235-
236 maximum income for a family of
four, as established by the Secretary for
the county in which the project ts lo-
cated, by a factor of 3. "Low- and mod-
erate-income housing" also 'refers to
housing with an annual rental equal to
or less than one-third of such section
235-236 maximum income.

(b) Accessibility of housing. (Select
one) :

Percent of housing In project area that will
be accessible on a nondiscriminatory basis
to families and Individuals with low and
moderate income is:

(1) 81-I00 percent ------------------- 10
(2) 61-80 percent ------------------- -8
(3) 41-60 percent -------------------- 0
(4) 21-40 percent -------------------- 4
(5) 20 percent or less ----------------- 2
As used herein, "nondiscriminatory",
means free of legal or social constraints
arising from race, creed, color, and na-
tional origin.
§ 556.12 Health.

The proposed project Is nece,,sary for:
(Select one):
(a) Elimination of a potential public

health haard -------------------
(b) Elimination of a demonstrated pub-

lic health hazard ----------------- 13
(c) Elimination of a critical health

hazard ---------------------.. ---- 18

A "potential public health hazard" ro-
fers to a hazard which If not corrected
can be expected to result In a dangerousi
lowering of environmental quality and
health standards; e.g., malfunctioning
septic tanks, polluted individual wello,
or areas subject to Inundation not more
often than every 5 years but at least once
every 10 years. A "demonstrated public
health hazard," refers to hazards from
existing sources which If not corrected,
could result in disease of epidemio pro-
portions (which sources are evidenced by
epidemiological studies and reports),
contamination of domestic water sources
from any cause, the need to Import wator
for any cause, and the Inundation of the
area more frequently than every 5 years,
A "critical public health hazard" refers
to a demonstrated public health hazard
which must be resolved Immediately, eg.,
a desperate need 'for water, control of
demonstrated causes of disenses of epl
demic proportions, and the Inundation
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of the area more frequently than once
per year.

§ 556.14 Local job and business oppor-

tunities.

(Value of this category is the sum of
paragraphs (a) to (e) of this section.)
(a) The project Is needed for existing

or proposed commercial or indus-
trial development ---------------- 2

(b) During the construction phase of
the project, on-the-job training ac-
tivitles will be provided ..----------- 2

(c) The project will provide job oppor-
tunities for underemployed and un-
employed persons ----------------- 2

(d) The project has provisions for small
business participation ...------------ 2

(e) The project has provisions for mi-
nority business participation ..... 2

"On-the-job training" refers to union or
government sponsored apprenticeship or
similar training programs. "'Small busi-
nesses" refers to those contractors, in-
cluding supply contractors, whose con-
tractual abilities are limited to $125,000
or less. In addition to information fur-
nished on SF-101, the relationship of the
project to commercial or industrial de-
velopment in the area will be taken into
account.

§ 556.16 Community development.
The degree to which the project is

necessary for undertaking other
publicly supported community de-
velopment activities ------------- 1 to 5

"Community development activities" re-
fers to those publicly supported physical
devlopment activities and those related
social or economic development activities
being carried out or to be carried out
within a reasonable period of time in
accordance with a locally determined or
areawide plan or strategy. Factors taken
into consideration may include the proj-
ect's responsiveness to local needs and
objectives, the economies possible
through coordinated or joint action, and
the degree of support by the appropriate
unit(s) of local -general-purpose
government.

§ 556.18 Further application proce-
dures.

(a) Preliminary applications that re-
ceive a comparatively high rating are
placed on the-potential project list by the
regional or area office having jurisdiction
over the geographic area to which the
application relates. Then, depending
upon the relative rating of the prelim-
inary application among other such
applications submitted to the area or
regional office within any given period,
the applicant may be asked to submit
further application material, with sup-
porting documentation, so that a final
decision on the grant may be reached.
Such application material is subject to
further reviews to determine compliance
of the application with basic eligibility
and technical requirements.

(b) The relative rating of the prelimi-
-nary application and remedial action
by applicants are determined as follows:
A minimum value that will permit fund-
ing within the-area office is to be de-
termined on the basis of aggregate scores

of rated applications. When an SF-101
falls to receive the prescribed sccre for
inclusion of the prolect on the potential
project list, the application and sup-
porting documents will be returned to
the applicant with advice as to areas of
deficiency. Remedial action regarding
the deficiencies must be undertaken be-
fore the proposal may be reconsidered.

Chapter VI-Office of Assistant Sec-
retary for Community Planning and
Management [Reserved]

Chapter VII-Community
Development Corporation

Subhcapler A IReservedi
Subchapter B-Assstance for Now Communities

Part
710 Guarantee of private obligations for

financing new community land
development.

SUBCHAPTER A [RESERVED]
SUBCHAPTER B--ASSISTANCE FOR NEW

COMMUNITIES

PART 710-GUARANTEE OF PRIVATE
OBLIGATIONS FOR FINANCING
NEW COMMUNITY LAND DEVEL-
OPMENT

. Subpart A-General
Sec.
710.1 Statement of applicable law.
710.2 Definitions.
710.3 Information.

Subpart B-New Community Criteria and
Standards

710.5 General criteria for new communi-
ties.

710.6 Specific characteristics of a new com-munity.
710.7 Other requirements for new com-

munity development.

Subpart C-Flnanc'a| and Economic Criteria
and Standards

710.8 Economic feasibility.
710.9 General financial plan and program.
710.10 Maximum Federal guarantee.
710.11 Land valuation.
710.12 Cost estimation.
710.13 'Terms and conditions of borrowing.
710.14 Equity and working capital.
710.15 Security for the guarantee.
710.16 Terms and conditions of payment

under the guarantee.

Subpart D-Procedures
710.18 Preapplication propoML
710.19 Application.
710.20 Project agreement.
710.21 Issuance of guaranteed obllgations.
710.22 Project execution andmonltoring.

Subpart E---Fco and Charge Schedule
710.24 Application charge.
710.25 Commitment charge.
71026 Reopening charges.
710.27 Guarantee fce.
710.28 Annual fee.
710-29 Transfer charge.

Axrionrm: The provisions of thi Part 710
issued under tecs. 413, 7(d), 82 Stat. 517,
79 Stat. 670; 42 U.S.O. 391.2, 3535(d).

Subpart A-General

§ 710.1 Statement of applicablo law.
(a) TheNewCommunitiesActof 1968

(42 U.S.C. 3901-3914) authorlze the

Secretary of Housing and Urban Devel-
opment to guarantee obligations isued
by private developers to help finance
new community development projects.
It also authorizes the Secretary to make
grants to State and local public bodies
and agencies to supplement the Federal
assistance that is otherwise avallable for
certain water, sewer, or open-space proj-
ectz if these projects are needed or de-
sirable in connection with an approved
new community project which will make
available a substantial number of hous-
ing units for persons of lot and moderate
income. The amount of such grants may
not exceed 20 percent of project costs,
and since this is to supplement other
Federal assistance, the projects must
also meet the applicable requirements
for regular grants under section 702 of
the Housing and Urban Development
Act of 1965, as amended (42 U.S.C.
3102); section 306(a) (2) of the Consoli-
dated Farmers' Home Administration
Act, as amended (7 U.S.C. 1926(a) (2));
or title VII of the Housing Act of 1961,
as amended (42 U.S.C. 1500--1500e).

(b) he Act (1) amends section 202
(b) (4) of the Housing Amendments of
1955, as amended (42 US.C. 1492), to
permit public facilities loans without re-
gard to the population limits otherwise
applicable for facilities serving a new
community development; (2) amends
section 21 of the Federal Reserve Act,
as amended (12 U.S.C. 371). with regard
to the authority of national banks to
Invest in obligations guaranteed under
the Act; and (3) amends section 5(c) of
the Home Owners Loan Act of 1933, as
amended (12 U.S.C. 1464), with regard
to the authority of the Federal savings
and loan associations to invest in obliga-
tions guaranteed under the Act. The
Secretary Is also authorized to make
comprehensive planning grants under
section 701 of the Housing Act of 1954,
as amended (40 U.S.C. 461), to official
governmental planning agencies for
planning in areas where rapid urbaniza-
tion is expected to occur on land devel-
oped or to be developed as a new com-
munity approved under the Act.

(c) Additional assistance to new com-
munities may be available under other
Federal laws, even though they do not
refer specifically to the Act or to new
communities. For example, public bodies
may receive Federal assistance for water
and sewer and open space, schools, urban
transit, and other facilities which serve
new communities. Federal assistance for
private sponsors would generally be
available on the seme basis as in other
communities. For example, qualifying
private sponsors may receive assistance
for sales, rental, and cooperative housing
projects for lower income families pur-
suant to sections 235 and 236 of the Na-
tional Housing Act as amended (12
U.S.C. 1115z and 1715z-1).

(d) It Is the declared purpose of the
Act to encourage the development of new
communities that-:-

(1) Contribute to the general better-
ment of living conditions through the
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improved: quality of community develop-
ment made possible by a consistent de-
sign for the provision of homes, com-
mercial and industrial facilities, public
and community facilities, and open
spaces;

(2) Make substantial contributions to
the sound and economic growth of the
areas in which they are located;

(3) Provide needed additions to the
general housing supply;

(4) Provide opportunities for innova-
tion in housing and community develop-
ment technology and in land use plan-
ning;

(5) Enlarge housing and employment
opportunities by increasing the range of
housing choice and providing new in-
vestment opportunities for industry and
commerce;

(6) Encourage the maintenance and
growth of a diversified local homebuild-
ing industry; and

(7) Include, to the greatest extent
feasible, the employment of new and im-
proved technology, techniques, materials,
and methods in housing construction, re-
habilitation, and maintenance under
programs administered by the Depart-
ment of Housing and Urban Develop-
ment with a view to reducing the cost of
such construction, rehabilitation, and
maintenance, and stimulating the in-
creased and sustained production of
housing under such programs.
§ 710.2 Definitions.

For the purpose of the regulations in
this part, the following terms siall
mean:

(a) Act. The. New Communities Act of
1968 (title IV of the Housing and Urban
Development Act of 1968, 42 U.S.C. 3901-
3914).

(b) Secretary. The Secretary of Hous-
ing and Urban Development or his au-
thorized representatives.

(c) Assistant Secretary. The Assist-
ant Secretary for Community Planning
and Management or his authorized rep-
resentatives.

(d) Developer. The private entity, ap-
proved by the Secretary to carry out a,
new community project, which issues
obligations guaranteed or to be guaran-
teed under the Act.

(e) Project. The activities and under-
takings required to carry out a plan or
plans for a new community approved by
the Secretary under the Act.

(f) Land development. The process of
grading land, making, installing, or con-
structing water lines and water supply
installations, sewer lines, and sewage
disposal installations, steam, gas, and
electric lines and installations, roads,
streets, curbs, gutters, sidewalks, storm
drainage facilities, and other installa-
tions or work, whether on or off the site,
which the Secretary deems necessary or
desirable to prepare land for residential,
commercial, industrial, or other uses, or
to provide facilities for public or common
use. The term "land development" shall
not include any building unless it is (1)
9 building which is needed in connection
with a water supply or sewage disposal
installation or a steam, gas, or electric
line or installation, or (2) a building,

other than a school, which Is to be owned
and maintained jointly by the residents
of the new community or is to be trans-
ferred to public ownership, but not prior
to Its completion.

(g) Actual costs. The costs (exclusive
of rebates or discounts) incurred by a
new community developer in carrying
out the land development assisted under
the Act. These costs may include
amounts paid for labor, materials, con-
struction contracts, land planning, en-
gineers' and architects' fees, surveys,
taxes, and interest during development,
organizational and legal expenses, such
allocation of general overhead expenses
as is acceptable to the Secretary, and
other items of expense incidental to de-
velopment which may be approved by the
Secretary. If the Secretary determines
that there is an identity of interest be-
tween the new community developer and
a contractor, there may be included as a
part of actual costs an allowance for the
contractor's profit in an amount deemed
reasonable by the Secretary.
§ 710.3 Information.

General information on the new com-
munity program and instructions for ap-
plying for assistance under this program,
as well as information on other Federal
programs which are related to new com-
munities, may be obtained from the As-
sistant Secretary for Community Plan-
ning and Management, U.S. Department
of Housing and Urban Development,
Washington, D.C. 20410.

Subpart B-New Community Criteria
and Standards

§ 710.5 General criteria for new com-
munities.

In determining whether a given under-
taking, otherwise eligible for assistance
and consistent with the purposes of the
Act, Is a new community, the Secretary
will apply the following general criteria:

(a) A new community must include
most, if not all, of the basic activities nor-
mally associated with a city or town:
Housing, education, cultural facilities,
transportation, commerce, industry, and
recreation.

(b) It must combine these varying
activities in a balanced and harmonious
whole, with a view to creating an en-
vironment that is an attractive place to
live, work, and shop.

(c) It must-have a favorable impact
upon the growth and development of
the area within which it is located in
terms of conserving land, minimizing
transportation problems, extending the
range of housing choice for all who live
or may in the future live in the area,
promoting needed economic develop-
ment, and creating new Job opportunities.

(d) It must be designed for the fullest
possible range of people and families of
different compositions and incomes and
must be open to members of all national,
ethnic, and racial groups.
§ 710.6 Specific characteristics of a new

community.
(a) Size, location, and internaZ divcr-

sitit-(1) Size. No minimum or maximum

size is prescribed for a new community
qualifying under the Act, but ts size
must be significant in comparison with
existing development, and communitiel
in the area in which it Is located. A
new community that would be too small
to have an appreciable impact In or near
a metropolitan area might qualify for
assistance if it were located in a rur'al
area and were approximately as largo
as other communite3 in the area.

(2) Location. A new community may
be located in any kind of area: Urban
urbanizing, or rural. Wherever located,
a new community must have accezsibility
to highways, airports, or other public
transportation facilities commemurate
with its size and the anticipated require-
ments of its population, industry, tnd
commerce.

(3) Relationship to surrounding de-
velopment. If a new community involves
development which adds to an existing
community or to an existing residential,
commercial, or industrial area, both the
old and new development will be con-
sidered in determining whether the now
community qualifies for assistance tnder
the Act. To qualify, however, the now
development must be substantial, and
the old and new elements must be care-
fully integrated. The re~ulting total now
community must be planned as a whole
and must be demonstrably different from
that which existed before. An addition to
existing development of housing alone, or
commercial or industrial facillties alone,
will generally not be-considered sufficient
for this purpose. Whether or not the new
community Incorporates existing devel-
opment, it should take account of thig
development in Internal planning and
site location decisions.

(4) Internal diversity. Although a new
community need not be completely self-
sufflcient, It must provide in a ilnglo area
the housing, public and commercial fa-
cilities, and Job opportunities normally
associated with a city or town. In doter-
mining the degree of internal diveroity
for a given site, consideratlon will be
given to adequacy of exJstlng or projected
facilities in the immediate area. How-
ever, the community may not conslst
simply of housing or of housing with a
minimum of commercial facilitieo cerv-
ing only the immediate needs of people
for neighborhood shopping. Nor may a
new community be predominantly an
industrial or commercial development,
with a minimum supply of now housing.

(b) Internal development plan. A new
community must have a general plan and
program for its ultimate development
designed to create and maintain an at-
tractive and viable environment reopon-
sive to human needs. Among the faotora
which the Secretary will consider in
evaluating the plan are the following:

(1) Suitability of the ,Ito for the pro-
posed uses, harmonous relationt:hip of
these uses with surrounding develop-
ment, and their protection againct
adverse physical encroachment;

(2) Effectivenezs of the land ure and
transportation plans and population
density and distribution in promoting
harmonious interrelationship, and opti-
mum Internal accessibility;
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(3) Preservation and enhancement of
natural features such as water bodies and
steep slopes; establishment and mainte-
nance of an accessible open-space net-
work for conservation, natural beauty,
and recreation; and effectiveness of
measures to prevent environmental pol-
lution and problems such as flooding and
soll instability;

(4) Adequacy of public facilities to
serve community needs, including water
and sewer, schools, recreation, health
facilities, streets, walkways, highways,
and other transportation facilities;

(5) Adequacy of controls and incen-
tives for promoting attractive land utili-
zation, urban design and architecture;

(6) Phasing of all features of the plan
on a schedule compatible with economic
feasibility and geared to the timing of
land acquisition, development, and dis-
position as reflected in the financial
plan;

(7) The extent to which the plan con-
tains innovative features;

(8) Adequacy of provision for reloca-
tion of existing residents and businesses
to the extent required by the land use
plan; and

(9) Adaptability of the plan to the
various problems and alternatives which
may arise as development proceeds.

(c) Housing mix. A new community
must contain an adequate range of hous-
ing and a variety of housing types for
both sale and rental for people of all
incomes, ages, and family composition,
including a substantial amount for
people of low and moderate income. The
following factors, among others, will be
considered in determining the sufficiency
of housing mix:

(1) Existing and projected distribu-
tion of families by Income and size for
the region in which the project is
located;

(2) Existing and projected housing
supply and demand, particularly for low-
and moderate-income housing, in the
region and market area of the project;°

and
(3) Income and family characteristics

of persons likely to be employed In the
new community.
Existing housing in standard condition
or proposed to be rehabilitated within
the new community, as well as new con-
struction, may be considered in deter-
mining adequacy of housing balance. But
whether this housing is to be newly con-
structed or rehabilitated, the new com-
munity plan must include reasonable as-
surances that the units planned will ac-
tually be provided. If the development of
a new community is to be carried out in
stages, sites for low and moderate income
housing shall be included in every major
residential stage.

(d) Community services and govern-
ment. (1) A new community must be
provided with d full range of govern-
ment and public services adequate to
meet the needs of all its residents. Such
services may be provided by State or local
government, by community organiza-
tions, or by other appropriate entitles.
If public facilities or utilities are to be

operated by a nonpublic body, rates and
charges, capital structure, rate of return,
and methods of operation of the facility
or utility must be regulated by a public
body or by other.means satisfactory to
the Secretary.

(2) A new community need not be or
constitute a separate political unit but
may be governed through a county, city,
town, or other existing political Jursdic-
tion. Where it is contemplated that a de-
veloper or a developer-controlled orga-
nization or association will, during the
course of development, perform func-
tions normally performed by a general
unit of government, provision should be
made in the new community plan or
plans for an orderly transfer of such
functions to an appropriate govern-
mental unit at an appropriate time.

(e) Area planning and dcvelopmcnt.
The area within which a new community
is to be situated must be covered by a
comprehensive areawide plan or by on-
going planning promulgated or carried
on by a duly authorized agency. The lo-
cation of the new community and the
internal development plan for the proj-
ect must be consistent with such compre-
hensive plan or planning and must re-
flect consideration of any economic de-
velopment programs, functional plans,
and public works programs of relevant
Federal, State, regioiml, city, or county
agencies for the area in which the new
community is located. The comprehen-
sive plan or planning for the area must,
in the Secretary's Judgment, be suM-
ciently detailed to provide a reasonable
basis for evaluating the relationship of
the proposed new community to area
population trends, major transportation
facilities and development patterns, area-
wide land use, systems for water and
sewage, open space, and recreation. In
those areas where there is an areawide
planning agency certified by the Secre-
tary, consistency must be found between
the planning performed by the certified
agency and the new community.

(f) Social elements. In order to assure
that projects reflect social considerations
and human needs, new community plans
must reflect or incorporate the following:

(1) Use of citizen advisory group3.
opinion surveys, or other methods of de-
veloping a design and structure for the
new community that will be responsive
to the needs of residents, both at the be-
ginning and, through continuing evalu-
ation, at later stages of development:

(2) Location and distribution of hous-
Ing types and price ranges so as to pre-
vent segregation and afford full access
to facilities, and participation in activi-
ties, of the community and neighborhood
by groups, families, and individuals of
different economic, ocial, and racial
backgrounds;

(3) A program of citizen participation
in project activities, including use of
home associations and civic organiza-
tions appropriately formulated to supple-
ment, as necessary, opportunities offered
by governmental or public institutions,
and to provide for full opportunity for
participation by renters and low-income
residents; and

(4) Specific actions that- may be
needed to promote high quality school.
or to encourage or assure, as appropriate,
establishment of community colleges,
technical or vocational education cen-
ters, adult education courses, and Job
retaining facilities.

(g) Disclosure of certain interesta. DI-
velopars and contractors must disclose,
in accordance with such procedures or
forms as the Secretary may prescribe, all
direct and indirect interests that may af-
fect the arm's length character of any
transactions relied upon to establish esti-
mated or actual costs, or value, for pur-
posae of determining the amount of
obligations to be guaranteed or the
amount of the proceeds of such obliga-
tions that can be disburzed. Where such
interests exist, the Secretary may fix
such special allowances or fees, or require
special accounting for costs, or take such
other actions = he may determine are
reasonable and appropriate in order to
prevent the guarantee of obligations, or
the disburze-ent of funds, in exceszive
amount-.

§710.7 Other requirements for new
community dcvelopmenL

(a) Capability of developr. (1) Only
private developers are eligible for guar-
antefe under the Act. These include prof-
it-seeing, nonprofit, or limited dividend
corporations. The form of organization
of the developer and changes in that
form must be approved by the Secretary.
Changes in ownership which might re-
suit in changes in control of the devel-
oper's operation must also be approved.

(2) The developer must have fnan-
clal, technical, and administrative abil-
ity and bae'ground appropriate to the
size and complexity of the project, the
amount of the obligations to be guar-
anteed, and the period of time for project
completion. The developer must have
either in his own organization or avail-
able to him land development and related
s1111 of a high order over the whole pe-
riod of development. He must also have
the capacity for anticipating and dealing
effectively with the social concerns and
problems that must be considered in
planning the community or that may
arise during the period of development.

(3) The developer may engage in non-
title IV activities, either in the projest
itself or in related development, subject
to. such conditions as the Secretary may
Impoze. The project agreement shall Im-
pose such controls and limitations as the
Secretary shall determine are required
to W govern the nontitle IV activities of
the developer, in the project Itself or
otherwie, or (i) provide separation of
accounts and activitie3 to serve the pur-
poses of the Act and protect the security
interest of the United States.

(b) Equal opportunity. (1) The new
community project must be speciflcally
dcsigned and implemented so as to =-ura
compliance dith all requirements im-
posed by, or pursuant to, any appli-
cable statute or executive order treating
with discrimlnation on the basis of race,
creed, color, sex, or national origin. These
include title VI (Fair Housing) of the
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Civil Rights Act of 1968 (42 U.S.C. 3601-
3619); title VII of the Civil Rights Act of
1964 (42 U.S.C. 2000e); the Civil Rights
Act of 1866, as amended (42 U.S.C. 1981
and 1982); Executive Order 11063 (27
FPR. 11527); and Executive Order 11246,
as amended by Executive Order 11375 (30
F.R. 12319, as amended by 32 F.R.
14303); which apply variously so as to
prohibit discrimination in the use, sale,
lease, or other disposition of land, hous-
ing, or facilities in the new community
and iii employment in the new commu-
nity or in the development of the new
community project. Pursuant to the au-
thority in each executive department to
issue regulations and take other appro-
priate action under Executive Order
11063 with respect to Its programs, dis-
crimination on the basis of race, color,
creed, or national origin in the use, sale,
lease, or other disposition of any land
developed for residential or related uses
with assistance under the Act is hereby
specifically made a violation of that
order enforceable under the terms of sec-
tion 302 of the Order after due notice and
hearing.

(2) In furtherance of subparagraph
(1) of this paragraph and as a condi-
tion of granting or continuation of as-
sistance, the developer must formulate
and implement an afrmative action pro-
gram covering all or part of the new
community project; include appropriate
equal opportunity provisions in perti-
nent contracts, subcontracts, covenants,
or other documents; and take such fur-
ther steps as the Secretary may direct
to carry out the developer's program, in-
cluding, but not limited to, provision of.
equal opportunity in employment and
encouragement of minority business
enterprise.
(c) Labor standards. In any new com-

munity project, construction contracts,
subcontracts, or building and loan agree-
ments for land development assisted
under the Act shall contain such labor
standards clauses as the Secretary may
direct in furtherance of the Act and of
the regulations of the Secretary of Labor
codified in 29 CER Part 5. The provisions
of such regulations with respect to in-
eligible contractors shall also be ob-
served. No proceeds of new community
obligations may be disbursed to a de-
veloper with respect to any such con-
struction contract unless there has been
filed, in a manner satisfactory to the
Secretary, a certificate signed by the con-
tractor or subcontractor stating. that
laborers and mechanics employed under
the contract have been paid not less than
the wages determined by the Secretary
of Labor to be prevailing wages for cor-
responding classes of laborers and me-
chanics employed on construction of a
similar character.
(d) Small builders.-In any new com-

munity project, there must be provision
satjsfactory to the Secretary to encour-
age maintenance and growth of a diver-
sified local homebuilding industry and
broad participation by builders, par-
ticularly small builders.
(e) Governmental approvals. The de-

veloper must secure all State and local

approvals required by law or determined
by the Secretary to be necessary for the
project. To the extent significant project
activities will require, or depend upon,
future approvals that are necessarily un-
obtainable at the time the offer of com-
mitment is made or the project agree-
ment entered into, the Secretary will
require that the project plan or plans
provide reasonable assurance that such
approvals will and can be secured, in a
timely fashion, as needed.

(f) Staging. Major new community
projects will ordinarily be planned, car-
ried out, and financed In progressive
stages, so as to provide an opportunity
to test the market and minimize finan-
cial risk, with each stage resulting in a
balanced and self-sufficient whole. Ex-
cetions to this requirement, and the
degree of and terms for staging, will be
determined according to the scope of the
project, the nature of market demand,
the extent of assurance that all contem-
plated financing will be obtained and all
public actions or approvals taken or ob-
tained, the degree to which economies of
scale can in fact be obtained, the possi-
ble adverse effects of contemplated
major improvements upon the Govern-
ment's security, the projected scheduling
of housing in relation to critical housing
needs, particularly needs for low and
moderate income housing, and such
other matters as the Secretary deems
relevant. Regardless of the stage covered
in the initial application, the developer
must submit a general plan for the en-
tire project which will be covered by
subsequent stages.

Subpart C-Financial and Economic
Criteria and Standards

§ 710.8 Economic feasibility.
A new community must be economi-

cally feasible in terms of economic base
or potential for growth. Among the
criteria by which feasibility will be de-
termined are the following:

(a) Current and projected economic
and demographic growth patterns and
demand for and supply of industrial,
commercial, and residential properties
for the region in which the project is
located;

(b) The market area of the project
and the growth and demand trends pro-
jected within this market area;

(c) The advantages of the project,
relative to other developments, includ-
ing its location, the managerial and mar-
keting, skills associated with It, and its
capacity to sustain a Job base which, in
turn, will generate demand for housing
and commercial facilities.
In the case of projects in rural and other
areas, including those beyond the urban-
izing portion of a metropolitan area,
where, for economic or other reasons,
advantage cannot be taken of existing
growth trends, it is particularly Impor-
tant that there will be a large enough
employment base to generate demand to
sustain the projected growth rate of the
new community. Feasibility will depend
upon the basic conditions for industrial
development; the probable effectiveness

of private and governmental efforts to
attract stable industries and to overcome
some of the major obstacles to economic
development; and the degree to which
commitments from industries can be
secured.
§ 710.9 General financial plan and pro.

gram.
A new community must be developed"

pursuant to a financial plan or program
which must include provisions that will:

(a) Cover all anticipated project
costs, including, but not limited to, costa
which will be met with funds to be bor-
rowed under the obligations guaranteed,

(b) Demonstrate . the manner by
which, and the sources from which, thee
costs will be met, including anticipated
revenues from the project, financial re-
sources of the developer, and borrowing;

(c) Provide assurances that the devel-
oper will have an adequate Incentive, in
terms of equity invested and expected re-
turn, for proceeding with the approved
project in an expeditious and efficient
manner; and

(d) Set forth a procedure for periodic
updating of the financial plan to take
into consideration changes In costs, reve-
nues, market conditions, and other rele-
vant changes affecting the plan,

§ 710.10 Maximum Federal guarantee.
The maximum loan which may be

guaranteed under the Act is the lesser of
(a) 80 percent of the Secretary's esti-
mate of the value of the property upon
completion of land development or (b)
the sum of 75 percent of the Secretary's
estimate of the value of the land before
development and 90 percent of his esti-
mate of the actual cost of land develop-
ment. In no event shall the principal
amount of the outstanding obligations
guaranteed under the Act with respect to
a single project exceed $50 million, Land
which is yet to be acquired and costs
which are yet to be Incurred at the time a
commitment is made may be included as
a basis for determining maximum com-
mitment, but, in the absence of escrow
or trust provisions under § 710.22(b) (1),
only land acquired and costs incurred at
or prior to issuance of a guarantee may
be included as a basisfor determining the
maximum outstanding principal amount
of obligations which may be guaranteed.
§ 710.11 Landvaluation.

Among the principles which the Sec-
retary will apply with respect to any
valuation and which should be applied
In any valuation made by or on behalf of
a developer are the following:

(a) Before developmcnt. (1) Esti-
mates of the "as is" value of the land
prior to its development as part of a
new community project must be based,
to the greatest extent possible, on recent
actual arm's length sales transactions of
the land involved or of nearby compara-
ble land. In all cases where land valua-
tions exceed actual prices paid by the
developer or paid in the latest arm's
length transactions, the reasons for the
valuation will be fully explained and
documented. Unusually high prices paid
for remaining parcels needed to round
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out a site will be considered as unrepre-
sentative of the values of the site as a
%vhole. Different parcels may be valued
according to their highest and best use
only where supported by market demand.
In any case, valuation shall not be lim-
ited to a small sample acreage or a few
selected choice parcels.

(2) Valuation should not take into ac-
count any increased values resulting
from the guaiantees expected to be is-
sued under the Act and the development
made possible by these guarantees, as
distinct from normal growth that would
have been expected in any event. It is
recognized, however, that market value
may be increased by improvements al-
ready on the land, including those in-
stalled by the developer, and changes
which have occurred in local zoning or
comprehensive planning as a result of
actions by the developer. Such increases
In value may be taken into account to
the same extent as they would be In
valuing comparable land.
(b) After development. Estimates of

the value of the property upon comple-
tion of land development should reflect
the income potential of the new com-
munity project from the sale or rental of
developed land if the project Is carried
out as planned. Consideration: should be
given to the potential effect on values
of existing and planned public facilities
and other existing aid planned develop-
ment in the area. Absorption rates should
be related to the proposed land uses and
development schedule for the project.
Weight should also be given to any fac-
tors affecting the potential value of the
particular lan'd in question, such as zon-
ing which may be approved, access, to-
pography, and anticipated governmental
approvals.
§ 710.12 Cost estimation.

Only the actual costs of land develop-
ment, as those terms are defined in
§ 710.2 (e) and (f), will be considered for
purposes of calculating the maximum
amount of obligations which may be
guaranteed under the Act. The general
principles that will apply in estimating
actual costs of land development for this
determination are as follows:

(a) Costs of land development may be
included as estimated actual costs to the
extent that they are expected to be in-
curred after the date as of which land
valuation is determined by the Secretary.
Planning and other organizational costs
relating directly to the development of
the new community proposal may be in-
cluded even if incurred prior to that date.
(b) Construction costs estimates, to

the fullest extent feasible, should be sup-
ported by detailed engineer's cost figures
broken down by unit quantities and
prices, and must be identified in terms of
specific improvements.
(c) Fees and charges payable pursu-

ant to Subpart E of this part before or
during development may be included as
estimated actual. costs.
§ 710.13 Terms and conditions of Lor-

rowing.

(a) Kind of obligations. The obliga-
tions guaranteed under the Act may in-

elude any bond, debenture, note, or other
obligation issued by a developer for
public or private sale. To facilitate public
financing, the guaranteed obligations of
any number of developers may be Issued
to a trustee who will sell to the public,
through underwriters or otherwise, cer-
tificates oZ participation or other securi-
ties evidencing rights in the guaranteed
obligations held in trust, provided that
the terms and conditions of each such
transactions shall be approved by the
Secretary.

b) Investors and lenders. Investorin
guaranteed obligations, except for public
offerings, must be approved by the Sec-
retary or must meet such standards and
criteria as may be from time to time
prescribed by him. In the caso of a
public offering, obligations must be un-
derwritten under terms and conditions
approved by the Secretary.

(c) Rates of interest and maturities.
Rates of interest and any other charges
relating to guaranteed obligations and
the repayment maturity and redemption
privilege provisions of such obligations
must be approved by the Secretary.

Cd) Trustees and liduciaris. Any
trustee or other person or corporation
acting in a fiduciary capacity with re-
spect to a guaranteed obligation must be
a banking or other financial institution
subject to governmental inspection and
supervision. Approval of such a trustee
or other person may be conditioned on
its written agreement with the Secretary
to take such steps and act under such
conditions as the Secretary may pre-
scribe for the protection of the security
interests of the United States.

§ 710.14 Equity and working capital.
(a) Prior to the execution of the proj-

ect agreement a developer must make
arrangements satisfactory to the Secre-
tary to assure that there will be adequate
funds and working capital to meet cash
requirements for costs and contingen-
cies, not covered by the proceeds of guar-
anteed obligations, incurred or to be in-
curred in connection with the land de-
velopment program.

Cb) The Secretary may require de-
velopers to have equity in addition to
funds described in paragraph (a) of this
section, according to the amount of and
arrangements for debt financing, and
such other considerations as he deter-
mines may bear upon the risks to the
United States as guarantor.
§ 710.15 Security for the guarantee.

(a) All obligations must contain, or be
issued subject to, such provisions relat-
ing to the security interests of the United
States as may be required by the Secre-
tary. These shall Include general pro-
visions under which the United States
shall acquire rights of subrogation on
payment of a guarantee in addition to
such special provis ons relating to the
security of the United States in the spe-
cific property, including real property
being acquired and developed, or other
property as may be appropriate.

Cb) Unless otherwise required or ap-
proved by the Secretary, the security of
the United States will Include a first lien

on the real proparty of the developer (or
such portion thereof as the Secretary
may determine) owned or acquired in
connection with the project. The devel-
operls title to such property and the
validity of such lien must be evidenced
by a title Insurance policy issued by a
title insurer licanmed to do business in
the State in which the real property is
located and acceptable to the Secretary,
or other satisfactory evidence of title.
The form and amount of any title in-
surance policy shall comply with the
standards precrlbed by the Secretary.
At, or prior to, the Issuance of obligations
guaranteed under the Act, the first lien
referred to above shall be given to and
held by the Secretary, or by a trustee
approved by him. The instruments creat-
Ing such lien and setting forth the terms
and conditions under which it is given
and held must be satisfactory to the
Secretary.

(c) Such instruments shall Include
provisions for the release of real proper-
ty from the lien, as such property is sold
or otherwise disposed of for project pur-
pome, in accordance with such schedules
and procedures as the Secretary may re-
quire In the project agreement to assure
that on the sale or other disposition of
such property (i) adequate release pay-
ments will be applied to the redemption
of the guaranteed obligations or paid
into an appropriate fund. or 0) other
appropriate action will be taken or as-
surances received as may be required to
protect the security interests of the
United States.
§ 710.16 Terms and conditions of pay-

ment under the guarantee.

(a) Nature and scope. The full faith
and credit of the United States is pledged
to the payment of any guarantee made
pursuant to the Act, and the validity of
such guarantee shall be incontestable In
the hands of a qualified holder of a guar-
anteed obligation, except for fraud or
material misrepresentation on the part
of such holder. The guarantee may ex-
tend to both prinolpal and interest, In-
eluding interest, s may be provided for
in the guarantee, accruing between the
date of default under a guaranteed obli-
gation and the payment in full of the
guarantee.

(M) Claims and paznment upon default.
Upon default by a develoner in payment
of interest or principal 'nder an obli-
gation guaranteed under the Act the
first recourse of the holder thereof shall
be a claim under the guarantee for pay-
ment of the defaulted interest or prin-
cipal; and, upon payment thereof in
accordance with the terms of such-guar-
antee, the holder shall have no further
recourse. Al payments thereunder shall
be made in cash from the revolving fund
established pursuant to the Act.

Subpart D-Procedures

§ 710.18 Preapplication proposal.
The preapplication procedure is de-

signed to provide an initial screening to
determine whether or not a project ap-
pears to be within the broad framewor:
of the Act before all of the detailed
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plans are completed by the developer.
It will also provide the Secretary an
opportunity to work with the developer
from the earliest stages of project
planning.

(a) Inquiry. After familiarizing them-
selves with the Act and the regulations
in this part, applicants are encouraged
to meet with the Assistant Secretary for
Community Planning and Management
and his designated representatives to
discuss their proposals, so that subse-
quent steps may be taken with a clear
understanding of the goals and require-
ments of the program.

(b) Proposal. The first formal step in
processing is submission of a preapplica-
tion proposal to the Assistant Secretary
for Community Planning and Manage-
ment, U.S. Department of Housing and
Urban Development, Washington, D.C.
20410. The proposal should deal in sum-
mary form with the criteria for project
evaluation set forth in Subparts B and
C of this part. The proposal need not in-
clude the detailed supporting data re-
quired for an application. Specific in-
structions regarding the items which
must be included in a proposal may be
obtained from the Assistant Secretary
for Community Planning and Manage-
ment. No charge is required upon sub-
mission of a preapplication proposal.

(c) Review and action. The Assistant
Secretary for Community Planning and
Management, upon completion of his re-
view of each proposal, will inform the
applicant in writing of his findings and
(1) invite submission of an application;
(2) invite submission of an application,
indicating the need for specific changes
in the project; (3) recommend the reso-
lution of certain critical problems before
proceeding with an application; or (4)
discourage an application, indicating the
aspects of the proposal which do not ap-
pear to meet the requirements of the Act.
An invitation to submit an application
does not constitute or imply an assurance
of eventual approval by the Department.
If the applicant is not invited to submit
an application, but nevertheless believes
that the project may qualify under the
Act, he may resubmit the proposal for
further review with such changes as, in
his opinion, will overcome the initial ob-
jections of the Assistant Secretary for
Community Planning and Management.

§ 710.19 Application.
(a) Submission. An application may

be submitted to the Assistant Secretary
for Community Planning and Manage-
ment following receipt of an invitation
pursuant to § 710.18, and upon payment
of the application charge specified in
§ 710.24. The application must contain
information adequate to enable the Sec-
retary to make the determinations that
the criteria covered in Subparts B and C
of this part have each been met. Specific
instructions regarding the items which
must be included in an application may
be obtained from the Assistant Secretary
for Community Planning and Manage-
ment. Such items may, in addition to
other matters, include information as to
a range of feasible interest rates 'and

alternative repayment schedules and
maturities, subject to further determina-
tions in accordance with paragraph (b)
of this section.

(b) Offer of commitment. If the de-
terminations referred to in paragraph
(a) of this section are made by the Sec-
retary and an application is approved by
him hereunder, the Secretary may ad-
dress a letter to the applicant stating in
effect that, based upon the information
contained in the applicant's proposal and
application and any other information
which may have been submitted by the
applicant, the Secretary is- prepared to
enter into an agreement providing for
the guarantee under the Act of a speci-
fied maximum principal amount of obli-
gations to be issued by a specified devel-

-oper, subject to approval by the Secre-
tary of-

(1) The initial investors (in the case
of a private sale of such obligations) or
the terms and conditions of the under-
writing (in the case of a public sale of
such obligations);

(2) The rate of interest to be borne by
such obligations or the formula by which
such rate will be determined;

(3) The repayment and maturity pro-
visions of such obligations;

(4) The specific measures for the pro-
tection of the security interests of the
United States, liens and releases of liens,
and payment of taxes; and

(5) All other terms and conditions of
the financing arrangements which might
affect the interest of the United States;
and subject to such further conditions as
the Secretary may prescribe.

(c) Acceptance of offer o1 commit-
ment. The offer to commit contained in
any such letter shall expire 90 days after
the issuance thereof unless accepted by
the applicant prior to such expiration by
payment of the commitment charge spe-
cified in § 710.25. Within 90 days after the
expiration of such offer to commit, it
may be reopened and accepted by the ap-
plicant by request in writing to the Sec-
retary accompanied by tender of the
commitment charge and the reopening
charge, if the Secretary in his discretion
approves such request. An accepted offer
to commit shall remain effective as a
commitment to enter into a project
agreement pursuant to § 710.20 for 6
months, at which time the commitment
shall expire unless the applicant has
taken all steps that the Secretary deter-
mines to be required under this part as a
prerequisite to the execution of such
project agreement or unless such 6-
month period is extended at the discre-
tion of the Secretary.

§ 710.20 Project agreement.
Following satisfaction of all conditions

stated in any commitment of the Secre-
tary, and before the making of any guar-
antees, the developer will be required to
enter a project agreement which shall
be in a form satisfactory to the Secre-
tary. The agreement shall set forth the
understandings of the Secretary and the
developer with respect to the entire proj-
ect, including the understandings, if any,
as to how the project is to be carried out

in stages. The agreement shall also set
forth the developer's agreement to carry
out the project in accordance with speci-
fied plans, as approved by the Secretary,
and the Secretary's agreement to guar-
antee obligations of the developer Issued
pursuant to those plans, subject to the
limitations set forth In the Act and
this part. The agreement shall further
Include-

(a) An express covenant to the effct
that the Government's Interest. in the
project are not limited to its financial
interests as guarantor but extend to ac-
complishment of the public purpose3 of
the Act;

(b) Provisions setting forth the duties
and responsibilities of the developer with
respect to parts or portions of the project
which will not be carried out by the
developer;

(c) Provisions governing the security
to be provided to the United States;

(d) Provisions setting forth the rights
and remedies of the United States in the
event of default, including rights to see:
injunctive or other equitable relief;

(e) Special provisions as necessary to
assure compliance with equal opportu-
nity, labor standards, and other particu-
lar requirements;

(f) Duties of the developer to provide
information, data, and reports as re-
quired by the Secretary; to maintain
adequate books and records; and to per-
mit and provide as necessary for nspec-,
tions and on-site examinations by or on
behalf of the Secretary; and

(g) Such other provisions as the Sec-
retary may require as necezsary or ap-
propriate to assure adherence to the
project as approved, or the provisions of
the Act or of this part, or to protect the
Government against loss.

§ 710.21 Issuance of guaranteed oblga.
tions.

At the request of the developer pur-
suant to the project agreement and upon
satisfaction of the conditions specified In
such agreement, the Secretary will en-
dorse his guarantee upon obligations
duly issued by the developer pursuant
to a purchase or underwriting agree-
ment approved by the Secretary. The
guarantee fee specified in § 710.27 must
be paid at the time the guarantee i
made.
§ 710.22 Project execution and monitor.ing.

(a) Inspections and reports. To insuro
that the project is being executed in a
manner consistent with the objectives of
the Act and as provided in the project
agreement, the developer will be required
to submit periodic financial and other re-
ports on project execution. The Secretary
will also be afforded access to the projet
site at all reasonable times for purpoies
of Inspection.

(b) Use of proceeds of guarantccd
obligations-(1) Land valuation and cv',t
certification. Disbursement to the de-
veloper of proceeds from the sale of ob-
ligations guaranteed under the Act must
be supported by prior submission to the
Secretary of an independent valuation of
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land acquired or to be acquired by the
developer or certification of actual costs
of land acquisition or land development,
or a combination of such valuation and
certification. Any such valuation must
be prepared in accordance with the prin-
ciples set forth in § 710.11 to the satisfac-
tion of the Secretary. Any such certifica-
tion must be in the form satisfactory to
the Secretary and must be accompanied
by such documentation as he may deem
necessary to assure that such costs (I)
have in fact been incurred by the de-
velbper for the project and (ii) are
eligible for financing under the Act. If it
is expected that guaranteed obligations
will be issued and sold in anticipation of
land acquisition or of costs for land de-
velopment incurred in the future, ap-
propriate provisions must be made for
escrow or trusteeship of the proceeds of
sale to the extent and so long as disburse-
ment of such proceeds is unsupported by
valuation of land actually acquired or
certification of actual costs incurred.

(2) Loan disbursements. Funds to be
derived from obligations which the Sec-
retary has guaranteed or agreed to guar-
antee shall be disbursed or made
available to the developer in accordance
with limitations as to disbursements ap-
proved by the Secretary. Such limita-
tions shall be based upon project needs,
the progress of work completed as against
work planned, the maintenance by the
developer of required equity and working

-capital, the possibility of overruns or
unanticipated costs, the extent to which
allowable land values exceed land costs,
and such other matters as the Secretary
may deem relevant. Amounts properly al-
lowable and credited, but withheld pur-
suant to-such limitations and not other-
wise paid to the developer for approved
purposes, will be made available upon
conclusion of the project, or the stage
of a project to which such amounts re-
late, or are apportioned, as the Secretary
may determine.

(c) Records. The developer must
maintain, to the satisfaction of the Sec-
retary, records of all costs incurred for
the project and must require- his con-
tractors and subcontractors to maintain
similar records. Upon request, all such
records 'and all agreements relevant
thereto shall be made available at all
reasonable times for examination by the
Secretary. Insofar as such records and
agreements relate to any grants or guar-
antees made pursuant to this part, the
financial transactions of recipients of
Federal grants or of developers whose ob-
ligations are guaranteed by the United
States, pursuant to this title, may be
audited by the General Accounting Of-
fice under such rules and regulations as
may be prescribed by the Comptroller
General of the United States. The repre-
sentatives of the General Accounting Of-
fice shall have access to all books, ac-
counts, records, files, and all other
papers, things, or property belonging to
or in use by such developers or recipients
of grants pertaining to such financial
transactions and necessary to facilitate
the audit.
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(d) Amendments. As a result of
changes in market demand, employment
patterns, costs and revenues or other
factors or conditions, It may become
desirable to make certain amendments
to the plans initially approved by the
Secretary. All proposals for amend-
ments by the developer must be sub-
mitted to the Secretary for approval, to-
gether with full Justification therefor.
Such approval will be based upon the
same criteria, and will take account of
the same purposes, as are set forth in
this part for consideration of the Initial
application. The Secretary may recom-
mend, or require, subject to conditions
set forth in the project agreement.
amendments to an approved plan when,
in his opinion, such amendments are
,necessary or desirable to Insure the fl-
nanclal stability of the project or to pre-
vent situations which would impair the
value of the project or Its ability to carry
out the purposes of the Act.

Subpart F-Fee and Charge Schedule

§ 710.24 Application charge.
An application charge of $5,000, non-

refundable, shall accompany the
application.
§ 710.25 Commitment charge.

A commitment charge equal to 0.5 per-
cent of the principal amount of the com-
mitment up to $30 million, and. in addi-
tion, 0.1 percent of the principal amount
above $30 million, shall be paid upon
acceptance of an offer of commitment
or at the time a guarantee is made,
whichever occurs first.

§ 710.26 Reopening charges.
A reopening request pursuant to

§ 710.19(c) shall be accompanied by a
charge of 0.05 percent of the expired
offer of commitment. An offer of commit-
ment which has expired because of the
failure to pay the commitment charge
may be reopened and accepted only upon
payment of the commitment charae and
the reopening charge.
§ 710.27 Guarantee fee.

A guarantee fee equal to 3 percent of
the principal amount of obligations
guaranteed by the Government shall be
paid at the time of the issuance of such
obligations.
§ 710.28 Annual fee.

An annual fee equal to 0.5 percent of
the average principal amount of guaran-
teed obligations outstanding during the
preceding year shall be paid on the first
anniversary date of the initial guarantee
and on each following anniversary date
of the guarantee, until the seventh such
date; and, thereafter, an annual fee of 1
percent of the average principal amount
of guaranteed obligations outstanding
during the preceding year shall be paid
on each subsequent annivemary date of
the initial guarantee until the total ob-
ligation is paid in full.
§ 710.29 Transfer charge.

Upon application for approval of a case
involving the substitution of developers,

24739

a transfer charge of 0.05 percent of the
unused portion of the commitment shall
be paid.

Chapter Vill--Office of Assistant Sec-
retary for Research and Technology
[Reserved]

Chapter IX--Office of Interstate Land
Sales Registration

Plrt
1700 Introduction.
1710 Land registration.

PART 1700--INTRODUCTION

Subpart A-Aunhority and Organizatioa

Scope of authority and purpose.
Authority of Seretary.
DelcZatton of authority.
Establ ishment of ofice.
Administrator.
Principal divisions.
Public Information.

sec.
1700.1

1"700.10

1700.20
170025
170020

Subpart -- D:I jgctons of Basic Authority and
Funcions

1700.73 Administrator of the Office of In-
terstate Land Sales Reglstration
and Deputy.

1700.0 DIrector of the Emmination Divi-
sion, O ic of Interstate Land
Sales Registration and Deputy.

1700.85 Direc2tr of the Administrative Pro-
ceeding Dlvision, Office of Inter-
state Land Salc Registration and
Deputy.

170040 Acting Administrator.

Au-uoanr: The provlsions of this Part;
1700 Lsued under sec. 1419, 82 Stat. 593;
15 U.S.C. 1718.

Subpart A-Authority and
Organization

§ 1700.1 Scope of authority ard pur-
page.

A land developer is required by the In-
terstate Land Sales Full Disclosure Act,
Title XIV of Public Law 90-448, 82 Stat.
590, 15 U.S.C. 1101, enacted on August 1,
19G8 (hereafter in this part referred to
as the Act) to make full disclosure in the
sale or lease of certain undeveloped, sub-
dhided land. The Act makes it unlawful
(except with respect to certain exempted
transactions) for any developer to sell or
lease, by use of the mail or by any means
in interstate commerce, any suchland of-
fere-d as part of a common promotional
plan unless the land is registered with the
Secretary of Housing and Urban Devel-
opment and a printed property report is
furnished to the purchaser or lessee in
advance of the signing of an agreement
for sale or lease.
§ 1700.5 Authority of Secretary.

Section 1416(a) of the Act vests aut-
thority and responsibility for its admin-
Istratlon in the Secretary of Housing and
Urban Development (hereafter in this
part referred to as the Secretary), and
autha -ies the Secretary to delegate any
of his functions,, duties and paeers
thereunder to employees of the Depart-
ment of Housing and Urban
Development.
§ 1700.10 Delegationofauthority

(a) The Secretary has delegated to the
Asistant Secretary for Housing Produc-

FEDERAL REGISTER, VOL 36, NO. 246-WEDNESDAY, DECEMBER 22, 1971



24740

tion and Mortgage Credit and Federal
Housing Commissioner (hereafter in this
part referred to as the Assistant Secre-
tary) all of the authority to exercise the
power and authority vested in him under
the Act With the exception of the follow-
ing matters which the Secretary has re-
tained and not redelegated:

(1) The authority to conduct hearings
in accordance with 5 U.S.C. 556.

(2) The authority to issue orders or
determinations after such hearings.

(3) The authority to sue and be sued.
(b) The Secretary has further author-

Ized the Assistant Secretary to redelegate
any of the delegated authority to em-
ployees of the Department.
§ 1700.15 Establishment of office.

The Assistant Secretary has estab-
lished, as an organizational unit of the
Department of Housing and Urban De-
velopment, the Office of Interstate Land
Sales Registration to administer the Act.

a 1700.20 Administrator.
The Office of Interstate Land Sales

Registration Is headed by an Adminis-
trator deignated by the Assistant
Secretary.
§ 1700.25 Principal divisions.

The following Divisions have been
established within the Office of Inter-
state Land Sales Registration:

(a) Examination Division.
(b) Administrative Proceedings Divi-

sion.
§ 1700.30 Public information.

(a) In general. The identifiable rec-
ords of the Office of Interstate, Land
Sales Registration are subject to the
provisions of 5 U.S.C. 552, as Imple-
mented by Part 15-Public Information,
Subtitle A, of this title.

(b) Availability of information and
records. Information concerning land
sales registrations and copies of state-
ments of record may be obtained from
the following address: I
Office of Interstate Land Sales Registration,

Department of Housing and Urban Devel-
opment, 451 Seventh Street SW., Wash-
ington, D.C. 20411.

In addition, statements of record may
be reviewed at such address on any busi-
ness day from 8:45 am. to 5:15 p.m.

(c) Nonapplicability of exemptions
authorized by 5 U.S.C. 552. Section
1405(d) of the Act specifically provides
that information contained In or filed
with any statement of record shall be
made available to the public. The ex-
emptions from public disclosure author:
ized by 5 U.S.C. 552, as set forth in
§ 15.21 of this- title, are not applicable
to information contained in or filed with
a statement of record.

(d) Duplication fee-property report.
Notwithstanding the provisions of § 15.14
,Schedule of Fees of this title, copies of
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a Property Report on file with the Office
of Interstate Land Sales Registration will
be provided upon request for a fixed fee
of $2.50 per copy regardless of the num-
ber of pages duplicated.

Subpart B-Delegations of Basic
Authority and Functions

§ 1700.75 Administrator of the Office
of Interstate.Land Sales Registration
and Deputy.

To the position of Administrator of the
Office of Interstate Land Sales Registra-
tion and under his supervision to the
position of Deputy Administrator, there
are delegated and assigned the follow-
ing authorities and responsibilities.

(a) To exercise all powers vested In
the Secretary of Housing and Urban De-
velopment by the Interstate Land Sales
Full Disclosure Act and delegated to the
Assistant Secretary for Housing Produc-
tion and Mortgage Credit and Federal
Housing Commissioner, except the power
of the Assistant Secretary to Issue regu-
lations under the act.

(b) To direct the operations of the
Examination Division and the Adminis-
trative Proceedings Division.

(c) To accept and utilize on a reim-
bursable basis administrative, fiscal,
technical, and other services of the Fed-
eral Housing Administration and of the
Office of General Counsel, HUD, and the
Inspection Division, HUD, as may be
necessary to carry out the purposes of
the Interstate Land Sales Full Disclosure
Act.
§ 1700.80 Director of the Examination

Division, Office of Interstate Land
Sales Registration and Deputy.

To the position of Director of the
Examination Division, Office of Inter-
state Land Sales Registration, and under
his supervision to the position of Deputy
Director there are delegated and
assigned the following authorities and
responsibilities:

(a) To receive and examine all state-
ments of record and property reports
filed under the provisions of the Inter-
state Land Sales Full Disclosure Act and
.all amendments and corrections to such
statements.

(b) To determine the adequacy of dis-
closure of statements of record and prop-
erty reports and amendments thereto
and to effect corrections, additions, and
deletions in such statements and reports
deemed necessary to achieve the pur-
poses of the Interstate Land Sales Full
Disclosure Act.

(c) To find effective or to recommend
to the Administrator that he declare not
effective statements of record filed under
the Interstate Land Sales Full Dis-
closure Act and to prepare and present
evidence in connection with hearings
arid other administrative lroceedings
relative to statements of record declared
not effective.

1700.85 Director of the Administra.
tive Proceedings Division, Office of
Interstate Land Sales Registration
and Deputy.

To the position of Director of the Ad-
ministrative Proceedings Division, Office

of Interstate Land Sales Registration,
and under his supervision to the position
of Deputy Director, there are delegated
and assigned the following authorities
and responsibilities:

(a) To receive, examine, and make
determinations with respect to com-
plaints arising from the alleged failure
of a developer subject to the Interstate
Land Sales Full Disclosure Act to comply
with the requirements of such Act and
regulations Issued thereunder and to
negotiate resolution of such complaints
and compliance by such developers.

(b) To recommend action by the Ad-
ministrator to achieve compliance by de-
velopers deemed subject to the Act who
have not complied with any or all of the
requirements of the Act and regulatlons
issued thereunder.

(c) To conduct, on his own Initiativo
or in response to information received,
reviews to determine the existence of
such noncompliance and secure compli-
ance with the requirements of the Inter-
state Land Sales Full Disclosure Act and
regulations thereunder.

(d) To recommend suspension by the
Administrator of statements of record on
a determination of noncompliance with
the requirements of the Interstate Land
Sales Full Disclosure Act and regulations
thereunder.

(e) To recommend action to secure
permanent or temporary injunction or
restraining orders to prevent acts or
practices in violation of the provisolons
of the Interstate Land Salec Full Dis-
closure Act and regulations thereunder
and to require compliance therewith.

(f) To prepare and present evidence
in connection with hearings or other ad-
minlstrative proceedings or injunctions
or restraining orders in connection with
suspensions of statements of record or
other action in connection with non-
compliance under the Interstate Land
Sales Full Disclosure Act and regulations
thereunder.
§ 1700.90 Acting Administrator.

The Deputy Administrator, the Direc-
tor of the Examination Division, and the
Director of the Administrative Proceed-
ings Division, in the order named, are
designated by the Administrator to act
in his place and stead In the event of hiM
absence or inability to act, having the
title of "Acting Administrator" with the
powers, duties and rights delegated to
the Administrator in § 1700.75.

PART 1710-LAND REGISTRATION

Subpart A-Gonoral Roquh'omonts
Sec.
1710.1 Deflnatlon.
1710.5 General applicability.
1710.10 Exemption.
1710.15 Exemption advicory opinions.
1710.20 Statement of record and property

report.
1710.25 State fllings,.
1710.30 Amendments.
1710.35 Payment of fcei.
1710.40 Early effective date for Dalc In

progress.
1710.45 Suspensions.
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Sec.
1710.101

1'710.102

1710.105

1710.110

1710.115
1710.120
1710.125

Subpart 1-Reporting Requirements

Claim of exemption-form of af-
firmation.

Statement of Reservations, Be-
strictions, Taxes, and Assess-
ments-format and Instructions.

Statement of record-format and
Instructions.

Property report and lease ad-
dendum.

State property report disclaimer.
Statement of record-State iling.
Partial statement of record-re-

quest for exemption.

An;THon=: The provisions of this Part
1710 issued under sec. 1419, 82 Stat. 598; 15
U.S.C. 1718.

Subpart A-General Requirements

§ 1710.1 Definitions.

As used in this chapter, the following
terms shall have the meaning indicated:

(a) "Act" means the Interstate Land
Sales Fall Disclosure Act, Title XIV of
Public Law 90-448, 82 Stat. 590, enacted
onAugust ,1968..

(b) "Blanket encumbrance" means a
trust deed, mortgage, judgment, or any
other lien or encumbrance, including an
option or contract to sell or a trust
agreement, affecting a subdivision or af-
fedting more than one lot offered within
a subdivision, except that such term shall
not include any lien or other encum-
brance arising as the result of the im-
position of any tax assessment by any
public authortit.

(c) "Developer" means any person
who, directly or indirectly, sells or leases,
or offers to sell or lease, or advertises
for sale or lease any lots in a subdivision.

(d) "Interstate commerce" means
trade or commerce among the several
states.

(e) "Offer" means any inducement,
solicitation, or attempt to encourage a
person to acquire a lot in a subdivision.

(f) "Person" means an individual, or
an unincorporated organization, partner-
ship, association, corporation, trust, or
estate.

(g) "Purchaser" means an actual or
prospective purchaser or lessee of a lot
in a subdivision.

(h) "Rules and regulations" refer to
all rules and regulations adopted pur-
suant to the Act, including the general
requirements and the report require-
ments published in this part.

(i) "Secretary" means the Secretary
of Housing and Urban Development or
his duly authorized representatives.

(J) "State" includes the several States,
the District of Columbia, the Common-
wealth of Puerto Rico, and the territories
and possessions of the United States.

(k) "Subdivision" means any land
which is divided or proposed to be divided
into 50 or more lots, whether contiguous
or not, for the purpose of sale or lease
as part of a common promotional plan
and where subdivided land is offered for
sale or lease by a single developer or a
group of developers acting in concert,
and such land is contiguous or is known,
designated, or advertised as a common
unit or by a common name, such land
shall be presumed, without regard to the
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number of lots edvered by each individual
offering as being offered for sale or lease
as part of a common promotional plan.

(1) "Unimproved land" means a lot or
lots which are located in a subdivision
and upon which there are no residential,
commercial or industrial buildings.
§ 1710.5 General applicability.

Except In the case of an exempt trans-
action as provided in § 1710.10, a de-
veloper may not sell or lease unimproved
land in a subdivision, making use of any
means or instruments of transportation
or communication in interstate com-
merce or of the malls, unless a statement
of record is in effect in accordance with
the provisions of this part; and the de-
veloper furnishes each purchaser with
a printed property report, meeting the
requirements of the provisions of this
part, in advance of the signing of any
contract or agreement for sale or lease
by the purchaser. As used in this part,
"unimproved land" shall include lots
located in a foreign country If the offer
to sell or lease the lots is made from
within a State, making use of any means
or Instruments of transportation or com-
munication in interstate commerce or of
the mails.
§ 1710.10 Exemption.

Unless a method of sale, lease or other
disposition of land or an interest in land
is adopted for the purpose of evasion of
the Act, the rules and regulations in this
part shall not apply to the following
transactions.

(a) The sale or lease of real estate not
pursuant to a common promotional plan
to offer to sell 50 or more lots In a sub-
division.

(b) The sale or lease of lots In a sub-
division all of which are 5 acres or more
in size.

(c) The sale or lease of any lots on
which there Is a residential, commercial,
or industrial building, or to the sale or
lease of land under a contract obligating
the seller to erect such a building there-
on within a period of 2 years.

(d) The sale or lease of real estate
under or pursuant to court order.

(e) The sale of evidences of indebted-
ness secured by a mortgage or deed of
trust on real estate.

(f) The sale of securities Issued by a
real estate investment trust.

(g) The sale or lease of real estate by
any government or government agency.

(h) The sale or lease of cemetery lots.
(I) The sale or lease of lots to any per-

son who acquires such lots for the pur-
pose of engaging in the business of con-
structing residential, commercial, or in-
dustrial buildings or for the purpose of
resale or lease of such lots to persons
engaged in such business.

(J) The sale or lease of real estate
which, at the time of sale or lease, is free
and clear of all liens, encumbrances
and adverse claims. For the purpose of
exemption under this paragraph the
definitions of terms In subparagraphs
(1) and (2) of this paragraph shall be
applicable and the conditions of sub-
paragraphs (3), (4), (5), and (6) of this
paragraph shall be met.
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(1) The meaning of 'liens, encum-
brances and adverse claims" shall not
include:

(I) Property rezervations which land
developers commonly convey or dedicate
to local bodies or public utilities for the
purpose of bringing public services to the
land being developed.

(1i) Taxes and azess-ments Imposed
by a State, by any other public boly
having authority to a.sezs and tax prop-
erty or by a property owners' asscia-
Mon, which under applicable State or
local law constitute liens before thay are
due and payable.

(Ill) Beneficial property restriction3
which would be enforceable by other lot
owners or lessees in the subdivision.

(2) The time of sale or lease shall be
deemed to be the date the sales contract
or lease is slgned by the purchaser e.c-
cept that the time of sale shall be
deemed to be the effective date of the
conveyance if both of the following con-
ditions are met:

(1) The contract of sale requires de-
livery of a deed to the purchazer within
120 days following the sning of the
sales contract.

(i) Any earnest money deposit or
other payment on account of the pur-
chase price, made by the purchaser prior
to the effective date of the conveyance,
Is placed in an escrow account, fully pro-
tecting the interests of the purchaser, in
an institution or organization which has
trust powers or in an established bank,
title Insurance or abstract company, or
escrow company doing business in the
Jurisdiction In which the property is
located.

(3) Each and every purchaser or his
or her spouse has personally made an
on-the-lot inspection of the real estate
which he has purchased or leased prior
to the signing of a contract to purchase
or lese.

(4) The developer has filed with the
Secretary a claim of exemption n the
form of an affirmation set forth in
§ 1710.101.

(5) The developer has obtained the
Secretary's approval of a statement, pre-
pared In accordance with the instruc-
tions in § 1710.102, which shall be fur-
nrised to each purchaser prior to the
time of sale or lease, and the recaipt
thereot aclmowledged in writing prior to
the time of sale or lease by the purchaser.

(6) The developer shall file a copy of
each acknowledged statement, with the
Secretary within 31 days after the ex-
piration of the calendar year in which
the sale or le-n- is made. Such copies
shall be bound in alphabetical order and
indexed by purchaser surname. Each
bound volume shall contain only such
copies as are applicable to a single sub-
division and shall be identified on the
outer cover by the name and location of
the subdivision and the number assigned
by OILSM to such bubdivision. Upon de-
mand by the Secretary made at any time
during the calendar year, the developer
shall, without delay, file such copies of
such ackmowledged statements as shall
be requested by the Secretary.
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(k) The sale or lease of lots each of
which exceeds 10,000 square feet and
each of which will be sold for less than
$100, Including closing costs.

(1) The sale or lease of lots wherp
the offering is entirely or almost entirely
Intrastate.

(m) The lease of lots for a term not
to exceed 5 years, provided the terms of
the lease do not obligate the lessee to
renew.
§ 1710.15 Exemption advisory opinions.

A developer may obtain an advisory
opinion from the Secretary as to
whether an offer Is exempted from the
Act and the regulations in this part.
Such opinion may be obfained in either
of the following ways:

(a) By filing a statement of record as
provided In § 1710.20 and In the form
prescribed In § 1710.105, accompanied by
the filing fees required by § 1710.35 and
a statement of- facts and applicable law
under which the developer believes the
offer to be exempt. Unless the developer
receives an opinion that the offer is ex-
empted, the provisions of § 1710.20 shall
apply with respect to the effective date
of-the statement of record.

(b) By filing a partial statement of
record In the 'form prescribed In
§ 1710.125, accompanied by the filing fee
required by § 1710.35(g) and a state-
ment of facts and applicable law under
which the developer believes the offer to
be exempt.
§ 1710.20 Statement of record and prop-

erty report.
(a) Except as otherwise provided In

this section, the statement cof record
shall be in the form set forth in § 1710.105
and shall meet each of the following
requirements:

(1) Include a property report in the
form set forth in § 1710.110.

(2) Be supported by complete infor-
mation and supporting documentation
as indicated In the prescribed form.

(3) Be filed In duplicate with the Sec-
retary by personal delivery or by certified
mail, return receipt requested, addressed
to the Ofice of Interstate Land Sales
Registration, Department of Housing and
Urban Development, 'Washington, D.C.
20411.

(b) The form of the statement of rec-
ord and property report may be as re-
quired by State authorities if filed In
accordance with the provisions of
§ 1710.25 and If the property report or
similar instrument approved by the State
is accompanied by a statement in the
form set forth In § 1710.115. This state-
ment shall be delivered to the purchaser
simultaneously with the State property
report.

(a) If an offering relates to lots which
will be offered pursuant to the same
common promotional plan as lots pre-
viously offered and covered by an effec-
tive statement of record, a developer shall
file a new statement of record covering
the additional lots. The developer may
consolidate the new statement of record
with the prior statement by incorporat-

ing by reference the information In the
prior statement. The developer shall in-
clude In the consolidated statement of
record any material changes which have
occurred since the original filing and the
consolidated statement of record must
conform to all pertinent rules and reg-
ulations applicable to an original state-
ment of record. Such consolidated state-
ment of record shall be treated as a new
statement of record for the purpose of
determining the date of filing and the
effective date thereof.

(d) The date of fling of a statement
of record is the date the statement, ac-
companied by the required fee, is received
by the Secretary.

(e) Except as provided in §§ 1710.40
and 1710.25 and unless the effective date
is suspended by the Secretary In accord-
ance with the provisions of § 1710.45, the
effective date of the statement of record
shall be the thirtieth day after the date
of filing or such earlier date as the Sec-
retary may determine.
§ 1710.25 State filings.

Except as provided In paragraph (c)
of this section, if a developer complies
with the requirements of § 1710.115 with
respect to the property report and the
requirements df § 1710.120 with respect
to the statement of record, a copy of
material filed with State authorities and
allowed to become effective by such au-
thorities shall be an effective statement
of record, an amendment thereto, or an
effective consolidation of a subsequent
statement of record into an earlier state-
ment of record, as of the datd of filing
such copy together with the required fee
with the secretary, as follows:

(a) With respect to a subdivision
located in California, Florida, New York,
or Hawaii, where the material Is filed In
full compliance with the laws and re-
quirements of the authorities of such
State, with the exception that material
filed with the State of Hawaii will not
be acceptable If it was filed with that
State prior to the enactment of Act 223,
Session Laws of Hawaii 1967, and ma-
terial filed with the State of Florida will
not be acceptable if It was filed with that
State prior to the enactment of section
478, Florida statutes, effective August 1,
1967.

(b) With respect to a subdivision
located outside of California, Florida,
New York, or Hawaii and covered by ma-
terial filed with any such State, if all
lots and tracts in such subdivision have
been made the subject of the State filing
and if there has been full compliance
with the laws and requirements of the
authorities .in such State, with the ex-
ception that material filed with the State
of Hawaii will not be acceptable if It
was filed with that State prior to the
enactment of Act 223, Session Laws of
Hawaii 1967 and material filed with the
State of Florida will not be acceptable
If it was filed with that State prior to
the enactment of section 478, Florida
atatutes, effective August 1, 1967.

(c) A statement of record or similar
instrument filed In a State which Is not

named in paragraph (a) or (b) of this
section and which has been allowed to
become effective as a filing by the au-
thorities In a State named In paragraph
(a) or (b) of this section may not bo
filed with the Secretary for the purpose
of complying with this section.
§ 1710.30 Amendments.

(a) An amendment to a statement of
record shall be filed If any change oc-
curs affecting any material fact required
to be contained In a statement of record
filed with the Secretary except that ad-
ditional lands offered for disposition pur-
suant to the same common promotional
plan shall not be incorporated Into an
effective statement of record by amend-
ment. A statement of record for such an
offering may be consolidated with an ef-
fective statement of record as provided
In § 1710.20.

(b) If an amendment to a statement
of record is filed prior to the effective
date of the statement, the statement
shall be deemed to have been filed when
such amendment was filed unless such
amendment s filed with the consent of
or pursuant to an order of the Secretary.

(c) If an amendment to the statement
of record is filed prior to the effcctivo
date of the statement and with the c6n-
sent of or pursuant to an order of the
Secretary, such amendment shall be
treated as being filed as of the date of
filing of the statement of record, Any
such amendment shall be deemed to have
been filed pursuant to the Secretary's
consent or order only when the Secre-
tary so advises.

(d) Any amendment to a statement of
record shall be accompanied by a letter
fully explaining its purpose. The letter
shall Identify the statement of record by
OILSR filing number and shall inOlude
any and all changes to the original state-
ment. Each change set forth In the let-
ter shall be prefaced by an Identifica-
tion of the part or subpart of the state-
ment of record to which the change
relates. If the amendment requires a
change In the property report, the devel-
oper shall also Include a revised property
report.

(e) The date of filing an amendment
shall be the date the amendment is re-
ceived by the Secretary.

(f) Except as provided in paragraph
(c) of this section, and 9§ 1710.25 and
1710.40, and unless the effective date Is
suspended by the Secretary in accord-
ance with the provisions of § 1710.45, the
effective date of the amendment shall bo
the 30th day after the date of filing or
such earlier date as the Secretary may
determine.
§ 1710.35 Payment of fees.

(a) Except as provided in paragraphs
(b) and (c) of this section, a filing fee,
not to exceed $1,000, shall be paid with
the filing of a statement of record and
shall be computed as follows:

(1) A basic fee in the amount of $20,
plus

(2) An additional fee of $50 for caeh
50 lots or fraction thereof included In
the offering.
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(b) A filing fee, not to exceed $1,000,
shall be paid with the fin of a state-
ment of record consolidating additional
lots with a prior statement of record
filed on lots In a subdivision and shall be
computed as follows:

(1) A basic fee in the amount of $200,
plus

(2) An additional fee of $50 for each
50 lots or fraction thereof included in
the offering.
(c) If a developer files pursuant to

§ 1710-25, a-1lng fee, not to exceed $1,000,
shall be paid with the filing and shall be
computed as follows:

(1) In the case of an initial fling:
(D A basic fee in the amount of $200,

plus
(ii) An additional fee of $25 for each

50 lots or fraction thereof included in the
offering.

(2) In the case of a State filing pursu-
ant to § 1710.25 which involves a state-
ment of record consolidating additional
lots with a prior statement of record
filed in a State:

(i) A basic fee in the amount of $100,
plus

(Ii) An additional fee of $25 for each
50 lots or fraction thereof included in
the offering.

(3) If a State will not permit a de-
veloper to consolidate a filing on addi-
tional lots into a previous statement of
record filed in the State, the filing shall
be treated as an initial filing and the
filing fee shall be paid and computed
in accordance with subparagraph (1)
of this paragraph.

(d) No fee shall be required in con-
nection with the filing of an amendment
to a statement of retord.

(e) Fees shall be paid by certified or
cashier's check or postal money order
made payable to the Treasury of the
United States.

(fW If the developer files pursuant to
§ 1710.105 and includes a request for. an
exemption advisory opinion pursuant to
§ 1710.15 (a) and the Secretary advises
that the offering is exempt, the filing fee
submitted by the developer except for an
amount of $100 shall be refunded.

(g) If a developer fies a partial state-
ment of record-request for exemption
-pursuant to §§ 1710.15(b) and 1710.125,
a filing fee, in the amount of $100, shall
be paid with the filing. If the Secretary
advises that the filing is not exempt,
this fee shall apply as a credit toward
the payment of the fee required for
filing a complete statement of record.

§ 1710.40 Early effective date for sales
in progress.

(a) A developer, who s or will be
selling lots in a subdivision which has
been subdivided or whlch has been plat-
ted of record and who is or will be
engaged in an active sales program prior
to May 28, 1969, may file a statement of
record prior to that date. Such state-
ment of record shall become effective on
April 28, 1969, or on the date of Its
filing with the Secretary, whichever is
the later, if the developer has complied
with the requirements of paragraph (b)
of this section. In no event may a de-

veloper subsequent to April 23, 1969,
and prior to May 28, 1969, continue or
begin a sales program until a statement
of record has been filed with the Sec-
retary.

(b) To qualify for an early effective
date in accordance with the provisions
of this section, the developer shall sub-
mit with the statement of record a letter
stating that he is or will be selling lots
in a subdivision which has been subdi-
vided or which has been platted of rec-
ord and that he is or will be engaged In
an active sales program prior to =ay 28,
1969.

(c) Qualification for an early effec-
tive date hereunder shall not preclude
the Secretary from making a review of
the statement of record subsequent to
the effective date thereof to determine
its completeness and accuracy nor does
the acceptance of such statement of
record constitute a waiver of the right
of the Secretary to make such review
and to require such additional Informa-
tion as may be necessary to bring the
statement or record into conformity
with the Act and these rules and
regulations.
§ 1710.45 Suspensions.

(a) Suspension notice--prior to effec-
tive date. (1) A suspension notice with
respect to a statement of record or an
amendment may be issued to a developer
within 30 days after receipt by the Sec-
retary if any of the following occurs:

(I) Prior to Its effective date, the Sec-
retary has reasonable grounds to be-
lieve that a statement of record Is on its
face incomplete or inaccurate in any
materlal respect.

(li) Prior to Its effective date, the Sec-
retary has reasonable grounds to be-
lieve that an amendment is on Its face
incomplete or inaccurate In any material
respect.

(2) Suspension notices Issued pursu-
ant- to this section shall suspend the
effective date of the statement or the
amendment until 30 days, or such earlier
date as the Secretary may determine,
after the developer files such additional
information as the Secretary shall
require.

(3) A developer, upon recelpt of a
suspension notice may request a hear-
ing, and such hearing shall be held
within 20 days of receipt of such rcqtkst
by the Secretary.

(b) Notice of proceeding; s=spension
orders-subsequent to effective data. (1)
A notice of proceedings to suspend an ef-
fective statement of record may be Is-
sued to a developer If any of the follow-
Ing occurs:

(i) The Secretary has rea.zeonable
grounds to believe that an effective state-
ment of record includes an untrue state-
ment of a material fact, or omits a ma-
terial fact "requlred by the Act or the
rules and regulations, or omits a mate-
rial fact which Is neceszary to make the
statements therein not misleading.

(i) The Secretary undertakes an ex-
amination of a developer or his records
to determine whether a suspenrlon order
should be Issued and the developer fails

to cooperate with the Secretary, or ob-
structs, or refuses to permit the Scare-
tary to make such examirnation.

(1i) Upon receipt of an amendment to
an effective statement of record, the Sec-
rotary has reasonable grounds to be-
lieve that in the public interest or for
the protection of purchasers, the state-
ment of record should be suspended.

(2) The Secretary may. after notice,
and after opportunity for a hearing, Is-
sue an order suspending the statement
of record.

(3) In the event that a suspension or-
der is ssued, such order shall remain in
effect until the developer has amended
the statement of record or otherwise
complied with the requirements of the
order. When the developer has complied
with the requirements of the order, the
Secretary shall so declare and thereupon
the suspension order shall cease to be
effective.
Subpart B-Reporting Requirements

§ 1710.101 Claim of exemption--form
of aflrmation.

A claim of exemption pursuant to
§ 1710.10() shall be made to the Office
of Interstate Land Sales Registration,
Department of Housing and Urban De-
velopment, and shall be supported by an
affirmation as follo-:

CLAnr 0? EEM~nrzz:
I hereby affirm on thi . day of

__ . 19... a followa:
(1) I am the developer, or the duly anu-

thorized agent of the developer. of the sub-
division Imown as
located at in the
State of ...... , County of

(2) Ench and every purchaer or I -zse of
a lot to be covered by this exemption, or his
or her -pouse, will have mada a personal
on-the-lot Inpection of the real estate which
ho purchacs or lea= prior to the time of
sale or leaso of the lot and will have acm a--l-
cdged In writing, prior to such time of sale
or le-s, r.c.lpt of a statemant furnishcd by
the developer totting forth all reservations.
taxe, a=esment and restrictions applicable
to the lot to be purcha=zd or leased, whether
or not such z==rvations. taxes, az snts
and restrictiona are Included wlthin the
term "liens. encumbrances and adverse
claims" r used In psr-srph (8) below.

(3) This nflrmtion is accompanied by a
Statement of '.ervatlon, RestriCtionZ,
Taxes and As.szessnts prpared in rcce-d-
onco with the proavIon of 24 CIM 1710.102
and that the SEcretary's approval of such
statement win b obtained prior to the di-
tribution and uso of such statement.

(4) The Statement of Res.-vations, Re-
trjction,. Taxes. and A=en-=ts is cS m-

plete and correct.
(5) A copy of such statement will be fur-

nishLd to each purdhn--=r or lc=se prior to
dgning the contrsct.

(0) The recipt, of such statemnt will be
aclowiedg_d Ine .tzn, in duplicate, the
purchoser or lessee prior to the tim of the
signing of the contmact.

.(7) A copy of the ra-nel-dZ:d statmnt
willb! filedvdith the Secr-tary withil3l days
after the ecpiration of the calender year in
which the Cale or lease is made. Upon dennd
by the Secrctary nado at any time during
the calendar year. the developer ohal file
such copies of such aclnowlcdd statemeuts
as shall be pc icd by the Secretary.
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(8) At the time of sale or lease, the lot
will be free and clear of all liens, encum-
brances, and adverse claims. The term "liens,
encumbrances and adverse claims" (as used
in this paragraph (8)) Is not intended to
include property reservations which land de-
velopers commonly convey or dedicate to
local bodies or public utilities for the pur-
pose of bringing public services to the land
being developed, nor to taxes and assessments
imposed by a State, by any other public body
having authority to assess and tax property
or by a property owners' association, which,
under applicable State or local law, consti-
tute liens on the property before they are
due and payable, nor to beneficial property
restrictions which would be enforceable by
other lot owners or lessees in the subdivision.

(9) For the purpose of this claim of exemp-
tion, the undersigned agrees that the "time
of sale or lease" shall be deemed to be the
date the sales contract or lease Is signed by
the purchaser or lessee except that the "time
of sale" shall be deemed to be the effective
date of the conveyance or lease If both of
the following requirements are met: -

(a) The contract of sale requires delivery
of a deed to the purchaser within 120 days
following the signing of the sales contract.

(b) Any earnest money deposit or other
payment on account of the purchase price
made by the purchaser prior to the effective
date of the conveyance will be placed in an
escrow account, fully protecting the Inter-
ests of the purchaser, in an Institution or or-
ganization which has trust powers, or in an
established bank, title insurance or abstract
company, or escrow company doing business
In the Jurisdiction in which the property is
located.

(Title)

(If the affirmation is made by an agent of
the developer of the subdivision, submit writ-
ten authorization to act as agent.)

§ 1710.102 Statement of Reservations,
Restrictions, Taxes, and Assess-
ments--for'nat and instructions.

A Statement of Reservations, Restric-
tions, Taxes, and Assessments shall be
prepared by the developer in accordance
with the following format and instruc-
tions:

STATEMENT OF RESERVATIONS, RESTRICTIONS,

TAXEs, AND ASSESSMENTS

Employer's IRS No.: -----
Developer: --------------
Owner: -----------------

Name of Developer: ------------------------
Address: .................................
Owner (if Developer Is other than owner):.

Address: .................

Name of Subdivision: .....................
Location : ---------------------------------
Number of lots in Subdivision: ............
Number of acres in Subdivision: ------------

. Reservations and restrictions.
(The developer shall set forth, in descrip-

tive and concise tei-ms, a complete statement
of all reservations and restrictions affecting
the property within the above-named sub-
division. Where reservations or restrictions
are not applicable to all lots within a sub-
division the statement shall identify the lots
affected. State whether such reservations and
restrictions are enforceable by other lot
owners or lessees of lots in the subdivision.)

2. Taxes.
(The developer shall set forth, in'descrip-

tive and concise terms, a complete statement
listing all taxes and liens presently due and
payable and those which constitute liens on
the property before they become due and
payable, together with the date such taxes

RULES AND REGULATIONS

will become due and payable. Itemize
taxes, amounts and rates by lots. Where
taxes, amounts or rates shown are not yet
available for the current calendar year, those
for the previous year should be shown with a
statement that they are not for the current
year and that the new taxes, amounts or
rates may vary; and, if property has been
rezoned or subdivided since the last taxing
period, the estimated amount of changes for
the current year should also be shown.
Where the previous year's taxes were based
other than on lots as presently subdivided,
estimates should be shown and so identified.)

3. Assessments.
(The developer shall set forth in descrip-

tive and concise terms a statement of all
assessments which are made or may be made
by state or local authorities or by a property
owners' association or similar organization.
The statement shall include any dues or fees
paid In the last year or payable to a property
owner's association. Itemize assessments,
dues, fees, amounts and rates. State the
authority under which the assessments, dues
and fees are imposed.)

WA-n=G: This subdivision is not registered
with the Office of Interstate Land Sales
Registration nor has that Office passed upon
the accuracy or adequacy of this statement,
nor does this statement serve as an endorse-
ment or recommendation by that Ofce of
the above offering.

The undersigned by his signature hereby
acknowledges that he has received a State-
ment of Reservations, Restrictions, Taxes,
and Assessments, on (identify subdivision
and location) from (name of developer) lo-
cated at (address) and that he has made a
personal on-the-lot inspection of (at the
time of delivery to the purchasei' or lessee
insert a legal description of the particular
lot) which is the lot upon which the under-
signed plans to execute a contract of sale
or lease.

(Date)

(Signature of purchaser
or lessee)

§ 1710.105 Statement of record-for-
mat and instructions.

The statement of record required by
§ 1710.20 shall be ptepared in accordance
witti the format and instructions as
follows:

Employer's IRS No.: ------
Developer:

Owner:
STATEMNIT Or RECORD

Name of subdivision:..................
Location:............................
Name of developer:....................
Developer's address: -----------------------
Authorized agent: ........................
Authorized agent's address: ----------------

PART I. ADLInISTRATIvE INFORMATION

A. Identification and filing information:
1 .................................

3. ---------------------------------
B. General information:

1 ....................................
2...................................

4 . .........................-- ----------3,.................................

5 ---------------------------------
6. Acres owned -----------------------

Acres under option or other similar
arrangement

T otal ----------------------------
C. Pilings with State authorities:
S1o ...................................

2 ....................................
D. Supporting documentation:

I1------------------------------
2.- - - - - -- - -- - - - -- - - -

PART II. DEVELOPERS AND HOanran O O jr -
sun INTrmSTs n; LAND

A. Holder of ownership Interest .........
Typo of legal entity .................
Extent and type of Interest ............

B. Holder of Interest in developer ........
Type of legal entity ................
Extent and typo of interest -------- _

0. Supporting documentation -------...

PART III. ID NTrrY or IuTEnrsT in MoaE TiAt
ONE: F=LNG

A. Subdivision --------------------------
Location ...........................
OILSR number .....................
Date of filing .......................

B. Suspensions ......................

PART IV. LEDAL Drscnw=ro , ToronAPnZ,
CLI ATE, SUDDIVISION MAP

A. Legal description ....................
B. Topography and physical haracternl-

tics:

...........-..................

3.--------------------- ------------
4.---------------------------------
6 -.------- ------------------------
'7.--------------------- ------------

C. Climate and temperature:

D. Environmental factors:
1,....... ..........................

E. Subdivision map:
I .....................-...........
2 .........-.........................

3o.......... .......................45---------------------------------
6................................

r'. Supporting documentation:

PART V. CONDITION Or TITLE, NC0UMIMAICs,
DEED REnTflIcrIoNS, AND CoVlNANTO

D....... ...... ......................

PART VI. GENERAL TEamS AND CONDITIONS o
OFFER, PROPOSED RANGE O SELLING Palon
on RENTs

A. Summary of General Terms and Condi-
tions of Offer:

1............ ......................

B. Proposed range of roiling prices or
rents , - - -- - -
0. Supporting documentation:

1.........................---.......

3.............. ....................

PAnT VII. AccESS, NEAnny CoMWuNITES, niOAD
SYsTEM WITHI TI n SUBDIVISION

A. Access-Nearby communities:
1........................---.........

3. Name of community ................
Population ......................
Distance over paved roads..........
Distance over unpaved rasds .........
Total................--..........

B. Road system within the subdivision:

0. Supporting documentation:
1............................---
2....................................-
3............................-----

FEDERAL REGISTER, VOL. 36, NO. 246-VWEDNESDAY, DECEMBER 22, 1971



RULES AND rEGULATIONS

PART VM UTILIZn

A. 'Water:
1.

3 .------------ -

5.

8. Supporting documentation:
a.
b.
C. .. . . . . . . . . . . . . .

d.
B. Electricity:

1.
2.
3.

5.----- ------- - -

6. Supporting documentation:

b. - - - - - - - - - -

C.- --------- -------- -

C. Gas:

3.---- ----------
34 - - - - - -- - - - - - -

5.-----------
6. Supporting documentation:

b.
C.

D. Telephone:
1

6. Supporting documentation:

b.
C.

F. Sewage disposal:
1.-------------
2.'3.
4.
.- ----- - -- -----------------

6. .- ....------------------.-----
8.
78.----- --- -------- ---
9.------

10. Supporting documentation:

b.
F. Drainage and flood control:

In------------------------------
2.---------
3. - --- ---------------
4.-------------------------------
5. Supporting documentation:

b. - -- ----------b.
G. Television:

1. ----------- - -------- -2.

PART IX. RECnMTXONAL ANID COMMarON
lAcUares

PART M MUN=AL SRVICES

A. Fire protection:
1.................
2.-
3.

B. Pollee protection-
C. Garbage and trash collection:

1.
2.
3.

D. Public schools
1. Elementary school:

C.
2. Junior high school:

b ..----- 
b.-

d.- ---------- ------
3. High school:

a.-------------------------------
b.
c.-------------------

Z. Medical and dental facilities:
1. Hospital facilities:

C.--------------

0.-----------

2. Physicians and dentists:
a.
b.

P. Public transportation:

3.------- -------------

4.------------------
PA T XL TAxns AND AssrLMmn-Coxmox

PACLr=3

A.--------------- ----------
B.

PAcT XM OccuPANrcr STATUS

B.
C.

PART 3= SHOPZnO FAcusi

B........

PAcT =I. FIAZCIL STATZEm2IT

A.------------------- - ------
B.

PAnT XV. Arsra==oN
Ar-nMPATIO r

I hereby affirm that I am the developer
of the Iota herein dccribed or will be the
developer at the time lota are offered for
sale or lease to the public, or that I am the
agent authorized by such developer to com-
plete this statement (If agent, submit writ-
ten authorization to act as agent);

That the statements contained In this
statement of record and any supplement
thereto, together with any documents cub-
mitted herewith. are full, true, complete,
and correct;

That the fees accompanying this appll-
cation are In the amount required by the
rule3 and regulations of the OMce of In-
terstato Land Sales eGistration.

(Date) (Signature)

(Corporate real (Ti)
if applicable)

Wenmvo: Section 1418 of the Houting and

Urban Development Act of 190 (Tltlo XIV
of P. 90-443. a2 Stat. 590, enncted on
Aug. 1. 1968) provides: "Any pcrson who

willfully violates any of the provisions of
this title or of the rules and regulations or

any person who willfully, In a datcmnnt
of record filed under, or in a prop=ty rcport

Issued pursuant to. this title. males any

untrue statement of a material fact or omls
to state any material fact 0 chall upon

conviction be fined not more than C5 VO or

ImpriFoned not more than 5 years, or both."

These InztructIons must be followcd in
completing the statement of record. All
cpaces in the papcliled format must be coma-
pleted. The format must not be chared in
any respect, exccpt r follows:

a. Sp2ccs providel In the format may be
enlarged or extendc:d for the purpose of pro-
vlding a comprehensive explanation.

b. In addition to the information ex-
pre=ly required to be stated In the state-
ment of record, there chall be added such
further material Informatlon. If an y . as may
be nece.ary to make the required statements
in the light of the clrcumstances under which
they are mande, not mtio-sdlng.

c. If a filing is to be consolidated pursu-nt
t 1710.0(c), the prcsent filing may in-
corporato by reference any of the matedral In
the previous flltn,. ThsL shall be "accom-
plishcd by placing after the applicable Part
or Subpart In the format the OUSa number
of the previous filing and the appropriate
Part, Subpart or exhibIt and pago number.

To facilitate proper filing. rtatemonta of
record shall be flied on god quallty, un-
glaed, white paper, approximately 8% by 13
inches in i, wth a 2-Inch margin at the
top and a l j-inch margin on each side. They
rshall be In black Ink In tadard elite or p!ca
type. They may be printed, lithographed.
mimeo-raphed, or type,-itten; but the
standard size of elite or pla type must be
uced. Deed3, title policies, subdivision map3
or platz, and othcr supporting d uments
may be on diffarent cize paper but should be
folded to the 81- by 13-inch size. A copy of
the property report in the form that it Will
be given to the purchaer must be att-ched
to the statement of record.

Staftement of record shall be filed in
duplicate and at least one copy shall be
signel.

In the upper right hand corner, the de-
veloper shall give his lE1ployer's IRS number
cas well as that of the owner of the subdivi-
clon, If the developer is not the owner-. The
name at the heading of the statement of
record shall be the common promotional
name used for the subdivizion. The name and
addre:s of the authorized agent shall be the
name and address of the party designated by
the developer to receive correspQndence and
to receive rervica of procezs or notice of any
action t kon by OH.SR. In all filngs, Inclui-
Ing filings by foreign developers, the author-
ized agent shrl be a resident of the United
States.

The supporting deoumentz required by
the va iou parts of theso instructionz shall
b attached r exhibits at the back of the
rtatcment of record. Each exhibit shal be
identifled by alflXing a tab on the right side
of the cover sheet of the exhibit and by
identifying thereon the applicable Part and
Subpart by Romarn numeral. lettcr and Arabic
number. Tho pages of each exhibit shall be
numbered beinning w;Ith the number one
for the first Fag In each exhibit and num-
bering the remainng pa- In the exhiblt
sequentilly. If. at a latc time, additional
data 13 furnLhed to be Incorporated into, or
to amend. an exhibi the pag-s of the ad-
ditional data Liall ho numbered beginning
with the number following the last a e
number In the ehIt and folowing sequen-
ti-ly therefrom. If the Information in an
exhibit Is applicable to more tha one part,
the developor mry inc-porte that Infor-
mati by rofczenca to the appropri-t- ex-
hlblt and to the applicable page or pages
within that exhibit.

The developr chall marZ the property re-
p:rt filcd with the Omc3 of Interstate Land
SalC3 Registration Tith reference, to the
appropriato Informatien in the statement of
re-ord and in thie embiblz att-achc thereto.
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If a statement in the property report is sup-
ported by both an item In the statement of
record and In an exhibit, reference shall be
made to both sources. This shall be accom-
plished by placing the appropriate part and
subpart number or the appropriate exhibit
number and the page number In the right
margin immediately adjacent to the ap-
plicable statement in the property report.

If an Item in the statement of record is
supported by information in an exhibit, place
the appropriate exhibit and page number in
the right margin immediately adjacent to
the item. Whenever the statement of rec-
ord requires a summary or statement of
terms or items, such summary or statement
must be presented In a clear and concise
manner.

Where the documentation required by the
statement of record cannot be obtained, a
letter stating the reasons therefore must be
furnished by the developer, along with the
best alternative assurance available.

The following instructions correspond to
the Part and Subpart letters and numbers
set forth in the statement of record format.

PART I. ADmXnI5ThATrV INFORLSATxON

A. Identification and filing information.
1. State whether the filing Is an initial fil-

ing with the Office of Interstate Land Sales
Registration on the subdivision or an ad-
ditional offering of lots to be consolidated
with a statement of record previously-filed
for lots offered under the same common
promotional plan. If the filing is to be con-
solidated, identify the OILSE filing number
assigned to the original statement of record.

2. Do you intend to make subsequent fl-
ings for additional lots within the sub-
division?

3. Are you submitting documentation to
support a claim of exemption? If so, see in-
struction in D.1 of this part.

B. General information.
1. Name the State, Commonwealth, terri-

tory, or possession of the United States or
the country in which- the subdivision is
located.

2. Name the county or counties or other
political subdivision or subdivisions within
which the subdivision is located.

3. State the number of lots in this offering.
4. If more than one offering of lots in the

subdivision has been made or will be made,
state the number of lots to be offered in the
entire subdivision. See instruction D.2 of
this part.

5. State the number of acres Included in
this offering.

6. If more than one offering of lots In the
subdivision has been made or will be made,
state the number of acres owned, the num-
ber of acres under option or other similar
arrangement for acquisition of title to the
land and the total number of acres to be
offered pursuant to the same common pro-
motional plan.

C. Filings with State authorities.
1. If a statement of record or similar in-

strument for the subdivision has been filed
in any State or States, list the State or
States.

2. If any of the States listed in answer to
fig. 1 above has not permitted the fMling to
become effective or has suspended the filing,
give reasons cited by the State and also the
developer's reasons, if different from those
cited by the State.

D. Supporting documentation.
1. If you are requesting an Exemption Ad-

visory Opinion pursuant to section 1710.16
of these rules and regulations, your request
should be entitled "Request for Exemption!,
and include a statement of applicable facts
and law. The statement shall include all
information necessary for the consideration
of the merits of the proposed offering in re-
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lation to the Interstate Land Sales Full Dis-
closure Act. Except for requests for exemp-
tion made prior to April 28, 1969, relating
to sales programs that are In progress, the
offering must be prospective; and the Infor-

-mation submitted must affirmatively disclose
that both the offering and the operations
contemplated thereunder will not be In-
consistent with the provisions of the Inter-
state Land Sales Full Disclosure Act.

2. If the present offering is t subdivision
which Is or will be offered with one or more
additional subdivisions having recreational
and/or other common facilities, submit the
general or total plan. Include a map showing
the total land owned or under option or
other similar arrangement for acquisition of
title to the land; and delineate thereon the
land Included In this offering.

PART II. DEVELOPERS AND HOLDERS OF
OwNERSHIP INTEREsTS IN LAND

A. List the name and address and the type
and extent of interest of each holder of any
ownership interest in the land Included in
this offering. (Individual lot owners or
lessees who have purchased or leased lots
from the developer need not be listed.) If
the holder Is other than an individual, name
the type of legal entity and list the Interest
and the extent thereof, of each principal. For
the purposes hereof, "principal" shall mean
any person or entity having a 10 percent or
more financial Interest.

B. If the developer does not own an in-
terest in the land, list name and address of
each individual or entity having an ovner-
ship Interest in the developer. If the de-
veloper Is other than an individual, name the
type of legal entity and list the interest, and
the. extent thereof, of each principal. For
the purposes hereof, principal shall mean any
person or entity having a 10 percent or more
financial iterest,

C. If the developer Is a corporation, sub-
mit a copy of the Articles of Incorporation,
with all amendments thereto; and a list of
the officers and directors of the corporation.

If the developer is a trust, submit copies of
the instruments creating the trust.

If the developer is a partnership, unincor-
porated association, joint stock company, or
any other form of organization, submit copies
of articles of partnership or association and
all other documents relating to Its organi-
zation.

If the holder of any ownership interest in
the land being offered Is a person or entity
other than the developer, submit copies of the
above documents for such holder. (For pur-
poses of this Subpart C, it is not necessary to
include the sales agent If the sales agent is a
legal entity other than a holder of an owner-
ship interest In the land.)

PART III. IDENTrITr or INTEREST ne MonR TiHAN
ONE FILInG

A. Are any of the holders of an ownership
interest in the land or the developer, or any
principals in the holder or developer, directly
or indirectly involved In any other subdivi-
sion or development which has been filed
with the Office of Interstate Land Sales Regis-
tration? If so, identify by subdivision name,
location, OILSR number or numbers, and
date of filing. If not applicable, state "None."

B. Has a suspension order been issued
with respect to any statement of record iden-
tified in Subpart A? If so, give reasons. (Do
not include the suspension of a statement of
record prior to its effective date or the sus-
pension of an amendment prior to its effec-
tive date.)

PART IV. LEGAL DEscRnPION, TOPOGRAPHY,
CLIUATE, SUBDIVISION MAP

A. Legal description. Include an adequate
legal description acceptable In the political
subdivision for conveyancing of the land

included in this offering; and if additional
offerings have bcon made or will be mado
pursuant to a common promotional plan,
include a legal description of the total area
offered or to be offered pursuant to the com-
mon promotional plan.

B. Topography and physical charaotoristlcs,
1. Describe the general topography and

physical characteristici of the subdivision;
for example, level, hilly, rocky, etc.: soil con-
ditions, for example, loo sand, alkaline, etc,

2. State whether any of the lots or portion
thereof, in the offering, arc covered by viattr
at any time of the year.

3. Is the property subject to a flood control
easement?

4. What percentage of the land In the sub-
division will require corrective work, other
than fill, before construction of a onc-stoiy
residential structure? If any, describe type of
work and plans for correction; and state the
estimated cost to buyer or lessee,

5. Will any unusual construction tooh-
niques be necessary to build on any part of
land? If so, describe.

6. What percentage of the land will require
fill before construction? If any, describe plans
for fill, including composition, and estimated
cost to lot buyer or les-o.

7. State elevation of the highest and lovet
lots In the subdivision.

C. Climate and temperature,
1. Describe general weather conditions of

the area and state whether the area is oubjce
to sandstorms, windstorms, or any other
unusual weather phenomena.

2. State temperature ranges for summer
and winter, including high, low and mean.

D. Environmental factors.
1. Is the land subject to any unpleasant

odors, noises, pollutants or other nuisances?
If so, describe.

2. Do you know of any proposed planv, prl-
vate or governmental, for construction of any
facility which may create a nuisance or ad-
versely affect the use of the land?

E. Subdivision map.
1. State whether a subdivision map hn

been filed with and accepted for recording by
local authorities. If so, give recording data.

2. Has each lot In the subdivision boon
surveyed?

3. Has each Individual lot been stalod or
marked so that the buyer can Identify the
boundary lines of his lot? If not, stato oti-
mated cost to purchaser or lessee to obtain
a survey and to have boundary lines staked
or marked.

4. Will all streots shown on the tract map,
if any, be public streets?

5. Has legal access been provided to cash
of the Individual lots within the subdivision?

S. State minimum vildth of legal acces
to the lots.

F. Supporting documentation.
1. Copy of an accurate map prepared to

scale showing the dimensions of the loti
and their relation to existing streots and
roads. (To comply with this requirement,
supply a map or maps which have been sub-
mitted to local authorities, If available.) If
the land has not boon divided, Include a map
showing the proposed division, lot dimentilon
and their relationship to exIsting streets and
roads.

2. Copy of the current Geological Survey
Topographic Map or Mlaps of the largest scale
available from the U.S. Geological Survey,
Washington, D.C., with an outline of the
subdivision area clearly indicated thereon.

PART V. CONDrrIoN OF TrTLE, ENoUrsDRAIicss,
DnD RESTRICTIONS AND CovrnNATJx

A. State condition of the title to the land
comprising the subdivision, Including all en-
cumbrances, easements, covonant3, condl-
tions, reservations, limitations or restrictlons
applicable thereto. This requirement may be
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met only by submission of title evidence in
the form of (1) an original or copy of a fee
or owners policy of title insurance, a guaran-
ty or guarantee of title, or a certificate of
title, or an interim title binder or commit-
ment for title insurance, or similar instru-
ment issued by a title company, duly author-
ized by law to issue such instruments in the
State in which the subdivision Is located; or
(2) a legal opinion, stating the condition of
title, prepared and signed by an attorney at
law experienced in the examination of titles
and a member of the Bar in the State in
which the property is located.

The title evidence shall be dated as of a
date no earlier than 20 business days preced-
ing the date of this filing and shall include:

1. A legal description of all of the property
included in this offering together with a legal
description of the property upon which there
is or wll be located any common areas or
facilities which will be advertised as being
available for the benefit or use of purchasers
of lots. (Where the legal description does not
specifically describe as individual parcels
each of the lots Included in this offering,
an affirmative statement, to the effect that*
each of the lots Included In the offering is
encompassed by the description, is required.)

2. The name of the person(s) or other legal
entity(les) holding fee title to the property
described.

3. The name of any person(s) or other
legal entity(les) holding a leasehold estate
or other interest of record in the property
described.
4- A listing of any and all exceptions or

objections to the title, estate or Interest of
the person(s) or legal entity(les), referred
to in (2) or (3) above, Including any encum-
brances, easements,' covenants, conditions,
reservations, limitations, restrictions of rec-
ord. (Any reference to exceptions or ob-
jections to title shall Include specific ref-
erences to the instruments in the public
records upon which the exception is based.)
When an objection or exception to title
affects less than all of the property included
in this offering, the title evidence should
specifically note which lots are affected.

5. Copies of all Instruments In the public
records specifically referred to In (4) above.
(Abstracts of such instruments are accept-
able .if pre!ared by an attorney or profes-
slonal or official abstracter qualified and au-
thorized by law to prepare and certify to
abstracts and If the abstracts contain the
material portion of the recorded instru-
ments to determine the nature and effect of
such instruments.)

Where the title evidence is dated earlier
than 20 days prior to the date of filing, the
requirement for a statement of the condi-
tion of title may be met by submitting that
evidence together with an attorney's opinion
of title covering the period from the date
of the title evidence to a date no earlier
than 20 business days preceding the date of
the filing. The attorney's opinion shall be
prepared and signed by an attorney at law
experienced in the examination of titles and
a member of the Bar in the State in which
the property s located.
" B. Describe and furnish copies of any in-
strument, not of public record, known to
the developer, which If recorded, would af-
fect the condition of title. (Copies of in-
struments to individual lot owners or lessees
who have purchased or leased lots from the
developer need not be described or fur-
nished.)

C. State the consequences for an indi.
vitual purchaser of a failure, by the per-
son or persons bound, to fulfill obllga-
tions -under any instrument or instruments,
referred to under A or B, above, which create
a blanket encumbrance upon the property, or
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any portion thereof, described under A,
above.

D. Describe and furnish copy(les) of any
trust deed(s), deed(s) in triist. e=crow
agreement(s) or other instrument(s) which
purport to protect the purcharer in the
event of default by the peron or persons
bound to fulfill obligations under any In-
strument or instruments, referred to under
A or B, above, which create a blanket en-
cumbrance upon the property or any por-
tion thereof, described under A, above.

PART VL GENERAL 7talrs AND CONDITIONS OF
Owm, PnoPosso Ra on or SmimL O Psxc
OR RNrrS

A. Summrize the terms and conditions of
the offer and of the contract of sale or leare.
The summary must include, but shall not be
limited to:

1. A statement of the terms of release of
lots from the blanket encumbrance, If the
subdivision, or any portion thereof, is subject
to a blanket encumbrance. If there Is no
provision for release, describe any legal steps
taken to protect the purcha-er or lesce In
the event the obligor on the blanket en-
cumbrance defaults.

2. A statement of the dispozitlon which
will be made of earnest money or good faith
deposits and downpaymenta or other pay-
ments received from buyers or le=se in-
cluding any steps taken to protect the buyer
or lessee in the event the celler or lesor does
not perform his obligations under the
contract.

3. A statement of the disposition Which
will be made of earnest money or good faith
depasits and downpayments and other pay-
ments received from buyers or lescc who
default under the terms of the contract.

B. State the range of Felling prices or rents
for lots in the subdivision

C. Supporting documentation.
1. A copy of all forms of contracts or agree-

ments to be used in zelling or leasing lots.
(The contracts or agreements must contain
language (a) giving the purchaser the option
to vold the contract or agreement If he does
not receive a property report prepared pur-
suant to the rules and regulations of the
U.S. Department of Housing and Urban De-
velopment, in advance of, or at the time of,
his signing the contract or agreement* and
(b) giving the purchaser the right to revoko
the cpntract or agreement within 48 hours
after signing the contract or agree nnt If he
did not receive the property report at least
48 hours before signing the contract or nree-
ment. [The contract or agreement may
stipulate that the revocation authority 1h101
not apply in the case of a purchaser who
(1) has received the property report and
inspected the lot to be purchased or leaced
in advance of signing the contract or agree-
ment, and (n) acknowledge3 by his signature
that he has made such inspection and has
read and understood such report.])

2. A copy of the agreement, If not included
in the sales contract, in which seller agrec
with buyer to release lots froea any blanket
encumbrance.

3. Copies of deeds and leasca by Which the
developer will lease or convey title to the
lots to purchasers or lesecs.

PAR VII. Accnss. NXmcxn Co ,urr=, RoAn
Sysrr= WrrxHrN Tn SUnnsvrs0oN

A. Access-nearby communities.
1. Describe pretent condition of accezs

routes to the subdivision. Including typo and
width of road surface and number of lanea.

2. Are any improvements proposed to ac-
cess routes? If so, state who will bsr the
cost of the improvements and the estimated
completion date. If the improvements are to
be made by a local governmental authority,
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state the name of the authority, and the
source of funds to complete the improve-
ments. If lot owners will be subject to a
special ass-sment or similar charge for such
Improvements which ihall be a lien on the
Iota In the subdivision, so state.

3. Mo1t nearest large cities and the county
seat, and the population of each. List the
totsl distance to the center of the subdivision
from cach and the portion of that distance
which is paved and unpaved. If the geo-
graphical center of the subdivision 13 located
more than 50 miles from a large city or the
county cent, list aLo the nearest established
communlty or communltile.

B. Road system within the subdivision.
1. Deccribe the present condition of the

road system within the subdivision, includ-
Ing the type and width of road surface, num-
ber of lanes and approximate dedicated width
of roads. State whether all of the lots in
the subdivislon can be reached by conven-
tional automobile.
. 2. State any proposcd improvementa to the
road system Within the, subdivision, the par-
centage completed, and the estimated cched-
ule for completion. State who will bear the
cost of the improvement-; and If any of the
cot is to be borne by the purchaser, state
the cimated coat to the purchaser.

3. State whether the roads within the sub-
division have been dedicated to and accepted
by a public authority re ponsible for main-
tenance. If not dedicated and accepted, state
Who will be responzible for maintenance. If
the lot owner will bo re pon ible for main-
tenance state the estimated cost to the
purchaser.

C. Supporting documentation.
1. If the developer is to complete acce:s

routes, submit copies of contracts and copy
of any bonds or csow areements to guar-
antee completion thereof. If the access routes
are to be completed by the local government,
a copy of a letter from the local authorities
ratting forth the plan for the completion of
accez routes and maintenance thereof.

2. Coples of contracts for the completion
of the road system within the subdivision
and copy of the bond or escrow a[reements
to arsure completion thereof.

3. Copy of letter from local authority set-
ting forth the opln for maintenance of the
read cytem with the subdivision.

PuRT VIII. Urrnss
A. Water.
1. State the availability of the Water sup-

ply and whether the supply will be adequate
to serve the anticipated population of the
area.

2. Is the water supplied or to be supplied
by a public or private utility company? If so,
state the nmo and address and whether the
company Is regulatcd b a public body. If
not, is there any other means of azurance of
continuous servico at rLaonable rates?

3. State whether the Water lines Will be
extended to the Individual lots. If they are
to be extended, state the estimated schedule
for the extenson and the assurance of
completion.

4. State estimated co-t of installation or
construction to be borne by the purcha'-r,
if any.

G. Is the water supply to be obtained from
private well? If co, indicate (1) probable
depth and (2) results of test boxings or other
data tabliohing that a -ufilclent quantity
of potable water Is available to each buyer
or leo and (3) cstlmated total completion
cmt to buyer or le: *.

0. U Water is provided by a supplier n6t
regulated by a public body, state the rate
cchedule,

7. If privately supplied water or ndlvid-
usl wells are to be the sourca of water for
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human use, has the cognizant State or county
health authority Issued a report on the
quality of the water?

8. Supporting documentation.
a. Copy of a letter from water company

stating that It will supply the water.
b. Copy of the contract for construction,

If any, and the bond or escrow agreement
to assure completion of the facility, if any.

c. If available, copy of engineer's report or
geological report or any other data Indicat-
ing the source and quantity of water.

d. Copy of letter or report from cognizant
health officer on quality and purity of water.

B. Electricity.
1. State whether electricity is available

and, If so, the name and address of the sup-
plier from which it may be obtained.

2. Is the supplier a public or private util-
ity company? State whether the supplier is
regulated by a public body. If not, is there
any other means of assurance of continuous
service at reasonable rates?

3. Have the electrical facflities been ex-
tended to the individual lots?

4. If the electrical facilities have not been
extended to the individual lots, what is the
estimated schedule for installation and what
estimated costs, if any, will be borne by the
purchaser?

5. State the assurance of completion if
the electrical facilities are to be installed by
the developer.

6. Supporting documentation.
a. Copy of a letter from the electric com-

pany stating that it will supply the
electricity.

b. If electricity is provided by a supplier
not regulated by a public body state the
rate schedule.

c. Copy of the contract for construction of
electrical facilities, if any, and any bond or
escrow arrangements to assure completion
of the facilities.

C. Gas.
1. State the availability of gas including

the name and address of the supplier.
2. Is the supplier a public or private utility

company? State whether the supplier is regu-
lated by a public body. If not, is there any
other means of assurance of continuous serv-
ice at reasonable rates?

3. Have gas lines been extended to the
individual lots?

4. If the gas facilities have not been ex-
tended to the individual lots, what is the
estimated schedule for installation and what
estimated cost will be borne by the
purchaser?

5. State the assurance of completion if the
gas facilities are to be installed by the
developer.

6. Supporting documentation.
a. Letter from the gas supplier stating that

it will provide the service.
b. If gas is provided by a supplier not regu-

lated by a public body, state rate schedule
for the service.

c. Copy of the contract for construction of
the gas facilities, if any, and any bond or
escrow arrangements to assure completion of
the facilities.

D. Telephone.
1. State the availability of telephone serv-

ice including the name and address of the
supplier.

2. Is the supplier a public or private utility
company? State whether the supplier is
regulated by a public body. If not, is there
any other means of assurance of continuous
service at reasonable rates?

3. Have the telephone facilities been ex-
tended to the individual lots?

4. If the telephone facilities have not been
extended to the Individual lots, what is the
estimated schedule for installation and what
cost will be borne by the purchaser?
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5. State the assurance of completion of the
telephone facilities if thcse facilities are to
be installed by the developer.

6. Supporting documentation.
a. Copy of a letter from the telephone com-

pany stating that the company will supply
the service.

b. If telephone service is provided by a
supplier not regulated by a public body, state
the rate schedule.

c. Copy of the contract for the construction
of the telephone services, if any, and any
bond or escrow arrangements to assure com-
pletion of the facilities.

E. Sewage disposal.
1. State whether sewers are available and,

f so, the name and address of the entity re-
sponsible for installation and maintenance.

2. Is the entity a public or private utility
company? State whether entity is regulated
-by a public body. If not, is there any other
means of assurance of continuous service at
reasonable rates?

3. Have the sewage facilities been extended
to the individual lots?

4. If the sewage facilities have not been
extended to the individual lots, what is the
estimated schedule for their installation and
what estimated costs will be borne by the
purchaser, including construction, installa-
tion and connection costs?

5. State the assurance of completion If the
sewage facilities are to be installed by the
developer.

6. If public sewers are not now installed
and are not to be Installed, state the alternate
sewage disposal method to be used, such as
septic tanks or cesspools.

7. If a public sewer is not or will not be
installed, state the estimated cost of in-
stalling the alternate method of sewage
disposal.

8. Will the local health authorities approve
the use of an alternate method of sewage
disposal? Has such approval been obtained?

9. If use of septic tanks is contemplated,
state whether the land is suitable for the use
of septic tanks; include in your statement the
results of any percolation tests.

10. Supporting documentation.
a. Copy of the contract for construction of

the sewage disposal facilities, if any, and any
bond or escrow arrangements to assure the
completion of the facilities.

b. Copy of a letter from local health au-
thorities stating the methods of sewage dis-
posal which will or will not be permitted.

F. Drainage and flood control.
1. State whether there has been or will be

any drainage required to render any of the
lots suitable for construction purposes. If go,
list the lots, and state estimated cost to
purchaser.

2. Have artificial drains, storm sewers, or
flood control channels been installed?

3. If these facilities have not been in-
stalled, what is the estimated schedule for
completion, if any, and what estimated costs
or other assessments will the purchaser be
expected to pay?

4. If the .developer is to install these facll-
ities state the assurance of completion.

5. Supporting documentation.
a. Copy of the contract for the construc-

tion of the artificial drains, storm sewers, or
fiood control channels, if any, and any bonds
or escrow agreements to assure completion
of the facilities.

b. If drainage is provided or to be provided
by a public or private company, submit a let-
ter from the company stating that It will
provide the service.

G. Television.
1. Is television reception available to the

lots within the subdivision without reception
cost?

2. If not, state estimated cost to user.

PAnT 2. MRECaRATIO1tAL Al'W CorriON
FAcILrsEZ

List any common or recreational facilities
which have been or ara to be installed for the
beneficial use and enjoyment of the owners
of lots In the subdivision which have not
been discussed In the previous parts of the
statement of record. Identify each facility
and answer the following questions for each.

A. (Name of facility.)
1. If the facility has not been Installed,

what Is the percentage of completion, the
estimated schedule for completion and iwhat
estimated costs will the purchaser have to
pay?

2. What provisions have been made for the
maintenance and operation of the facility
and what is the estimate of the vx".-sments
or other recurring charges to be paid by the
purchaser?

3. Include v. statement of the assurance of
completion of The facility if the developer
is responsible for construction.

4. Supporting documentation. Copy of the
contract for contruction of the facilities, If
any, and any bond or escrow arrangements
to assure completion of the facllitie.

B. (Name of facility.)
PART X. MUNIcIPAt Sisvxcro

A. Fire protection.
1. State the availability of fire protction

and list the name and address of the par-
ticular force exercling jurisdiction over the
subdivision.

2. State whether the service Is provided by
the municipality or by a volunteer organisa-
tion.

3. State the distance In terms of road miles
from the geographical center of the sub-
division to the nearest fire station or sub-
station.

B. Police protection.
State the availability of police protection

and list the name and address of the par-
ticular force exorcising jurisdiction over the

- subdivision.
C. Garbage and trash collection.
1. State the availability of garbage and

trash collection service and the namo and
address of the company which presently
furnishes the service. If garbago and trash
collection service is not prezontly available,
state whether such service is proposed; and
if it is, give the date on which It will become
effective.

2. State whether the coat of the service 1s
to be paid directly by the lot owner or
whether the service is to be provided by a
municipal agency.

3. If the cost of the service is to be paid
directly by the lot owners, state the estimated
monthly cost per lot.

D. Public schools.
1. Elementary school.
a. State name and address of the nearest

elementary school available to residents of
the subdivision.

b. State the distance to the school In terms
of road miles from the geographical center
of the subdivision.

c. State whether school bus tran"sport tion
will be provided.

d. State whether public transportation Is
available to the school.

2. Junior high school.
a. State name and address of the nearest

junior high school availablo to resldento of
the subdivision.

b. State the distance to the school in
terms of road miles from the geographical
center of the subdivision.

c. State whether school bus transportation
will be provided.

d. State whether public transportation Is
available to the school.

3. High school.
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a. State name and address of the nearest
high school available to residents of the
subdivision.

b. State the distante to the school in
terms of road miles from the geographical
center of the subdivision.

c. State whether school bus transportation
will be provided.

d. State whether public transportation is
available to the school

E. Medical and dental facilities.
1. Hospital facilities.
a. State the availability of hospital facili-

ties and the name and address of the par-
ticular hospitals available to residents of the
subdivision.

b. State whether the hospital is publicly
or privately owned and whether the services
are general or specialized.

c. State the bed capacity of the hospital.
d. State the distance in terms of road

miles from the geographical center of the
subdivision to the nearest general hospital.

e. State the availability of ambulance serv-
ice and specify whether this service is fur-
nished by the hospital(s) or by a volunteer
organization.

2. Physicians and dentists.
a. State the distance in terms of road miles

from the geographical center of the subdi-
vision to physicians' and dentists' offices.

b. State whether or not public transpor-
tation is available from the subdivision to
the general physicians' and densists' offices.

F. Public transportation.
1. State whether public transportation is

available from the subdivision to nearby
municipalities including the frequency, type
and estimated costof service.

2. If no such transportation is av~ilable,
state whether it will be available and give
estimated date of availability.

3. Include in your statement the proposed
frequency of service and estimated cost,

4. If public transportation is not presently
available from the subdivision, state the
distance in road miles to nearest public
transportation.

PART XL TAXES AND AssEssszNTs-CorroN

A. Is the buyer or lessee to pay taxes, spe-
clal assessments, or to make, payments of any
kind for the maintenance of common facili-
ties in the subdivision before taking title or
signing the lease? If so, state the amount and
to whom they must be paid.

B. Is the buyer or lessee to pay taxes, spe-
cial assessments, or to make payments of any
kind for the maintenance of common facili-
ties in the subdivision after taking title? If
so, state the amount and to whom they must
be paid.

PART = OCCUPANCY STATUS

A. State the approximate-number of dwell-
ings in the subdivision at the time of filing.

B. State the number of dwellings which
are proposed and the estimated completion
date of those dwellings.

C. State the approximate number of dwell-
ings presently occupied, if any.

PART XMII. SHOPPINTG FACILITIES

A. State what shopping facilities are avail-
able to the subdivision. Include available
types of stores and consumer services and
the distance in terms of road miles from the
geographical center of the subdivision to the
facilities.

B. State whether public transportation is
available to the facility, the frequency of the
service and the estimated cost.

PART IV. FINANCIAL STArzre
A. Submit a copy of the latest financial

statement of the developer. Such financial
statement shall not be more than 12 months
old.

B. State the means by which the developer
will finance the obligations undertakcn or
proposed and as set forth in this statement
of record. A statement of past performance
in completing obligations undertaken by the
developer may be Included.

PAT XV. Arrmni0sroN

§ 1710.110 Property report and Iease
addendum.

The property report and if applicable,
the lease addendum to be filed with the
Office of Interstate Land Sales Registra-
tion, Department of Housing and Urban
Development, as a part of the statement
of record, and as provided in § 171020
shall be prepar-d in accordance with the
Instructions and format as follows:
INseTOnriores ruo CoLtw Nao Proparr

RzEoav Ann Lss Anor.'Uvx
These instructions must be followed in

completing the property report and leaso
addendum. All spaces must be completed.
This format may not be chned In any re-
spect, except as follows:

a. All references to leases, lcses and rento
should be deleted if no leasing is proposed
and the offering is exclusively for sales. In
this event, the lease addendum may be
disregarded.

b. Spaces provided in the format may be
enlarged or extended for the purpose of pro-
viding a summary explanation of the rubjcct
under discusslon but may not be uced to
insert promotional or advertising matter de-
signed to counteract facts adverse to the
interests of the buyer or lcsee.

c. If this filing Is made pursuant to the
provisions of Section 171O.40 of thes3 regula-
tions, then the following paragraph shall be
added as a new paragraph Immedlately after
the fourth paragraph of the notice and
disclaimer:

"Although a statement of record has been
filed with the OMce of Interstate Land Sales
Registration, U.S. Department of Housing
and Urban Development, the flng has not
been examined or verified."

d. Questions on the property report must
be answered in concise, plain langungeo but
should disclose all pertinent facts.

e. The property report shall contain infor-
mation In addition to that elicited by the
questions appearing therein If at any time
it appears to the Secretary xbnt the inclusion
of additional Information Is nece ary or ap-
propriate in the public interest, and the
Secretary so advises the developer.
The instructions below correspond to the

numbered paragraph in the property report:
Paragraph 3. List the nearest large city or

county seat and the population of each. List
the total distance to the center of the cub-
division from each and the portion of that
distance which is paved and unpaved. If the
subdivision is located more than E0 mil3
from either, list also the nearest eotablisbed
community or communities.

Paragraph 4. If the buyer or Iesee is ex-
posed to the risk of loing his invctmznt In
the event of the developer's failure or bank-
ruptcy, this fact must be mado imistak-
ably clear in this paragraph. Esplanations
•should include any measures de-_-gned to pro-
tect the buyer's interests, and they must dis-
close any circumstances under which the
buyer would lose his Investment either be-
c:ause of his own default or the develope 's
inability to perform under the cales contract.
If there is any prohibition or penalty against
the buyer recording the sales contract or
lease, so state. A statement can be Included
by the developer decribing his past per-
formance In conveying free and clear ttltc3
to buyers upon their payment of the full
purchase price.

Paragraph 5. Whether the ofering Includes
only cah a:le, or Installment contracts and
leases, explain fully how the buyer or le=e
is to be protected against loss of his invest-
ment. If a blanhant mortgage or other lien Is
foreclo:sd agaInat the developer, will the
holder of such mortgage or other lien be oh-
ligated to perform the agreement with the
purchiaer or Icsse? If not, are the buyer's
or le-sea'a payments and investments in Im-
proving the property protccted through an
escrow or by other means? The buyer or
lesso mut be told of the p essible consa-
quences In the explanation of the answer to
this question.

Paragraph 7. Buyers and lessees must be
told when their obligation to pay taxes, s e-
dl assess-ments, and cimilar charges begins.
They should also be made aware of the ap-
proximate amount of buyer'es or leses'G an-
nual payments, but the Items for indcating
the amount of taxes and cpecial =ze ements
may be answered by the statement "Consult
iczal taxing authorities."

Paragraph 8(b). Include all limitatlons
upon the buyer's use or enjoyment of the
property, Including mineral rights re=erva-
tionz.

Para, raph 10. De=s Iba arrangements m-de
(contracts supported by completlon bonds
or cr:ov.ws, for -anmple) desIgned to asure
completion of the Improvements. If no

-r ngements have been made, state '"one,"
If It later becomes ovident that an Improve-
ment will not be completed on or before the
specified date, amendments of the statement
of record and property report are required.
If no cewaga dlspoz'l arrangements are con-
termplated. state ifland is suitable for the uz-a
of reptic tanln, describing the results of any
percolation tests. State estimated cost to
buyer for ceptic tanl'. If water is to be pro-
vided by private well, Indicate (1) estimated
completion cc;t and (2) any other data
esablishing; that a suffcient quantity of
potable water Is available to each buyer or
lesc. If water is to be provided by a private
utility, describe a_;urances for continuous
service at reas onable rates.

Paragraph 14. The number of homes
o::upled ca be amendcd to reflect perlodic
Increases cubs2quent to the initil filing
date.

Paragraph 15. Include statement as to na-
ture of terrain (flat, rolling, hilly. moun-
talnous, etc.), type of cal (-ady, swampy,
roc y, etc.) and vegetation (cactus, traes,
gracs, eta).

2.027=n Ar IM S~ls n=V v UY 0717= CL' 1.-
sZrA LAa I su Ps'5TnfATIO r, U.S. D=aPM -
lIEn= Oy Eou =-., AN rm flI D1s7.Os'zrmr
This report Is not a recommendatlon or

endorcement of the offering herein by the
Offico of Interstate Land Sales Registration.
nor has that office made an inspection of the
property nor passed upon the accuracy or
adequacy of this report or any promotional
or advertising materials uscd by the seller.

It is In the interest of the buyer or le-se
to Inspect the property and carefully read all
alo or leao documents.

Prospective buyera and lessee are notified
that unles they have received this property
report prior to, or at the same time they
enter into a contract, they may void the
contract by notice to the seller.

Unlecs a buyer or lesse acknowledges in
writing that he has read the report and
personally Inspected the lot prior to signing
his contract, he may revoke his contract
within 43 hours from the signing of his
contract, If he hba received the property
report lem than 43 bourn prior to signing
ouch contract.

1. Name(s) of developer
Address
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2. Name of subdivision - _..........
Location - County, State

of
3. List names and populations of surround-

Ing communities and list distances over
paved and unpaved roads to the subdivision.

Distance
Name of Population over Unpaved Total

community paved roads
reads

a.
b ------------------------------- -----------
d -------------------------------------
d -------------------------------------d...........................................

4. If periodic payments are to be made by
a buyer (ag in the case of Instalment sales
contracts) complete all Items under this
paragraph 4. If not, enter "Not Applicable."

a. Will the sales contract be recordable?
Yes or No?

b. In the absence of recording, could the
,developer's creditors or others acquire title
to the property free of any obligation to de-
liver a deed to the buyer when final pay-
ment has been made under the sales con-
tract? Yes or No? If yes, explain.

c. What provision, if any, has been made
for refunds if buyer defaults?

d. State prepayment penalties or privileges,
If any.

5. Is there a blanket mortgage or other
lien on the subdivision or portion thereof
in which the subject property is located? Yes
or No? If yes, list below and describe arrange-
ments, f any, for protecting interests of the
buyer or lessee if the developer defaults in
payment of the lien obligation. I there is
such a blanket lien, describe arrangements
for release to a buyer of individual lots when
the full purchase price is paid.

(Effect on buyers If
(Type of lien) developer defaults)

a .....................................

6. Does the offering contemplate leases of
the property in addition to, or as distin-
guished from, sales? Yes or No? If yes, a lease
addendum must be completed, attached, and
made a part of the property report.

7. Is buyer or lessee to pay taxes, special
assessments, or to make payments of any
kind for the maintenance of common fa-
cilities in the subdivision (a) before taking
title or signing of lease or (b) after taking
title or signing of lease? If either answer is
yes, complete the schedule below:

Approzimate amount
of buyer's or lessee's

annual payments
T axes ------------------------------------
Special assessments ------------------------
Payments to property owner's

association -----------------------------
O ther ------------------------------------

Specify --------------------------------
8. (a) Will buyer's downpayment and in-

stallment payments be placed in escrow or
otherwise set aside? Yes or No? If yes, with
whom? If not, will title be held in trust or in
escrow?

(b) Except for those property reservations
which land developers commonly convey or
dedicate to local bodies or public utilities for
the purpose of bringing public services to the
land being developed, will buyer receive a
deed free of exceptions? Yes or No? If no, list
all restrictions, easements, covenants, reserva-
tions and their effect upon buyer.

(c) Buyer should determine permissible
uses of the property from local zoning
authorities.

9. (a) List all recreational facilities cur-
rently available (e.g., television, sports,
beaches, etc.) State any costs or assessments
to buyer or lessee.

RULES AND REGULATIONS -

(b) If facilities are proposed or partly
completed, state promised completion date,
provisions to insure completion, and all es-
timated Sost or assessments to buyer or
lessee.

10. State whether the following are now
available in the subdivision: Garbage and
trash collection, sewage disposal, paved
streets, electricity, gas, water, telephone. If
yes, state any estimated costs to buyer or
lessee. If proposed or partly completed, state
promised completion date, provisions to in-
sure completion and give estimate of all costs
including maintenance costs to buyer or
lessee.

11. Will the water supply be adequate to
serve the anticipated population of the area?

12. Is any drainage of surface water, or
use of fill necessary to make lots suitable
for construction of a one story residential
structure? Yes or No? If yes, state whether
any provision has been made for drainage or
fill and give estimate of any costs buyer
would incur.

13. State whether any of the following are
currently, available in the subdivision:
Schools; medical facilities (hospitals, doc-
tors, dentists); shopping facilities. List avail-
ability of public transportation to, and dis-
tance of facility from geographical center
of subdivision.

If facility is proposed or partly completed,
state promised completion date and any pro-
visions to insure completion.

14. Approximately how many homes were
occupied as of ------------ (insert date of
filing) ?

15. State elevation of the highest and low-
est lots in the subdivision and briefly describe
topography and physical characteristics of
the property.

16. Will any subsurface improvement, or
special foundation work be necessary to con-
struct one story residential or commercial
structures on the land? Yes or No? If yes,
state If any provision has been made and
estimate any costs buyer would incur.

17. Are all lots and common facilities le-
gally accessible by public road or street? Yes
or No? If not, explain. -

18. Has land in the subdivision been'
platted of record? Yes or No? If not, has It
been surveyed? Yes or No? If not, state es-
timated cost to buyer to obtain a survey.

19. Are lots staked or marked so that buyer
can locate his lot(s)? Yes or No?

LEASE ADDEND=SX

1. State term of lease.
2. Will the lease be recordable? Yes or No?
2. Is there any prohibition or penalty

against the lessee for recording the lease?
Yes or No? If yes, explain.

4- Can the owner's or developer's creditors
or others acquire title to the property free
of any obligation to continue the lease? Yes
or No? Explain.

5. Describe whether rental payments are
flat sums or graduated. Describe any pro-
visions for increase of rental payments dur-
ing the term of the lease.

6. Are there any provisions in lease pro-
hibiting assignment and/or subletting? Yes
or No? If yes, describe.

7. Summarize termination provisions in the
lease.

8. Does the lease prohibit the lessee from
mortgaging or otherwise encumbering the
leasehold? Yes or No?

9. Will lessee be permitted to remove Im-
provement when lease expires?

§ 1710.115 State property report dis-
claimer.

If the developer is filing with the Office
of Interstate Land Sales Registration,
Department of Housing and Urban De-
velopment, pursuant to § 1710.25, the fol-
lowing statement must be delivered to

each purchaser simultaneously with tho
delivery of the State property report:

STAvn PnoP=Trz ns'onr DismAxalmm
11OTCE AND, DISca= DY O5'5ICfl O nrml -

S SrATI LAND SALEl nrGISTRATION, 1U.0. Dnl'AOT-
LmI0IT Or nOUSING AND UIAN DnlVfLOPJrNT

This report is not a recommondation or
endorsement of the offerings heroin by the
Office of Interstate Land Sales Registration,
nor has that Office made an Inspection of
the property nor passed upon the accuracy
or adequacy of this report or of any pro-
motional or advertising materials used by the
seller. Information contained heroin hss been
filled with the State of ----------- and the
Office of Interstate Land Sales Registration.

It in in the Interest of the buyer to Inspeot
the lot and to read all contract dooumentO
before signing the contraot to purchaso or
lease.

Prospective buyers and lessees are notifled
that unles they have received this property
report prior to, or at the same time they
enter into a contract, they may void the
contract by notice to the seller,

Unless a buyer or lessee aoknowledges In
writing that he has read the report and per-
sonally Inspected the lot prior to signing his
contract, he may revoke his contract within
48 hours from signing his contract if he has
received the property report less than 40
hours prior to signing such contract.

Although a statement of record lus been
filed with the Office of Interstate Land SEalc
Re~istratlon, the filing has not been examined
or verified.
§ 1710.120 Statement of recordl-Sate

filing.

If the developer Is filing pursuant to
§ 1710.25, there shall be filed with the
Office of Interstate Land Sales Registra-
tion, Department of Housing and Urban
Development, a statement as follows:

SzcTioN I. State Filings--The following
information shall preface the State statement
of record or similar instrument and shall be
done in accordance with the general instruc-
tions set forth in § 1710.105 for Part X, Ad-
ministrative Information, and Part 1 ,
Identity of Interest in Moro than onb" Illing,
and shall be set forth in the following format,
Statements of record shall be filed in dupli-
cato and at least one copy shall be signed.

Employer's IRS number ------
Doveloper: ------------

Owmor: ------------
STATEMENT Os RnC011D

Name of subdivision: .....................
Location: --------------------------------
State of filing: ..........................
Name of developer:-.....................
Developer's address: ----------------------
Authorized agent: -------------------------
Authorized agent's address: ------------

AnrsxnusaaI INTZWO5LATION

A. Identification and filing information:

3.......... ...... .....................

B. General information:

1.-......... ........................3-----------------------------------

6. Acres Owned ........................
Acres under option or other drmlar

arrangement ...................
Total ---t--- au-ho ------:-- -

.................... holtl......
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nzE='X or InTTEREST nr zsOt THAu OLT
FILING

S u b d iv is io n - . .. ... ... ...-- - - - - - -- --. . .
Location -------------------.. . . . . . - - ---
OILSR number ---------------------
Date of f

SEc. IL A. Submit all of the information,
documentation, and certifications or affirma-
tions submitted to the State.

B. If the State does not require the In-
formation and documentation required in
Part IL C. of § 1710.105, submit such In-
formation and documentation.

C. The contract of sale or lease which
will be executed by prospective purchasers
or lessees must contain language (a) giving
the purchaser the option to void the contract
oragreement if he does not receive a property
report prepared pursuant to the rules and
regulations of the Office of Interstate Land
Sales Registration, US. Department of Hous-
ing and Urban De'velopment, in advance of,
or at the time of, his signing the contract or
agreement, and (b) giving the purchaser ftfe
right-to revoke the contract or agreement
within 48 hours after signing the contract or
agreement if he did not receive the property
report at least 48 hours before signing the
contract or agreement. (The contract or
agreement may stipulate that the revocation
authority shall not apply in the case of a
purchaser who (1) hs5 received the property
report and inspected the lot to be purchased
or leased in advance of signing the contract
or agreement, and (2) acknowledges by his
signature that he has made such inspection
and has read and understood such report.)

D. Consolidation-Incorporation by Refer-
ence: If a filing Is for an offering of lots
to be sold pursuant to a common promo-
tional plan and there has been an earlier
filing -with the OILSll for lots offered under
the same promotional plan, the developer
may incorporate by reference the informa-
tion included in the earlier filing by identi-
fying the earlier fing by OESR filing
number and reference to the appropriate
sections, parts or pages thereof. This may
be done for the purpose of meeting the
requirements of the rules and regulations
although the State law does not permit such
consolidation.

The material incorporated by reference
must be an exact copy of all material filed
with the State.

SEc. IL Affirmaion. I hereby affirm that
I am the developer of the lots herein de-
scribed or will be the developer at the time
lots are offered for sale or lease to the pub-
lic, or that I am the agent authorized by
such developer to complete this stateament
(if agent, submit written authorization to
act as agent);

That the statements contained in this
statement of record and any supplement
thereto, together with any documents sub-
mtted herewith, are full, true, complete
and correct,

That I have complied with the land de-
velopment and disclosure requirements of
the State of ------------ (state of filing):

That the material submitted Is a true and
accurate copy of the naterial filed with the
State of ----------- ; and

That the fees accompanying this appli-
cation are in the -amount required by the
rules and regulations of the Office of Inter-
state Land Sales Registration.

(Date) (Signature)

(Corporate seal (Title)
If applicable)

WARaauG: Section 1418 of the Housing
and Urban Development Act of 1968 (Title
XIV of Public Law 90-4, 82 Stat. 590, en-
acted on Aug. 1. 1968) provides: "Any per-

RULES AND REGULATIONS

son who wllfully violates any of the pro-
visions of this title or of the rules and
regulations or any person who willfully, In
a statement of record filed under, or In
a property report Issued purcuant to, this
title, makes any untrue statement of a ma-
terlal fact or omits to state any material
fact * - * shall upon conviction be flned
not more than $5,O00 or Imprisoncd not
more than five years or both."

§1710.125 Partial statement of rec-
ord-request for exemption.

Requests for an exemption advizory
opinion, pursuant to § 1710.15(b) rhfl
be prepared In accordance with the fol-
lowing instructions:

!XZsraUCTIOZs ron Covw,. rrOz or PALnMx
STATZZxT OP nRCOsD-Ru-sr Ton E -
EUXPTION

The developer may fle Part I, AdminIs-
trative Information, In the form cot forth
in § 1710.105 and the affIrmation and agrce-
ment as set forth below as a partial state-
ment of record.

The filing of this Information dom not pre-
clude a developer from filing a complete
statement of record. If the developer file3 the
material neccssary to complete the state-
ment of record. the date of filing shall be
the date the complete statement of record
Is received by the Secretary.

Arx.'=ATroN AmD Ao".n==.

I hereby aflirm that I am the developer of
the lots herein dczribcd or wi be the devel-
oper at the time the lots are offered for tale
or lease to the public. or that I am the agent
authorized by such developer to comploto
this statement (if agent, submit written au-
thorization to act as agent);

That the statements contained In this
partial statement of record and any supple-
ment thereto, together with any documents
submitted are full, true, complete, and
correct;

That the fee accompanying this appllca-
tion are in the amount required by the reg-
ulations of the Office of Interstate Land Sales
Registratlon;

That I agree that this filing Is a partial
statement of record and that the receipt of
this filing by the Secretary shall not be the
date of filing of a statement of record for
the purpose of determining the effect1vo date
thereof; and

That if the Secretaxry advtea that the of-
fering Is not exempt, I agrce to file the re-
maining portions of the statement of record
as set forth In § 1710.105 of theo rules and
regulations prior to any offering and that
the date of the receipt of the complete state-
ment of record by the Secrotary ahall be the
date of filing for the purpoze of determining
the effective date of the statement of
record.

(Date) (Signature)

(Corporate real (Titlo)
If applicable)

W~wuso: Section 1418 of the Housing and
Urban Development Act of 1908 (Title XIV
of Public Law 90-448. 82 Stat. 590. enacted
on Aug. 1. 1968) provides: "Any person who
willfully violates any of the provislons of
this title or of the rules and regulations or
any person who willfully, In a statement of
record filed under, or In a property repot
Issued pursuant to, tbi title. males any
untrue statement of a material fact or omits
to state any matrlal fact * , aball upon
conviction, be fined not more than 5.000 or
Imprisoned not more than 5 years, or both."
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Chapter X-Federal Insurance
Administration

Subchapter A-Noliono! Insuronce Development
Pra~ram

PartPrga
1905 Statewide"FAM"Plans.
1906 Standard reinsurance contract.
1907 State reimbursement requirement.

Subchapler B-Notonal Fhad Insurance Prc3rom

1909 General provisions.
1910 Criteria for land management and

use.
1911 Insurance coverage andrates.
1912 Sale of insruance and adjustment

of claims.
1913 Exemption from denial of Federal

disaster benefits.
1914 Areas eligible for the sale of ia-

surance.
1915 Identification of special hazard

areas.
Subchopter C-Federal Crime Insurance Proasm
1930 DescrIption of program and offer

to agents.
1931 Purchase of Insurance and adjust-

ment of chims.
1932 Protective device requirements.
1933 Coverges, rates, and prescribed

policy forms.
1934 ClacAslatlon of territories.

SUBCHAPTER A_-NATIONAL INSU2ANCE
DEVEOPMENT PROGRAM

PART 1905-STATEVWIDE "FAIR"
PLANS

1903.2

19032

1905.4

1905
1003.7

1903.8

1903.0

1003.10
1903.11
1001M

Compnslticn and supervision of
FAI& Plan.

Coverage and operation of the
Plan.

1r;urcr participation and placament
Prczram.

Inspectlon and applicationz for in-
surance.

Deemer or b.nder requirement.
Placement action after inspection

repoxrt.
Prohibition of nnecezsary rein-

cpeedonz.
27otIce of cancellation or noar=-

neosal.
Impartial ce ection of djusters.
Ccding and reports under tha Plan.
Inapplicab l y and waiver of resu-

latiolns.
A=-z=o:rrr: The provisions of thi- Part

1005 L-ued under s. 7(d). 79 Stat. 670;
42 U.S.C. =55(d); sc.r 1103, 82 Stat. SES;
12 U.S.C. 1749bbb-17.

§ 1905.1 Definitions.
As used inthbis part-
(a) "Act" means the Urban Property

Protection and Relnsurance Act of 1968,
codifled as title XIf of the National
Housing Act (12 U.S.C. 1749bbb-1749
bbb-21), which authorized the program.
Section references are to the National
Housing Act;

Wb) "Administrator" means the Fed-
eral Insurance Adminitator within the
Department of Housing and Urban De-
velopmant, to whom the Secretaxy has
delegated the administration of the pro-
gram (34 P.R. 2680, Feb. 27, 1969);
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(c) "Applicant" means any property
owner, or his authorized representative,
who duly requests essential property in-
surance for a risk eligible under a FAIR
Plan;

(d) "Binder" means a temporary and
preliminary contract of insuranceto pro-
tect owner against loss from the occur-
rence of an insurable event before a
policy is issued;

(e) "Deemer provision" means a pro-
vision in a Plan whereby interim cover-
age for an eligible risk is deemed
automatically to attach upon the ex-
piration of a specified period of time
after an application for inspection and
insurance;

(f) "Eligible property," "eligible risk,"
or "risk eligible under the Plan" means
any real property, personal property, or
mixed real and personal property, po-
tentially insurable under one or more
lines of essential property insurance,
subject to an inspection to ascertain
insurability and applicable premium
rates;

(g) "Environmental hazard" means
any hazardous condition that might give
rise to loss under an insurance contract,
but which is beyond the control of the
property owner or tenant;

(h) "Essential property insurance"
means insurance against direct loss to
property as defined'and limited in stand-
ard fire polici s and extended coverage
endorsement thereon, as approved by the
State insurance authority, and insurance
against the perils of vandalism and ma-
licious mischief. Such insurance shall not
include automobile insurance and shall
not include insurance on such type of
manufacturing risks as may be excluded
by the State insurance authority;

(i) "FAIR Plan" or "Plan" means a
statewide Plan to assure "fair access to
insurance requirements" that is approved
by the Administrator as meeting the cri-
teria of Part A of the Act, including such
modifications thereof as the Adminis-
trator may promulgate from time to time
under this part in accordance with sub-
section 1214(b) -of the Act (12 U.S.C.
1749bbb-6 (b));

(j) "Inspection facility," with respect
to any State, means any rating bureau
or other person duly authorized and des-
ignated to perform inspections under a
Plan;

k) "Insurer" includes any property
insurance company, or group of com-
panies under common ownership or com-
mon management, authorized to engage
in the insurance business under the laws
of at least one State;

(1) "Participating insurer" means any
insurer eligible for membership in a Plan
and fully participating in that Plan. The
term shall not include any insurer in any
State in any year in which such insurer
does not participate in the Plan on a
risk-bearing or potentially risk-bearing
basis;

(m) "Person" includes any individual,
group of individuals, corporation, paft-
nership, association, or any other orga-
nized group of persons;

(n) "Placement facility" means the
facility established under a Plan to place

or provide essential property insurance
to persons making application for one or
more lines of such insurance under the
Plan;

(o) "Pool" means any pool or associa-
tion of insurance companies in any State
that is formed, associated, or otherwise
created for the purposes of sharing risks
and of making property insurance more
readily available;

p) "Property owner" or "owner," with
respect to any real property, personal
property, or mixed real and personal
property, means any person having an
insurable interest in such property;

(q) "Secretary"' means the Secretary
of Housing and Urban Development;

Cr) "State" means the several States,
the District of Columbia, the Common-
wealth of Puerto Rico, the territories and
possessions, and the Trust Territory of
the Pacific Islands;

(s) "State insurance authority" means
the person having legal responsibility for
regulating the business of insurance
within a State;

t) "Surcharge" means (1) any con-
- dition charge, and (2) any general or
other charge added to the basic insur-
ance rates or premium ordinarily appli-
cable to the same class of property; but
does not include specific rates that apply
to all property in a Plan on the basis of
actual self-rating experience;

Cu) "Urban area" includes any mu-
nicipality or other political subdivision of
a State, subject to population or other
limitations defined in rules and regula-
tions of the Secretary, mnd such addi-
tional areas as may be designated by the
State insurance authority; and

Cv) "Year" means a calendar year;
fiscal year of a company, association, or
pool; reinsurance contract year; or such
other period of 12 months as may be
designated.by the Administrator.
§ 1905.2 Composition and supervision

of FAIR Plan.
(a) The Administrator will periodi-

cally review each State's FAIR Plan in its
entirety for conformity to statutory cri-
terla (12 U.S.C. 1749bbb-3-1749bbb-6)
and this part. Although the number and
location of the required elements in a
Plan will vary according to the particular
method and procedures used by the State,
the required documentation comprising
each Plan could include any or all of the
following, as relevant:

(1) The State law, where one has been
enacted;

(2) The industry agreement or pro-
gram, if any;

(3) The approval action by the State
insurance authority with respect to the
industry agreement or program, or by
court order or other approval authority,
if applicable; and

(4) Implementing rules, regulations,
and orders, together with operating pro-
cedures and forms.

(b) The Plan shall include a certifica-
tion by the State Insurance authority of
the date on which the Plan was placed
in effect and on which any amendments
to the Plan are effective.

Cc) The Plan shall evidence that it has
been approved by, and is to be adminis-

tered under the supervision of, the Stato
insurance authority. '

d) The Plan shall provide for a con-
tinuing public education program by par-
ticipating insurers, agents, and brokers,
In order to assure that the Plan receives
adequate public attention. For example,
a brochure or other publication should
be made widely available for distribution
through all agents, brokers, and other
producers. All participating insurers,
agents, and brokers should include such
a publication with each notice of cancel-
lation or nonrenewal in order to provide
policyholders with the required informa-
tion concerning the placement of insur-
ance under the Plan.

§ 1905.3 Coverage and operation of the
Plan.

(a) At a minimum, the Plan shall pro-
vide for insurance against direct los to
property as defined and limited in stand-
ard fire policies and in (1) extended cov-
erage, and (2) vandalism and mallolous
mischief endorsements thereon, as ap-
proved by the State insurance authority.
It shall not include automobile insurance
nor such types of manufacturing risks
as may be excluded by the State insur-
ance authority. The Plan shall specifically
provide for insurance against direct loso
to property that is being constructed or
rehabilitated (including builder's risk
coverage). To avoid the need for amend-
ment to the Plan and delays in securing
new approval action, the Plan should
provide for the inclusion of such addi-
tional lines of property insurance as from'
time to time may be designated essential
by the Administrator pursuant to section
1203 (a) (2) of the Act, 12 U.S.C. 1749bbb-
2(a) (2).

(b) The Plan shall specify Its geo-
graphic area of coverage. If the entiro
State is not designated as the area of
coverage, the Plan must speofy-by
name, by population size, or by class-
the political subdivisions and other areas
eligible under the Plan. The area of cov-
erage may not be limited to communities
that have a blighted or deteriorating area
or an area approved by the Secretary for
an urban renewal proJ ect.

(c) Each State insurance authority
under whose jurisdiction a Plan has been
put into operation shall keep the Ad-
ministrator fully and currently informed
of any modifications or changes In the
organization or operation of the Plan in
his State, whether or not such changes
directly affect the availability of cover-
age under the Plan.

§ 1905.4 Insurer participation and place
ment program.

(a) The Plan's placement program
may take any of a variety of forms; for
example, it may involve a syndicated or
direct writing pool, an assigned risk
facility, a reinsurance pool or assoola-
tion, or combinations of the foregoing.

(b) The Plan shall not discriminate
against, shall provide for full coopera-
tion with, and shall seek cooperation
from- all agents and brokers licensed to
write property lines in the State. The
inclusion of agents and brokers on FAIM
Plan governing boards is encouraged,
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(c) The Plan shall include one or more
all-industry placement facilities, doing
business with every insurer participating
in the Plan, to perform the following
functions for properties meeting reason-
able underwriting standards:

(1) Upon request by or on behalf of
a property owner requesting an inspec-
tion under the Plan, distribute the place-
ment or risks equitably among the in-
surers with which it does business; and

(2) Place insurance up to the full in-
surable value of the risk to be insured
with one or more insurers with which it
is doing business, except to the extent
that deductibles, percentage participa-
tion clauses, and other tihuderwriting de-
vices are employed to meet-special prob-
lems of insurability. 14 the case of very
large risks not accommodated by the
Plan (e.g., those whose full insurable
value exceeds $1,500,000), the Plan shall
provide that the placement facility shall
assist in seeking to place the excess
portion.

(d) As soon after May 1 of each year
as practicable, each State insurance au-
thority under -whose jurisdiction a Plan
has been put into operation shall notify
the Administrator of the names of all
insurers that are fully participating (on
a risk-bearing basis) in the FAIR Plan
of such State on that date in accordance
with the conditions of the Standard Re-
insurance Contract in effect at that time.
For a Plan in which participation by in-
surers is voluntary, the notification shall
include an estimate by the authority of
the aggregate premium volume of essen-
tial property insurance written by par-
ticipating insurers in relation to the total
premium volume in such lines written by
all property insurers in the State.

(e) Federal riot reinsurance will be
offered only to those insurers that (1)
have direct writings in one- or more lines
of essential property insurance and (2)
-re actually or potentially risk-bearing
members of any pool organized under the
Plan, as certified by the State insurance
authority.

§ 1905.5 Inspections and applications for
insurance.

(a) The Plan shall designate one or
more inspection facilities, which may also
operate as placemefit facilities if
desirable.

- (b) The Plan shall make its inspection
and placement facilities readily available
and accessible to the general public by
providing a central source of information
on the services it provides and on
the manner of application. To assure the
public's access to such information, the
telephone information number of the
Plan shall be listed alphabetically as
'FAIR Plan" (1) in the white sections
and (2) under "Insurance" in the classi-
fied sections of the telephone directories
of each city where these facilities main-

. tain an office.
c) The Plan shall require that there

will be an inspection of any eligible risk
that is submitted to a placement facility
or to a servicing insurer if such facility
or insurer is unwilling to write coverage
at regular rates. The Plan may not re-
quire as a precondition for obtaining an

inspection that the property owner make
a showing or certification that he has
been unable to obtain insurance in the
regular market.

(d) The Plan shall provide that in-
spections may be requested by the
property owner or his authorized rep-
resentative, the insurer, or the insurance
agent, broker, or other producer. The
Plan shall also provide that the request
for an inspection need not be in writing,
although it can provide for the trmnscrib-
Ing of the pertinent information on a
form.

(e) An inspection under the Plan shall
be without cost to the property owner.
Payment of a deposit premium may not
be required as a precondition to inspec-
tion. However, the Plan mav allow a
property owner, at his option, to pay a
deposit or provisional premium at the
time of application, rather than at the
time insurance under a deemer or binder
provision becomes effective.

f) The Plan may not require the
presence of the owner of the building
for a tenant to obtain an inspection,
but the inspection facility must be pro-
vided access to the relevant portions of
the building in which the property to be
insured is located.
§ 1905.6 Deemer or binder requirement.

(a) Each Plan shall contain either a
deemer or a binder provision In order to
prevent lapses of insurance coverage for
risks eligible under the Plan before cov-
erage has been provided or declined un-
der the Plan. A Plan may contain both
a deemer and a binder provision.

b) Plans adopting a deemer provi-
sion sbalprovide that eligible risks are
automatically deemed insured if, (1)
through no fault of the applicant, cov-
erage has not been either offered or
denied within 20 calendar days after the
date the request for inspection was re-
ceived, and (2) the applicant, at the
time of requesting the inspection or at
any time prior to the receipt of an in-
spection report indicating that the prop-
erty is uninsurable, pays either the esti-
mated annual premium or the portion
thereof that is appropriate for the
period of time for which the coverage Is
provided. The period of coverage pro-
vided under any such deemer provision
shall not be less than the time required
to complete the inspection and to process
fully in the ordinary course of busines
any related application for insurance of
the property submitted either directly to
the placement facility or first to a desig-
nated insurer and thereafter to the place-
ment facility if necessary.

(c) Plans adopting a binder provision
shall provide that an applicant may
apply for and obtain temporary coverage
for a risk eligible under the Plan upon
payment of a provisional premium at the
time of requesting the inspection. The
Plan, at its option, may also provide that
coverage under the binder shall be ex-
tended for a sufficient period of time,
after receipt of an unfavorable inspec-
tion report, to enable the applicant to
bring the property up to insurable stand-
ards, but during the period of isuch

rehabilitation reasonable condition sur-
charges may be added to the normal
premium rates otherwise applicable to
such property.

d) Coverage provided under the
deemer or binder provisions of the Plan
shall be at the normal rates for the class
of property to be insured, exclusive of
any surcharge, but shall be subject to an
appropriate premium adjustment, If
niL.zary, after the property has been
Inspected.

(e) It Is expected that no policyholder
wl be without coverage following a can-
celation or nonrenewal under the Plan
or otherwise, due solely to delays in in-
specting and placing the risk under the
Plan, and the Plan shall set forth the
manner in which the objective of maxi-
mum pozzible continuity of coverage is
to be accomplished. Binding coverage
immediately, subject to inspection, would
accomp lsh this and is encouraged.
§ 1905.7 Placement action after inspec-

tion report.
(a) The placement facility or insurer

to which a risk Is referred Ly the inspec-
tion facility shall complete an action re-
port and promptly notify the applicant
of the folo,azig:

(1) The amount of coverage that It
agrees to write; and, if the coverage is
with a surcharge, the amount of such
surcharges and the improvements needed
for coverage at a lower surcharged rate
and at an unsurcharged rate;

(2) The amount of coverage It agrees
to write if specified Improvements are
made; )r

(3) That it declines to write the cover-
age because the property does not meet
reasonable underwriting standards, in
which case It will also state the specific
Information from the inspection report
and other sources that constitutes the
basL for this determination.

b) No surcharge shall be made on
any risk unless It is based upon an ap-
propriate, objective, and Identifiable
physical condition of tha prope-ty, as dis-.
closed by an in.s'ection and speciked in
an inspection report, and no surcharge
shall be made on the basis of environ-
mental hazards.

(c) Reasonable undewriting stand-
ards for declination of risk must be
relevant to the perils against which in-
surance is sought. For example, they may
include:

(1) Physical condition of the prop-
erty; however, the mere fact that a
property does not satisfy all current
building code specifications would not,
in Itself, suffice;

(2) The property's present use, such
as extended vacancy (other than for re-
habilitation purposes) or the improper
storage of flammable materials; or

(3) Other specific characteristics of
ownership, condition, occupancy, or
maintenance that are violative of law or
public policy and that result in a sub-
stantially increased exposure to loss..

d) In the event that a risk is de-
clined on the basis that it does not meet
reasonable underwriting standards, or
that the coverage will be written on con-
dition that the property be Improved, the
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insurer or placement facility shall
promptly send copies of the inspection
and action reports to the applicant, ad-
vising him of the appeal procedures
available, including rights of appeal to
the State insurance authority under ap-
plicable State law. Appeal procedures
within tCc Plan shall provide for prompt
handling.
§ 1905.8 Prohibition of unnecessary re-

inspections.

In order to avoid unduly increasing the
costs of the program, no Plan shall re-
quire the annual or routine reinspection
of eligible risks for which coverage has
been previously obtained under the Plan.
Once an eligible risk has been inspected
and found insurable, the Plan may re-
quire its reinspection only (a) upon re-
quest of the property owner, (b) on a
limited basis for statistical purposes, (c)
upon change in type of occupancy, d)
upon a reasonable periodic schedule of
not more often than once every 3 years,
or (e) for cause, upon information or
well-founded belief that the occupancy
hazards or physical condition of the
property have substantially changed
since the last inspection.

§ 1905.9 Notice of cancellation or non-
renewal.

(a) Except in cases of owner or occu-
pant incendiarism, material misrepre-
sentation, or nonpayment of premium,
each Plan shall require its participating
insurers to give, and each such insurer
shall give, property owners no less than
30 days prior written notice of any can-
cellation or nonrenewal of coverage initi-
ated by the insurer with respect to any
eligible risk, whether or not such risk is
then insured under the Plan, in order to
allow the affected property owner suffi-
cient time to apply for an inspection and
to obtain coverage under the Plan if
necessary.

(b) For the purposes of this § 1905.9,
the term cancellation or nonrenewal shall
include (1) reductions in amounts of in-
surance and adverse modifications in
coverage initiated by the insurer with
respect to any owner individually, and
(2) refusals by the insurer or its agents
to renew any expiring coverage in any
line of essential property insurance pre-
viously provided to the property owner.

§ 1905.10 Impartial selection of adjust-
ers.

(a) No Plan or placement facility shall
discriminate by providing for the primary
use of services or any preferential treat-
ment of any adjuster to the exclusion,
detriment, or disadvantage of any other
adjuster of equal or equivalent profes-
sional qualifications in any formal or in-
formal arrangements made or promul-
gated for the adjustment of any insured
losses under policies or contracts of in-
surance Issued under the Plan.

(b) This § 1905.10 shall not be con-
strued to prohibit (1) the use by servicing
insurers of their adjusting staffs, (2) the
impartial appointment of a supervisory
adjuster with respect to any individual
loss directly insured by three or more
insurers, or (3) the obtaining of qualified

loss adjusters at the lowest admnistra-
tive cost for a reasonable period of time
by FAIR Plans through the adoption of
an impartial and periodic public bidding
procedure.
§ 1905.11 Coding and reports under the

Plan.

(a) The Plan shall provide for the
separate coding of policies ivritten pur-
suant to the Plan.

(b) The Plan shall provide for the
submitting to the State insurance author-
ity and the Administrator of periodic re-
ports setting forth the number of requests
for inspection, the number of risks In-
spected, and the results of referrals by the
facility, including by individual insurer
the number of risks accepted, the number
of risks conditionally accepted and rein-
spections made, the number of risks de-
clined, and such other information as the
State insurance authority or the Admin-
istrator may from time to time require.

(c) Not later than 90 days after the
close of its fiscal year, each placement
facility under the Plan shall furnish to
the Administrator a comprehensive re-
port on its operations during the year,
which at the minimum shall include such
information for the year as may be called
for on Form HUD-1603, Quarterly State
FAIR Plan Report. The first such report
shall include copies of all previously pub-
lished annual and interim reports not
already furnished to the Administrator.
Subsequent reports shall include any ad-
ditional printed or published report
under the Plan.

(d) For periods beginning on and after
January 1, 1970, each placement facility
under the Plan shall also provide the Ad-
ministrator with quarter-annual reports
of its current operations on Form HUD-
1603, which the Administrator shall furn-
ish to the facility. Such reports shall be
due not later than 90 days after the end
of each quarter. With respect to any pre-
vious quarter for which the reports re-
quired by this paragraph have not al-
ready been furnished, reports shall be due
not later than 90 days after the effective
date of this § 1905.11.
§ 1905.12 Inapplicability and waiver of

regulations.
(a) Notwithstanding the provisions of

§ 1905.3(a) (2), no Plan shall be required
to offer vandalism and malicious mischief
coverage in any State where by Septem-
ber 1, 1970, the State insurance authority
certifies that the availability of such cov-
erage in the normal market is adequate
to meet the demand for such coverage,
and that such adequate market avail-
ability also extends to properties that ob-
tain fire and extended coverage under
the Plan.

(b) Notwithstanding its effective date,
the application of any requirement im-
posed by this part to any existing Feder-
ally approved statewide FAIR Plan sh.ll
automatically be deferred until the close
of the first full regular session of the
State legislative body following such ef-
fective date in any State where the im-
plementation of such requirement is cer-
tified by the State insurance authority
by September 1, 1970, to be inconsistent

with or unauthorized by an applicable
State statute in force on such effective
date.

(c) In addition tb the specific waiver
authorized by paragraph (a), the Ad-
ministrator may waive compliance with
any other requirement of this part with
respect to any State, temporarily or In-
definitely, and in whole or in part, if the
State insurance authority certifies that
compliance Is unnecessary or Inadvisable
under local conditions or State law and
the Administrator concurs In such
certification.

PART 1906-STANDARD REINSUR-
ANCE CONTRACT

Sec.
1906.20
1906.21
1906.22
1906.23
1906.24:
1906.25
1906.26
1906.27
1906.28
1906.29
1906.30
1906.31
1906.32
1906.33
1906.34
1906.35
1906.36
1906.37
1906.38
1906.39

Statement of applicable law,
Definitions.
Offer to provide relsurance.
Effective date of offer.
Acceptance of offer.
Policies reinsured.
Premiums.
Assessments.
Claims.
Inception and eplratlon dates.
Cancellations.
Adjustments.
Insolvency.
Errors and omissions.
Restriction of benefits.
Participation in statewide plan.
Limitations on rolnsuranco.
Arbitration.
Access to bools and records.
Information and annual statements.

AuTHoRrT: The provisions of this Part
1906 issued under see. 1(d), 70 Stat, 070; 42
U.S.C.3535(d); see. 1103, 82 Stat. 600; 12
US.C. 1749bbb-17.

§ 1906.20 Statement of applicable law.
Title XII of the National Housing Act

(hereinafter referred to as the Act),
added by the Urban Property Protection
and Reinsurance Act of 1908, 12 U.S.C.
1749bbb-1749bbb-21, provides for a Na-
tional Insurance Development Program.
Pursuant to this title, the Secretary of
Housing and Urban Development Is au-
thorized to offer to any Insurer relnur-
ance against losses resulting from riots or
civil disorders, in all standard llnes of
property insurance enumerated under
subparagraphs (A) through CE) of sec-
tion 1203(a) (13) of the Act taken to-
gether, and, with respect to any State in
which such reinsurance Is purchased, to
offer reinsurance Individually on the
standard lines of property Insurance
enumerated under subparagraphs (V)
through J) of said section. Principal
eligibility requirements under the Act for
such reinsurance are set forth In
§ 1906.35.
§ 1906.21 Definitions.

As used in this part:
(a) "Aggregate losses" means the sum

total of losses resulting from riots or
civil disorders occurring in a State and
allocable to a State in which reinsur-
ance is provided;

(b) "Civil disorder" means:
(1) Any pattern of unlawful inci-

dents taking place within close proximity
as to time and place and involving prop-
erty damage Intentionally caused by per-
sons apparently having civil disruption,
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civil disobedience, or civil protest as a
primaky motivation, at least two of which
incidents result 11 property damage in

-excess of $1,000 each; or
(2) Any occurrence of property dam-

age in excess of $2,000 caused by persons
whose unlawful conduct in causing the
occurrence clearly manifests their pri-
mary -purpose of civil disruption, civil
disobedence, or civil protest;

(c) "Company" means any company
authorized to engage in the insurance
business under the laws of any State, ex-
cept that if there are t.o or more com-
panies within a State in which reinsur-
ance is to be provided under the contract
which as determined by the reinsurer:

(1) Are under common ownership and
ordinarily operate on a group basis; or

(2) Are under single management di-
rection; or

(3) Are otherwise determined by the
reinsurer to have substantially common
or interrelated ownership, direction,
management, or control; then all such
related, associated, or afffliated com-
panies, excluding nonadmitted com-
panies which ar6 not specifically in-
cluded by endorsement to the contract,
shall be reinsured only as one aggregate
entity;

(d) "Continuing organization, pool, or
association of insurers" means an indus-
try pool created to provide direct insur-
ance to meet special problems of insura-
bility, such as for a particular class or
type of business;

(e) "Contract" means the Standard
Reinsurance Contract;

(f) "Direct premiums earned" means
direct premiums earned as reported in
column 2 on page 14 of the company's
Fire and Casualty Annual Statement for
the specified calendar year, in the form
adopted by the National Association of
Insurance Commissioners, subject to (1)
adjustment as approved by the reinsurer
for cessions to pools, facilities, and asso-
ciations, and for the inclusion of partici-
pations in such pools, facilities, and asso-
ciations, and (2) such other appropriate
adjustments as may be approved or re-
quired by the reinsurer, which shall in-
clude adjustments for dividends paid or
credited to policyholders and reported in
column 3 on page 14, subject to a maxi-
mum credit of 20 per centum of direct
premiums earned for any one line of
insurance;

(g) "Excess aggregate losses" means
that part of aggregate losses which is
equal to the sum of-

(1) 90 percent of the company's ag-
gregate losses in excess of its net reten-
tion until the- company's 10-percent
share of aggregate losses under this sub-
paragraph (1) equals the amount of its
net retention;

(2) 95 percent of the company's re-
maining aggregate losses (after deduct-
ing the reinsurer's share of aggregate
losses under subparagraph (1) of this
paragraph in excess of twice its net re-
tention, until the company's 5-percent
share of aggregate losses under this sub-
paragraph (2) equals the amount of its
net retention; and

(3) 93 percent of the company's re-
maining aggregate losses (after deduct-
ing the reinsurer's share of aggregate
losses under subparagraphs (1) and (2)
of this paragraph) in excess of an
amount equal to three times its net
retention;

(h) "Losses" means all claims proved.
approved, and paid by the company
under reinsured policies, resulting from
riots or civil disorders occurring in a
State during the period of the contract.
after making proper deduction for sal-
vage and for recoveries other than rein-
surance, together with an allowance for
expense in connection therewith, hereby
agreed to equal an amount per claim of
eight per centum (8%) of the first
-$25,000 of any such claim, plus three per
centum (3%) of the amount by which
such claim exceeds $25,000 but Is less
than $100,000, plus one per centum
(1%) of the amount by which the claim
exceeds $100,000;

(i) "Net retention" means the amount
of aggregate losses that the company
must stand before the reinsurer's liability
attaches under the contract and shall be
one aggregate figure for each State
which shall be the larger of either $1,000
or the amount determined by applying
a factor of two and one-half per centum
(21 A%) to the specified percentage of
the company's direct premiums earned
in the State for the calendar year 1971
on those lines of insurance reinsured;

() "Property owner" means any in-
dividual or group of individuals, corpo-
ration, partnership, or asocaflon, or
any other organized groups of persons
having an insurable interest In any real,
personal, or mixed real and perzonal
property;

k) "Reinsurer" means the Federal
Insurance Administrator;

(1) "Riot" means any tumultuous dis-
turbance of the public peace by three or
more persons mutually assis'ting one an-
other, or otherwise acting In concert, in
the execution of a common purpose by
the unlawful use of force and violence
resulting in property damage of any
kind;

(m) "Specified percenLage" means
one- hundred per centum (100%) of the
direct premiums earned for each line of
insurance reinsured under the contract,
except that the specified percentage of
Homeowners multiple peril shall be
eighty-five per centum (85%) and that
of Commercial multiple peril shall be
sbfty-flve per centum (65%);

(n) "State" means the several States,
the District of Columbia, the Common-
wealth of Puerto Rico, the territories
and possessions, and the Trust Territory
of the Pacific Islands; and

(o) "State pool" means any State pool
or other facility required under State law
or approved by the State insurance au-
thority which is formed, associated, or
otherwise created as part of a statewide
plan for the purpose of making property
insurance more readily available.

§ 1906.22 Offer to provide reinsurance.

Pursuant to the provisions of the
Urban Property Protection and Reinsur-

ance Act of 1963, and subject to the
terms and conditions set forth in this
part, the reinsurer offers to enter into a
contract to pay, as reinsurance of the
company, the amount of the company's
exces aggregate losses resulting from
riots or civil disorders, in such lines of
mandatory and optional coverage as may
be designated by the company separately
for each State.

§ 1906.23 Effective date of offer.
The relnsuer's offer to provide rein-

surance under the terms and conditions
set forth in this part is effective at the
time this document is filed for public
inspection at the Office of the Federal
Reoster.

§ 1906.21 Acceptance of offer.

(a) Acceptance of this offer shall be
by teler-raphed or mailed notice of ac-
ceptance to the reinsurer. The date of
dispatch of this notice of acceptance,
which date chould be no later than 12
p.m., es.t., April 30, 1971, muzt be clearly
shown either by telegraph dispatch nota-
tion orpostmari.

(b) The teleram or letter accepting
this offer of reinsurance must indicate
the States In which reinsurance on lines
of mandatory coverage is to be provided
and must specifically designate for each
such State the lines of optional cover-
age for which reinsurance is to be pro-
vldcd. This notice of acceptance shall be
In substantially the following form:

The [name of incurer or Insurersl heby ,
accepta the offer as flied with the Offce oS
the Federal Pxolater of a Standard ns-
inzurance Ccntrat pursunt to the Urban
Property ProtcctIon and PoInsurance Ac5
of 1963 for the mandatory aud [spe-ifyj
optIonal lica In the following States:
ItTesifyI.

(c) Any company accepting this offer
of reinsurance in accordance with para-
graphs (a) and (b) of this section shall
be supplied copies of the Standard Re-
insurance Contract, Form HTJD-1601, for
execution and return to the reinsurer.

§ 1906.23 Policies reinsured.

(a) Reinsurance, under a Standard
Reinsurance Contract provided pursuant
to this offer, shall apply to:

(1) All policies or contracts of direct
property insurance issued by the com-
pany to any property owner, except for
policies for which the business is han-
dled for or throu7gh any State pool or any
other continuing organization, pool, or
association of insurers, and

(2) The company's participations in
State pools and, as may be approved by
the reinsurer, in other continuing orga-
nizations, pools, or associations of
insurers,

which policies, contracts, or participa-
tions are In force on the effective date
of the contract or which commence or
are renewed on or after such effective
date n all the mandatory and in such
optional standard lines of property in-
surance listed under paragraphs (b) and
(c) of this section as may be designated
separately for each State.
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(b) The lines of mandatory coverage
are:

(1) Fire and extended coverage;
(2) Vandalism and malicious mis-

chief;
(3) other allied lines of fire insurance;
(4) Burglary and theft; and
(5) Those portions of multiple peril

policies covering similar perils to those
provided in subparagraphs (1), (2), (3),
and (4) of this paragraph.

(c) The lines of optional coverage are:
(1) Inland marine;
(2) Glass;
(3) Boiler and machinery;
(4) Ocean marine; and
(5) Aircraft physical damage.

§ 1906.26 Premiums.
(a) The aggregate basic premium due

the reinsurer for the reinsurance cover-
age provided under the contract shall be
computed by applying an annual rate of
fifteen hundredths of one per centum
(0.15%) to an aggregate premium base
consisting of the sum of the products of
the company's direct premiums earned
in each State in each reinsured line for
the calendar year 1971 multiplied by the
specified percentage of such earned pre-
miums, as defined in § 1906.21. (f) and
(m).

(b) An advance premium, which shall
be an estimated premium only, shall be
computed by the company on the basis of
Its direct premiums earned in the calen-
dar year 1970 in the manner required for
the computation of the aggregate basic
premium. If any line of insurance is
added during the term of the contract
for which the company had no premium
writings in 1970, the premium base for
the advance premium shall be estimated
by State for the period from the date of
'attachment of coverage to the expiration
date of the contract. The aggregate ad-
vance premium shall be paid to the re-
Insurer without demand within 30 days
from the effective date of coverage. In-
terest shall accrue at six per centum
(6% per annum on any portion of the
advance premium which is not paid on
or before 30 days from its due date. The
actual amount of the. aggregate basic
premium shall subsequently be computed
and adjusted in accordance with the pro-
visions of this § 1906.26 and § 1906.31.

(c) If at any time the total amount of
excess aggregate losses incurred by the
reinsurer under the contract and all like
Standard Reinsurance Contracts issued
during the period between May 1, 1971,
and April 30, 1972, exceeds the total net
ambunt of all advance premiums col-
lected by the reinsurer during the same
period under all such contracts, the com-
pany shall be obligated to pay to the re-
insurer as an additional premium an
amount equal to ten hundredths of one
per centum (0.10%) of its aggregate
premium base as defined above. Such
additional premium shall be payable
within 30 days after the demand of the
reinsurer, either as an additional advance
premium estimated on the basis of direct
premiums earned for the year 1970 (and
subject to adjustment in accordance
with § 1906.31) or subsequent to adjust-

RULES AND REGULATIONS

ment, whichever the reinsurer may. de-
termine to be appropriate.

(d) The aggregate basic premium, to-
gether with any additional premium
which may be due the reinsurer in ac-
cordance with the preceding paragraph,
shall constitute the minimum reinsur-
ance premium payable for coverage
under the contract; and such reinsur-
ance premium shall be deemed fully
earned on the date that such reinsurance
coverage attaches, except as otherwise
provided in § 1906.30.
§ 1906.27 Assessments.

If any other company (or companies)
reinsured by the reinsurer under a like
Standard Reinsurance Contract incurs
aggregate losses in reinsured lines in any
State during the period of the contract,
which in total exceed its net retention
for all such lines, and as a result lodges
claims against the reinsurer, then the
company, on demand of the reinsurer,
shall pay to the reinsurer an assessment
sufficient to meet the company's equit-
able share of all such excess aggregate
losses incurred in the State, but only to
the extent that such losses exceed the
unused net amount of all reinsurance
premiums paid or payable by all rein-
sured companies into the National Insur-
ance Development Fund for the period
from August 1, 1968, through April 30,
1972 (including interest earned thereon),
for reinsurance in such State. Such share
shall be in the proportion that-

(a) The amount, if any, by which the
company's net retention in lines rein-
sured inder the contract in such State
exceeds the company's aggregate losses
in such lines, bears to

(b) The aggregate amount of un-
absorbed net retention for all the lines of
insurance of all companies reinsured
under the contract in such State,
but such share shall not exceed the
amount of the'company's unabsorbed net
retention under paragraph (a) of this
section. An assessment will be required
only after the termination of coverage
provided by the contract.
§ 1906.28 Claims.

(a) The company shall advise the res-
insurer by letter (1) of all losses from a
single occurrence which exceed $50,000
and (2) whenever it appears that aggre-
gate losses have been incurred in an
amount equal to ninety per centum
(90%) of the company's net retention in
any State, on the basis of its direct
premiums earned and reported to the
reinsurer for the calendar year 1970.

(b) When the company incurs aggre-
gate losses which exceed its net retention
in any State, the company may make
claim upon the reinsurer for the pay-
ment of excess aggregate losses in that
State by filing a certification of loss and
thereafter such supporting documenta-
tion of such losses as may be required by
the reinsurer, and following the receipt
of such certifications and documentation
the reinsurer shall, as promptly as pos-
sible, in such installments and on such
conditions as may be determined by the
reinsurer to be appropriate (including

advance payments made on the bassl of
preliminary certifications of loss filed in
advance of the final determination of the
ultimate amount of losses paid), pay to
the company the amount of such excem
aggregate losses subject to adjustments
on account of underpayments or
overpayments.

(c) If the ultimate amount of losses
to be paid by the company has not been
finally determined when the certification
of loss is filed, the company shall, in duo
course, file one or more supplementary
certifications of loss and thereafter the
reinsurer or the company, as the case
may be, shall pay the balance due.

(d) Claims paid pursuant to computa-
tions of net retentions based upon the
direct premiums earned for the calendar
year 1970 shall be recomputed and ad-
justed at the termination of the cover-
age provided by the contract on the basis
of direct premiums earned in reinsured
lines for the calendar year 1971.
§1906.29 Inception and expiration

dates.
(a) Provided the company has re-

quested reinsurance by States and lines
of coverage on or before April 30, 1971,
the Standard Reinsurance Contract shall
be in effect from 12:01 am., ex.t., on
May 1, 1971, and shall expire at 12 pm.
(midnight), es.t., on April 30, 1972, un-
less sooner terminated.

(b) If the company applies for cover-
age on or after May 1, 1971, the contract
shall be effective from 12:01 a.m., e.st.,
on the day after such application Is dis-
patched, as determined by the date of
postmark or telegram, provided the com-
pany requests coverage by State and line
and otherwise complies with the eligibil-
ity requirements of the contract.

(c) The contract applies only to losses
occurring during the term of the con-
tract as follows:

(1) If at the Inception of the con-
tract any riot or civil disorder is in prog-
ress, no coverage shall be provided for
losses resulting therefrom unless the con-
tract Is a continuation of coverage from
the previous year's contract.

(2) If the contract terminates while a
riot or civil disorder is In progress, no
coverage shall be provided for any losses
resulting therefrom which occur after
the date and time of termination of the
contract.
§ 1906.30 Cancellations.

(a) Reinsurance under the contract
may be canceled by the company in ito
entirety or with respect to any State
upon written notice by the company to
the reinsurer stating that it desires to
cancel the reinsurance coverage specified
and that It will pay any premium due the
reinsurer in accordance with the provi-
sions of the contract, subject to any ad-
justments which may be required under
§ 1906.31: Provided, however, That no
coverage shall attach under the contract
if the company has willfully concealed
or misrepresented any material fact with
respect thereto.

(b) Reinsurance under the contract
may be'canceled by the reinsurer In Its
entirety or with respect to any State
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upon 30 days written notice to the com-
pany of such cancellation, stating the
reasons for cancellation, which shall be
limited to one or more of the following
grounds: Fraud or misrepresentation
subsequent to the inception of the con-
tract, nonpayment of premium or any
other amount due the reinsurer, and the
grounds set forth in paragraph (b) of
§ 1906.36.

(C) Whenever the reinsurer deter-
'mines, in his discretion, that any can-

cellation of reinsurance is involuntary
and without fault on the part of the
company, the premium due the reinsurer
for the coverage afforded under the con-
tract shall be prorated in the ratio of-

(1) The number of days for which cov-
erage was provided prior to the cancella-
tion of such coverage plus 30, to

(2) The total number of days of cov-
erage provided under the contract from
the inception of such coverage up to and
including April 30, 1972.

(d) In the event of any cancellation
of reinsurance coverage under this
§ 1906.30, the net retention and assess-
ment of such company shall be com-
puted, without proration, on the basis
of the direct premiums earned for the
calendar year 1971. Refunds of premi-
ums, if any, due the company upon can-
cellation may, at the discretion of the
reinsurer, be deferred until after final
adjustments have been made in accord-
ance with the provisions of § 1906.31.
§ 1906.31 Adjustments.

(a) The-company shall report to the
reinsurer within 60 days after request
its direct premiums earned for the calen-
dar year 1971 in alf reinsured lines in all.
States for which reinsurance was pro-
vided under the contract, for the pur-
pose of computing and adjusting the
reinsurance premium due to the rei-
surer with respect to the coverage pro-
vided. The direct premiums earned to
be reported for any line of insurance
added during the contract term for any
State in which the company had no pre-
mium writings in such line in 1971 shall
be the direct premiums earned for the
first 4 months of 1972 as estimated by
the company, subject to audit by the
reinsurer.

(b) In no event shall the adjusted-
amount of direct premiums earned by
the company result in a basic premium to
the reinsurer in an amount less than $25
for each State during the contract year,
which shall constitute the minimum ad-
justed reinsurance premium for any
State under the contract.

(c) On or before July 31, 1972, or
such later date as may be permitted at
the option of the reinsurer, the company
shall report to the reinsurer its aggre-
gate losses, for the purpose of comput-
ing and adjusting excess aggregate losses
and assessments.

(d) Any overpayment or underpay-
ment between the reinsurer and the com-
pany shall be adjusted and paid in ac-
cordance with the obligations assumed
under the contract.

§ 1906.32 Insolvency.
(a) In the event of insolvency of the

company the reinsurance under the con-
tract shall be payable by the reinsurer to
the company or to Its liquidator, receiver,
or statutory successor on the basis of the
liability of the company under all poli-
cies, contracts, or participation shares re-
insured without diminution because of
the insolvency of the company.

(b) It is further agreed that the liq-
uidator, or receiver, or statutory suc-
cessor of the company shall give written
notice to the reinsurer of the pendency
of any claim against the company on the
policies, contracts, or participation shares
reinsured within a reasonable time after
such claim is filed in the insolvency pro-
ceeding, and that during the pendency
of such claim the reinsurer may investi-
gate such claim and interpose, at its own
expense, in the proceeding where such
claim is to be adjudicated, any defense or
defenses which may be deemed available
to the company or its liquidator, receiver,
or statutory successor. The expense thus
incurred by the reinsurer shall be charge-
able, subject to court approval, against
the company as part of the expense of
liquidation to the extent of a proportion-
ate share of the benefit which may ac-
crue to the company solely as a result of
the defense undertaken by the reinsurer.
§ 1906.33 Errors and omissions.

Inadvertent delays, errors, or omissions
made in connection with any transac-
tion under the contract shall not relieve
either party from any liability which
would have attached had such delay, er-
ror, or omission not occurred, provided
always that such delay, error, or omis-
sion is rectified as soon as possible after
discovery.
§ 1906.34 Restriction of benefits.

No Member of or Delegate to Congress,
or Resident Commissioner, shall be ad-
mitted to any share or part of the con-
tract, or to any benefit that may arise
therefrom; but this provision shall not be
construed to extend to the contract if
made with a corporation for its general
benefit.
§ 1906.35 Participation in statewide

plans.
(a) No reinsurance shall be offered or

effective under the contract in any State
unless there is in effect in such State, on
the date coverage commences, a continu-
ing statewide plan to make essential
property insurance more widely avail-
able, and the company is fully participat-
ing in such plan on a risk-bearing basis
and is certified by the State insurance
authority as meeting the requirements of
this § 1906.35. Except with respect to its
runoff business after ceasing to do busi-
ness within a State, the company shall
not be eligible for reinsurance under the
contract in any State in which It is not
engaged in the direct writing of property
insurance at the time coverage is re-
quested, or in which it is writing business
on a nonadmitted basis, unless It reports

such nonadmitted busness to the State
insurance authority and participates in
the statewide plan of such State on the
basis of such reported business. The com-
pany shall file and maintain with the
State insurance authority in each State
in which it is participating in the state-
wide plan a statement pledging Its full
participation and cooperation in carry-
ing out the plan and shall file a copy of
each such statement with the reinsurer.
The company shall not direct any agent,
broker, or other producer not to solicit
business through such plans and shall not
penalize in any ray any agent, broker, or
other producer for submitting applica-
tions for Insurance under such plans. The
company shall also establish and carry
out an education and public information
program to encourage agents, brokers,
and other producers to utilize the pro-
grams and facilities available under such
statewide plans.

(b) In the event that the company
after the inception of the contract volun-
tarily withdraws from any State plan,
pool, or other facility required by the
provisions of this section, such with-
drawal shall be deemed to constitute
cancellation by the company with respect
to that State as of the effective date of
the withdrawal.
§ 1906.36 Limitations on reinsurance.

(a) Reinsurance hereunder shall not
be applicable to insurance policies sub-
sequently written in a State by the com-
pany after the close of the second full
regular session of the appropriate State
legislative body following August 1, 1968.
if the State has not enacted legislation
to reimburse the reinsurer, as necessary,
for the portion of the aggregate losses
specified in section 1223(a) (1) of the
National Housing Act (12 U.S.C. 1749
bbb-9(a)), paid by the reinsurer under
the contract.

(b) The reinsurer shall cancel cover-
age, in accordance with the provisions
of the contract, with respect to any State
inwhich-

(1) The reinsurer has found (after
consultation with the State insurance
authority) that (U) it is necessary to have
a suitable program adopted, in addition
to required statewide plans, to make es-
sential property insurance available
without regard to environmental hazards
and that such a program has not been
adopted, or (iI) the company is not fully
participating in the statewide plan; and,
where it exists, in a State pool or other
facility; and, where it exists, in any other
program found necessary to make es-
sential property insurance more readily
available in the State; or

(2) Following a merger, acquisition,
consolidation, or reorganization involv-
ing the company and one or more
insurer. with or without such reinsur-
ance, the surviving insurer does not meet
all criteria of eligibility for reinsurance
and within 10 days pay any reinsurance
premiums due; or

(3) The reinsurer has found (after
consultation with the State insurance
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authority) that a statewide plan Is not
complying with the reinsurer's statutory
or regulatory criteria or has become
inoperative.

(c) Notwithstanding the foregoing
provisionls, reinsurance may at the elec-
tion of the company be continued, up to
and including April 30, 1972, for the term
of such policies and contracts reinsured
prior to the date of termination of re-
insurance under this § 1906.36, provided
the company pays the reinsurance
premiums in such amounts as may be
required. For the purposes of this
§ 1906.36, the renewal, extension, modi-
fication, or other change in a policy or
contract for which any additional
premium is charged, shall be deemed to
be a policy or contract written on the
date such change was made.

(d) Reinsurance, under the contract
shall be subject to all of the provisions
of the Urban Property Protection and
Reinsurance Act of 1968, 12 U..C.
1749bbb-1749bbb-21, and to all regula-
tions duly promulgated by the reinsurer
pursuant thereto prior to the inception
of any particular coverage provided
under the contract.

1906.37 Arbitration.
(a) If any misunderstanding or dis-

pute arises between the company and the
reinsurer with reference to the amount
of premium due, the amount of loss, or
to any other factual issue under any pro-
vision of the contract, other than as to
legal liability or interpretation of law,
such misunderstanding or dispute may
be submitted to arbitration for a deter-
mination which shall be binding only
upon approval by the reinsurer. The com-
pany and the reinsurer may agree on and
appoint an arbitrator who shall investi-
gate the subject of the misunderstanding
or dispute and make his determination.
If the company and the reinsurer can-
not agree on the appointment of an
arbitrator, than two arbitrators shall be
appointed, one to be chosen by the com-
pany and one by the reinsurer.

(b) The two arbitrators so chosen, If
they are unable to reach an agreement,
shall select a third arbitrator who shall
act as umpire, and such umpire's deter-
mination shall become final only upon
approval by the reinsurer. The company
and the reinsurer shall bear equally all
expenses of the arbitration.

(c) Findings, proposed awards, and
determinations resulting from arbitra-
tion proceedings carried out under this
§ 1906.37, shall, upon objection by the
reinsurer or the company, be inadmissi-
ble as evidence in any subsequent pro-
ceedings in any court of competent
jurisdiction.
§ 1906.38 Access to books and records,

The reinsurer and the Comptroller
General of the United States, or their
duly authorized representative, shall
have access for the purpose of invest-
gation, audit, and examination to any
books documents, papers, and records of
the company that are pertinent to the
business reinsured under the contract
Such audits shall be conducted to the

maximum extent feasible in cooperation
with the State insurance authorities and
through the use of their examining fa-
cilities. The company shall keep records
which fully disclose all matters pertinent
to the business reinsured, including pre-
miums and claims paid or payable under
the contract. Records relating to premi-
ums shall be retained and available for
three (3) years after final adjustment of
premiums, and to reinsurance claims
three (3) years after final adjustment of
such claims.
§ 1906.39 Information and annual state-

ments.
The company shall furnish to the re-

insurer such summaries and analyses of
information in its records as may be nec-
essary to carry out the purposes of the
Urban Property Protection and Rein-
surance Act of 1968, 12 U.S.C. 1749bbb-
1749bbb-21, in such form as the rein-
surer, in cooperation with the State
insurance authority, shall prescribe; and
the company shall file with the reinsurer
a true and correct copy of the company's
Fire and Casualty Annual Statement, or
amendment thereof, as filed with the
State insurance authority of the com-
pany's domiciliary State, at the time it
files such statement or amendment with
the State insurance authority. The com-
pany shall also file with thd reinsurer
an equivalent of page 14 of such annual
statement for each State in which rein-
surance is provided under the contract.

PART 1907-STATE REIMBURSEMENT
REQUIREMENT

Sec.
1907.1 State reimbursement requirement In

general.
1907.2 Amount of State share.
1907.3 Timing of State legislation.
1907.4 Source of State share.
1907.5 Timing of State payments.
1907.6 Effect of failure to enact State legis-

lation.
1907.7 Notflcation of enactment.

Avmosr: The provisions of this Part 1907
issued under sec. 7(d), 79 Stat. 670; 42 U..O.
3535(d); sec. 1103, 82 Stat. 5W0; 12 U.S.C.
1749bbb-17.
§ 1907.1 State reimbursement require.

ment in general
(a) Section 1223(a) (1) of the National

Housing Act (12 U.S.C. 1749bbb-9), added
by the Urban Property Protection and
Reinsurance Act of 1968, hereinafter
referred to as the "Act," prohibits the
Secretary of Housing and Urban Develop-
ment from offering riot loss reinsurance
with respect to any line of insurance in a
State which does not by the close of the
second full regular session of the appro-
priate State legislative body following
August 1, 1968, adopt legislation, retro-
active to August 1, 1968, which enables
it to reimburse him annually (to the ex-
tent necessary) for a portion of the
claims he pays in connection with exces-
sive losses which may occur in that State
with respect to the line of insurance rein-
sured. While in many States no actual
payment may be required, legislation pro-
viding for such payment, If needed, Is re-

quired for the continued provision of
Federal riot loss reinsurance.

(b) The minimum linen of Insurance
for which State reimbursement lcgala-
tion is required as a condition of con-
tinued Federal reinsurance for any lino
are: (1) Fire and extended coverage, (2)
vandalism and maliclou mischlef, (3)
other allied lines of fire Insurance, (4)
burglary and theft, and (6) those por-
tions of multiple peril policies covering
similar perils to those provided in sub-
paragraphs (1), (2), (3), and (4) of this
paragraph. Optional lines of insurance
for which State reimbursement legisla-
tion may be enacted on either a group
basis or an individual basis are Inland
marine, glass, boiler and machinery,
ocean marine, and aircraft physical
damage. But no line of Insurance will be
eligible for Federal reinsurance In any
State after the specified date unless.
It Is included, either explicity or im-
plicity, within the State reimbursoment
legislation.
§ 1907.2 Amount of State share. ,

(a) The actual State share is limited
to the amount by which the Secoretary's
total reinsured losses in the State during
the current year exceed the total reinsur-
ance premiums received for the samo
year, and such State share Is reduced
by (1) any excess of net reinsuranco
premiums over reinsured looses realized
from business In that State since the
year for which reimbursement vas last
required, and (2) any assessments of re-
insured companies made under the Fed-
eral Standard Reinsurance Contract
with respect to the current year.

(b) The matmum State share in any
1 year is an amount equal to 5 percent of
the aggregate or total property Insurance
premiums earned in the State during the
calendar year Immediately preceding the
end of the reinsurance contract year on
all lines of insurance for which any re-
insurance Is provided by the Sccretary
in the State during the contract year,
regardless of the number of companies
actually purchasing Federal reinsurance,
§ 1907.3 Timing of Statolegislation.

To enable companies doIng busIness
within a State to continue to particlpato
in the Federal reinsurance program, the
State must enact th, necesary relm-
bursement legislation by the clo.e of tho
second full regular cession of the ap-
propriate State legisLative body after
August 1, 1968, when the Federal Act
became law.
§ 1907.4 Source of State share.

Funds for the State share may bb
raised in any constitutional manner con-
sistent with the intent of the Federal Act
to place appropriate responsibility upon
the State to share in property insurance
losses resulting from riots or civil dis-
orders. The Federal Act provides that the
Secretary Is to be reimbursed by the
State, its political subdivis!ons, or a gov-
ernmental corporation or fund estab-
lished pursuant to State law. Thus, the
State share should be financed out of
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general revenues or in some other man-
ner which broadly distributes the burden
of property insurance losses resulting
from riots or civil disorders.
§ 1907.5 Timing of State payments.

It is not required that funds for the
State share be made available in advance
of the year in which the losses occur.
However, the State legislation must pro-
vide for a method of financing the State
share which will assure timely reimburse-
ment of the Secretary. It is anticipated
that notification by the Secretary as to
the amount of the State share due with
respect to losses in any given year will
not be made until the third quarter of
the succeeding year. The State-payment
will be due and payable approximately
60 to 90 days thereafter.
§ 1907.6 Effect of failure to enact State

legislation.
If appropriate legislation is not en-

acted in a given State within the time
specified, no Federal reinsurance may
thereafter be offered or made applicable
to insurance policies written in that State
until such legislation is enacted. How-
ever, Federal reinsurance on insurance
policieswritten prior to the specified date
for the enactment of the State's reim-
bursement legislation may be continued
for the remainder of the current Federal
contract year, which ends on April 30.
§ 1907.7 Notification of enactment.

In-order to prevent unnecessary lapses
in Federal reinsurance coverage, each
State insurance authority is requested
promptly to notify the Federal Insurance
Administrator, Department of Housing
and Urban Development, Washington,
D.C. 20410, of the date on which the
State's reimbursement legislation is ef-
fective and to provide him with a copy of
the enacted legislation.
SUBCHAPTER B-NATIONAL FLOOD INSURANCE

PROGRAM

PART 1909-GENERAL PROVISIONS
Subpart A--General

See.
1909.1 Definitions.
1909.2 Description of program.
1909.3 Emergency program.

Subpart B-Eligibility Requirements
1909.21 Purpose of subpart.
1909.22 Prerequisites for the sale of flood

insurance.
1909.23 Priorities for the sale of flood in-

surance under the regular
program.

1909.24 Suspensions of community
eligibility.

Aur o-r=: The provisions of this Part
1909 issued under sec. 7(d), 79 Stat. 670; 42
U.S.C. 3535(d); sec. 1306, 82 Stat. 575; 42
U.S.C. 4013; sec. 1361, 82 Stat. 587; 42 U.S.C.
4102.

Subpart A-General
§ 1909.1 Definitions.

As used in this subchapter-
"Accounting period" means any an-

nual period during which the agreement
is in effect, commencing on July 1 and
ending on June 30. Each accounting
period under the agreement applies sep-

arately to the insurance premiums pay-
able, losses incurred, premium equaliza-
tion and reinsurance payments due, and
operating costs and allowances attribut-
able with respect to all policies issued
under the program during the account-
ingperiod.

"Act" means the National Flood In-
surance Act of 1968, as amended, 42
U.S.C. 4001-4127.

"Actuarial rates" means the risk pre-
mium rates, estimated by the Adminis-
trator for individual communities pur-
suant to studies and investigations
undertaken by him in accordance with
section 1307 of the Act in order to pro-
vide flood insurance in accordance with
accepted actuarial principles. Actuarial
rates also contain provision for operating
costs and allowances.

"Actuarial rate zone" means a zone
identified on a Flood Insurance Rate Map
as subject to a specified degree of flood or
mudslide hazards, to which a particular
set of actuarial rates applies.

"Administrator" means the Federal
Insurance Administrator, to whom the
Secretary has delegated the administra-
tion of the program (34 F-R. 2680-81,
Feb 27,1969).

"Affiliates" means two or more asso-
ciated business concerns which are or
can be directly or indirectly controlled
by one or more of the affiliates or by a
third party.

"Agreement" means the contract en-
tered into for any accounting period by
and between the Administrator and the
Association whereby the Association will
provide-policies of flood insurance under
the program within designated areas and
will adjust and pay claims for losses aris-
ing under such policies. The agreement
is renewed automatically with respect to
each subsequent accounting period unles
either the Administrator or the Associ-
ation gives the other written notice of
intention to terminate on or before Jan-
uary 31 of the then current accounting
period.

"Applicant" means a community whose
legislative body has indicated a desire to
participate in the National Food Insur-
ance Program.

"Association" means the National
Mood Insurers Association and, as the
context may indicate, the insurance pool
composed of two or more of its members
or any member acting for or on behalf
of the Association under the agreement.

"Chargeable rates" means the reason-
able premium rates, estimated by the
Administrator in accordance with section
1308 of the Act, which are established
in order to encourage the purchase of
flood insurance.

"Coastal high hazard area" means the
portion of a coastal flood plain having
special flood hazards that is subject to
high velocity waters, including hurricane
wave wash and tsunamis.

"Community" means any State or po-
litical subdivision thereof with author-
ity to adopt and enforce land use and
control measures for the areas within
its jurisdiction.

"Criteria" means the comprehensive
criteria for land use and control meas-

ures developed under section 1361 of the
Act for the purposes set forth in
§§ 1910.21 and 1910.42 of this subchapter.

"Deductible" means the fixed amount
or percentage of any loss not covered by
an insurance policy. The amount of the
deductible must be exceeded before in-
surance coverage takes effect.

"Department" means the US. Depart-
ment of Housing and Urban Develop-
ment, 451 Seventh Street SW., Washing-
ton, DC 20410.

"Dwelling" or "dwelling property"
means a structure designed for the occu-
pancy of from one to four families, in-
eluding such a building while in the
course of construction, alteration, or re-
pair, but does not include building mate-
rials or supplies intended for use in such
construction, alteration, or repair, unless
such materials or supplies are within an
enclosed building on the premises.

"Eligible community" means a com-
munity in which the Administrator has
authorized the sale of flood Insurance
under the program.

"Emergency Flood Insurance Map"
means an official map on which the Ad-
ministrator has delineated one or more
areas eligible for the sale of insurance
under the Emergency Flood Insurance
Program.

"Emergency Flood Insurance Pro-
grm" or "emergency program" means
the National Flood Insurance Prozram
authorized by the Act, as implemented
on an emergency basis and without the
need for individual community rate-
making studies, in accordance with sec-
tion 1336 of the Act, 42 US.C. 4056.

"Flood" or "flooding" means a general
and temporary condition of partial or
complete inundation of normally dry
land areas from (a) the overflow of
streams, rivers, or other inland water,
or (b) abnormally high tidal water on
rising coastal waters resulting from
severe storms, hurricanes, or tsunamis.

"Flood Hazard Boundary Map" means
an official map or plat of a community,
Issued or approved by the Administrator,
on which the boundaries of the flood
plain and/or mudslide areas having spe-
cial hazards have been drawn. This map
must conform to the Special Flood Haz-
ard Map and be of sufficient scale and
clarity to permit the ready identification
of individual building sites as either
within or without the area having spe-
cial flood hazards.

"Flood Insurance" means insurance
coverage for both floods and mudslides
under the program.

"Flood Insurance Rate Map" means an
officlal map of a community, on which
the Administrator has delineated the area
in which flood insurance may be sold
under the regular flood insurance pro-
gram and the actuarial rate zones appli-
cable to such area.

"Flood plain" or "flood-prone aria'"
means a land area adjoining a river,
stream, watercourse, ocean, bay, or lake,
which is likely to be flooded.

"Flood plain area having special flood
hazards" means that maximum area of
the flood plain that, on the average, is
likely to be flooded once every 100 years
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(i.e., that has a 1-percent chance of
being flooded each year).

"Flood plain management" means the
'operation of an overall program of cor-
rective and preventive measures for re-
ducing flood damage, including but not
limited to emergency preparedness plans,
flood control works, and land use and
control measures.

"Floodprooflng" means any combina-
tion of structural and nonstructural ad-
ditions, changes, or adjustments to prop-
erties and structures which reduce or
eliminate flood damage to lands, water
and sanitary facilities, structures, and
contents of buildings.

"Floodway" means the channel of a
river or other watercourse and the ad-
jacent land areas required to carry and
discharge a flood of a given magnitude.

"Floodway encroachment lines" means
the lines marking the limits of floodways
on official Federal, State, and local flood
plain maps.

"Insurance adjustment organization"
means any organization or person en-
gaged in the business of adjusting loss
claims arising under insurance policies
issued by an insurance company or other
insurer.

"Insurance company" or "insurer"
means any person or organization au-
thorized to engage in the insurance
business under the laws -of any State.

"Land use and control measures"
means zoning ordinances, subdivision
regulations, building codes, health regu-
lations, and other applications and ex-
tensions of the normal police power, to
provide standards and effective enforce-
ment provisions for the prudent use and
occupancy of flood-prone and mudslide
areas.

"Mudslide" means a general and tem-
porary movement down a slope of a mass
of rock or soil, artificial fill, or a com-
bination of these materials, caused or
precipitated by the accumulation of
water on or under the ground.

"Mudslide area" or "mudslide-prone
area" means an area characterized by
unstable slopes and land surfaces, whose
history, geology, soil and bedrock struc-
ture, and climate indicate a potential for
mudslides.

"Mudslide area having special mud-
slide hazards" means a mudslide area
with a high potential for mudslides.

"Mudslide area management" means
the operation of an overall program of
corrective and preventive measures for
reducing mudslide damage, including but
not limited to emergency preparedness
plans, mudslide control works, and land
use and control measures.

"National Flood Insurers Association"
is the Association sponsoring the indus-
try flood insurance pool formed in ac-
cordance with sections 1331 and 1332 of
the Act (see "Agreement" and "Associa-
tion"). The Association headquarters is
located at 160 Water Street, New York,
NY 10038.

"100-year flood" means the highest
level of flooding that, on the average, is
likely to occur once every 100 years (i.e,
that has a 1-percent chance of occurring
each year).

"Person" includes any individual or
group of individuals, corporation, part-
nership, association, or any other orga-
nized group of persons, including State
and local governments and agencies
thereof.

"Policy" means the Standard Flood
Insurance policy.

"Policyholder premium" means the
total insurance premium payable by the
insured for the coverage or coverages
provided under the policy. The calcula-
tionof the policyholder premium may be
based upon either chargeable rates or
actuarial rates, or a combination of both.

"Program" means the overall National
Flood Insurance Program authorized by
the Act, including its required cobrdina-
tion with land management programs in
flood-prone areas under both the 1968
Act (regular program) and the 1969
amendment adding section 1336 (emer-
gency program) to the Act.

"Secretary" means the Secretary of
Housing and Urban Development.

"Small business" means a concern
which together with its affiliates does not
have assets exceeding $5 million, does not
have a net worth in excess of $2 /2 mil-
lion, and does not have an average net
income after Federal income taxes for
the preceding 2 fiscal years in excess of
$250,000 (average net income to be com-
puted without benefit of any carryover
loss).

"Small business property" means a
structure owned or leased and operated
by a small business, including hotels and
motels primarily used for transient occu-
pancy of less than 6 months but ex-
cluding all other residential properties.
The term includes such a structure while
in the course of construction, alteration,
or repair, but does not include building
materials or supplies intended for use in
such construction, alteration, or repair,
unless such materials or supplies are
within an enclosed building on the
premises.

"Special Flood Hazard Map" means
the official map designated by the Ad-
ministrator to identify (a) flood plain
areas having special flood hazards, and/
or (b) mudslide areas having special
mudslide hazards.

"Standard Flood Insurance Policy"
means a standard contract or policy by
means of which flood insurance coverage
under the program is made available to
an insured by the Association. The form
of the policy, as well as its terms and
conditions, is approved by the admin-
istrator and is uniform with respect to
all areas.

"Start of construction" means the first
placement of permanent construction on
a site, such as the pouring of slabs or
footings or any work beyond the stage of
excavation. For a structure without a
basement or poured footings, the start
of construction includes the first perma-
nent framing or assembly of the struc-
ture or any part thereof on its pilings or
foundation, or the affixing of any pre-
fabricated structure or mobile home to
its permanent site. Permanent construc-
tion does not include land preparation,
land clearing, grading, filling; excava-

tion for basement, footings, piers, or
foundations; erection of temporary
form; the installation of piling under
proposed subsurface footings; installa-
tion of sewer, gas, and water pipes, or
electric or other service lines from the
street; or existence on the property of
accessory buildings, such as garages or
sheds not occupied as dwelling units or
not a part of the main structure.

"State" means the several States, the
District of Columbia, the territories and
possessions, the Commonwealth of Puerto
Rico, and the Trust Territory of the
Pacific Islands.

"Substantial Improvement" means any
repair, reconstruction, or improvement of
a structure, the cost of which equals or
exceeds 50 percent of the actual cash
value of the structure either (a) before
the improvement Is started, or (b) If the
structure has been damaged and Is being
restored, before the damage occurred.
Substantial Improvement is started when
the first alteration of any structural part
of the building commences.

"Water surface elevation" means the
heights in relation to Mean Sea Level
expected to be reached by floods of vari-
ous magnitudes and frequencies at perti-
nent points in the flood plains of coastal
or riverine areas.
§ 1909.2 Description of program.

(a) The National Flood Insurance Act
of 1968 was enacted by title 2CU of the
Housing and Urban Development Act of
1968 (Public Law 90-448, August 1, 1968)
to provide previously umavailable flood
insurance protection to property owners
in flood-prone areas. ludslide protection
was added to the program by the Housing
and Urban Development Act of 1909
(Public Law 91-152, December 24, 1069),
The program operates through an insur-
ance industry pool under the auspices of
the National Flood Insurers Association,
by means of a Federal subsidy to make up
the difference between actuarial rates
and the rates actually charged to con-
sumers for the protection provided. In
many cases, the Federal subsidy amounts
to more than 90 percent of the cost of the
insurance.

(b) In order to qualify for the sale of
federally subsidized flood insurance be-
fore December 31, 1971, a community
must agree to adopt and enforce ade-
quate land use and control measures,
consistent with Federal criteria (set
forth in Part 1910 of this subehapter)
by that date. Such measures must be
designed to reduce or avoid future flood
or mudslide damage and include effective
enforcement provisions. Federal flood in-
surance may not be sold after Decem-
ber 31, 1971, in any community that has
not by that date adopted the required
local ordinances. Section 1909.24 provides
for the reinstatement of eligibility in
communities that adopt such measures
after that date.

(c) Communities that do not Initially
qualify for the sale of insurance by De-
cember 31, 1971, must adopt and sub-
mit the required land use and control
measures to the Administrator as part
of their application. If the measures
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submitted appear to be consistent with
Subpart A of Part 1910 of this subchap-
ter, they will be accepted, subject to more
detailed subsequent review and/or the
availability of additional technical infor-
mation.

(d) Mimimum requirements for ade-
quate land use and control measures
are set forth in § 1910.3 of this subchap-,
ter for flood-prone areas and in
§ 1910.4 of this subchapter for mud-
slide areas. Each community must meet
the applicable requirements, which are
based on the amount of technical infor-
mation available to the community. A
flood-prone community must control de-
velopment within the area of the 100-
year flood unless it is determined for
good cause that such a standard would
not be economically and socially desirable
and would unreasonably curtail its fu-
ture growth and vitality. If the commu-
nity in good faith makes such a
determination, it must submit the ordi-
nances it has adopted, together with eco-
nomic and technical justification for the
lesser standards they contain, to the
Administrator for his review in accord-
ance with § 1910.5 of this subchapter. If
the Administrator does not concur in the
community's determinations, he will
inform the community of the modifica-
tions it must make in its measures and
give it a specified period of time to
make the required modifications. During
this period the community's eligibility
for the sale of flood insurance will be
unaffected.
§ 1909.3 Emergency program.

The 1968 Act required a ratemaking
study to be undertaken for each com-
munity before it could become eligible
for the sale of flood insurance. Since
this requirement resulted in a delay in
providing insurance, the Congress, in
section 408 of. the Housing and Urban
Development Act of 1969 (Public Law
91-152, December 24, 1969), established
an Emergency Flood Insurance Pro-
gram as a new section 1336 of the Na-
tional lood Insurance Act (42 U.S.C.
4056) to permit the early sale of insur-
ance in flood-prone communities. The
emergency program (which was author-
ized forthe 2-year period ending De-
cember 31, 1971) does not affect the re-
quirement that a community must adopt
adequate land use and control measures
but permits insurance to be sold before
a study is conducted to determine actu-
arial rates for the community. The
amended program still requires the
charging of actuarial rates for higher
limits of coverage for existing structures
and for all new construction in areas
having special flood and/or mudslide
hazards. After December 31, 1971, under
existing law, no properties can be newly
insured or have policies renewed except
those in communities for which actuarial
rates are available.

Subpart B-Eligibility Requirements

§ 1909.21 Puirpose of subpart.-
This subpart lists actions that must be

taken by a community to become eli-

gible and to remain eligible for the flood
insurance program.
§ 1909.22 Prerequisites for the sale of

flood insurance.
(a) In order to qualify for Federal

flood insurance a community must apply
for eligibility for the entire area within
its jurisdiction, and must submit-

(1) Copies of official legislative and
executive actions indicating a local
need for flood insurance and an explicit
desire to participate in the Federal Flood
Insurance Program;

(2) Citations to State and local stat-
utes and ordinances authorizing actions
regulating land use and copies of the
local laws and regulations cited;

(3) A summary of State and local
public and private flood plain or mud-
slide arda management measures, if any,
that have been adopted for the flood
plain areas and/or mudslide areas in the
community. This subrmlon may be in
any suitable form, but should list or en-
close copies of easements, zoning, build-
ing, and subdivision regulations, health
codes, and other corrective and preven-
tive measures instituted to reduce or
prevent flood or mudslide damage;

(4) A large-scale map of the entire
area under the community's jurisdiction,
identifying local flood plain areas and
mudslide areas, if any, and showing the
names of rivers, bays, gulfs, lakes, and
similar bodies of water that cauze floods;

(5) A brief summary of the communi-
ty's history of flooding and/or mudslides
and the characteristics of its flood plain
and/or mudslide areas, if available, In-
cluding the locations of any known hIgh
water marks and/or mudalide occur-
rences. A current flood plain informa-
tion report prepared by the U.S. Army
Corps of Engineers or a sImMr report
will satisfy the requirements of this sub-
paragraph and the preceding subpara-
graph with respect to flood plain areas;

(6) A clean map of the community,
preferably in black and white, dearly
delineating its corporate limits, which
can be reproduced for publication. If the
best available map is copyrighted, a let-
ter of release must be obtained;

(7) A list of the incorporated com-
munities within the applicant's bounda-
ries (if the application is made on behalf
of a county or a political subdivision con-
taining more than one incorporated com-
munity);

(8) Estimates relating to flood-prone
area concerning:

(i) Population,
(ii) Number of one to four family

residences,
(iII) Number of small businees;
(9) Address of a local repository, such

as a municipal buiding, where the flood
insurance and flood hazard maps will be
made available for public inspection;

(10) If applying before December 31,
1971, a commitment to adopt by that date
and maintain in force for areas having
special flood and/or mudslide haz' ds
adequate land use and control measures
with effective enforcement provisions
consistent with the criteria set forth in
Part 1910 of this subchapter;

(11) If applying after December 31,
1971, a copy of the land use and control
measures the community has adopted in
order to meet the requirements of
§1910.3 and/or § 1910.4 of this sub-
chapter;

(12) A commitment to recognize and
duly evaluate flood and/or mudzlde
1va"n.ds in all official actions relative to
land use in the areas having special flood
and/or mudslide hazards and to take
such other official action as may be
reonably necezzary to carry out the
objectives of the program; and

(13) A commitment to:
(I) Delineate or assist the Administra-

tor, at his requezt, in delineating the
limits of the areas having special flood
and/or mudsllde hazard3 on available
local map3 of sufifclent scale to identify
the lozation of building sites;

(11) Provide such information as the
Administrator may request concerning
present uses and occupancy of the flood
plain and/or mudslide area;

(Ill) Maintain for public inspection and
furnish upon request, with respect to
each area having special flood hazards,
information on elevations (in relation
to mean sea level) of the lowest floors
of all new or substantially improved
structures and, where there is a base-
ment, the distance between the- first
floor andthe bottom of the lowest open-
Ing where water flowing on the ground
will enter: and

(iv) Cooperate with Federal, State, and
local agencies and private firms which
underta:ke to study, survey, map, and
Identify flood plain or mudslide areas,
and cooperate with neighbor ng com-
munitles with respect to management
of adJolJifg flood plain and/or mudslide
areas in order to prevent aggravation of
existin g hazards;

(b) An applicant must also legis-
latively-

-1) Appoint or designate an agency
or offcial with the responsibllty, au-
thorlty, and means to implement the
commitments made in paragraph (a)
of this section; and

(2) Designate an officlal responsible
to submit, on each anniverzary date of
the community's Initial elgbility, an
annual report to the Administrator on
the progr-s made during the past year
within the community in the develop-
ment and implementation of flood plain
and/or mudslide area management
measures.

(c) The documents required by para-
graph (a) of this section and evidence
of the actions required by paragraph (b)
of this section must be submitted to the
Federal Insurance Administrator, De-
partment of Housing and Urban Develop-
ment, 451 Seventh Street SV., Washing-
ton, DC 20410.
§ 1909.23 Priorities for the sale of flood

insurance under the regular pro-
gram.

Communiti-s which comply with the
requirements of § 1909.22 are placed on
a register of areas eligible for ratemak-
Ing studies and will be selected from this
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register for ratemaking studies on the
basis of the following considerations-

(a) Location of community and
urgency of need for flood insurance;

(b) Population of community and in-
- tensity of existing or proposed develop-

ment of the flood plain and/or the mud-
slide area;

(c) Availability of information on the
community with respect to its flood and/
or mudslide characteristics and previous
losses;

(d) Recommendations of State officials
as to communities within the State which
should have priorities in flood insurance
availability; and

(e) Extent of State and local progress
in flood plain and/or mudslide area man-
agement, including actual adoption of
ldnd use and control regulations con-
sistent with related ongoing programs in
the area.
§1909.24 Suspensions of community

eligibility.

(a) A community eligible for the sale
of flood insurance which fails to provide
official notice to the Administrator by
December 31, 1971, that it has adopted
land use and control measures for its
flood-prone and mudslide-prone areas in
accordance with the requirements of
Subpart A of Part 1910 of this subchap-
ter shall automatically lose its eligiblity
at midnight on that date. A community
which provides such official notice but
fails to submit the required land use and
control measures to the Administrator
by January 15, 1972, for review shall
automatically lose its eligibility at mid-
night on that date. The community's
eligibility shall remain terminated until
the land use and control measures have
been received by the Administrator.

(b) The Administrator shall promptly
notify the Association of those communi-
ties whose eligibility has been suspended,
and the Association shall promptly so
notify its servicing companies. Flood in-
surance shall not be sold or renewed in
any suspended community until the As-
sociation is subsequently notified by the
Administrator of the date of the com-
munity's formal reinstatement. Policies
sold or renewed within a community dur-
ing a period of ineligibility shall be
deemed void and unenforceable whether
or not the parties to the sale or renewal
had actual notice of the ineligibility.

(c) Communities eligible for the sale
of flood insurance after December 31,
1971, shall not thereafter lose their eligi-
bility because of the inadequacy of the
land use and control measures they have
adopted except upon 30 days' prior writ-
ten notice and publication in the FED-
ERAL REGISTER.

PART 1910-CRITERIA FOR LAND
MANAGEMENT AND USE

Subpart A-Requirements for Land Use and
Control Measures

1910.1 Purpose of subpart.
1910.2 Minimum compliance with land

management criteria.
1910.3 Required land use and control

measures for flood-prone areas.

Sec.
1910.4 Required land use and control

measures for mudsllde areas.
1910.5 Exceptions because of local

conditions.
1910.6 Revisions of criteria for land use

and control.

Subpart B-Additional Considerations in Man-
aging Flood-Prone and Mudslide-Prone Areas

1910.21 Purpose of subpart.
1910.22 State and local development goals.
1910.23 Planning considerations for flood-

prone areas.
1910.24 Planning considerations for mud-

slide-prone areas.
1910.25 State coordination.
1910.26 Local coordination.

Amonr: The provisions of this Part
1910 Issued under 7(d), 79 Stat. 670; 42 U.S.C.
3535(d); sec. 1306, 82 Stat. 575; 42 U.S.C.
4013; sec. 1361, 82 Stat. 587; 42 U.S.C. 4102.

Subpart A-Requirements for Land
Use and Control Measures

§ 1910.1 Purpose of subpart.
(a) Section 1315 of the Act provides

that flood insurance shall not be sold or
renewed under the program within a
community after December 31, 1971,
unless the community has idopted ade-
quate land use and control measures con-
sistent with Federal criteria. Responsi-
bility for establishing such criteria is
delegated to the Administrator.

(b) This subpart sets forth the cri-
teria developed in accordance with sec-
tion 1361 of the Act by which the
Administrator will determine the ade-
quacy of a community's land use and
control measures. These measures must
be applied uniformly throughout the
community to all privately and publicly
owned land within flood-prone or mud-
slide areas. Except as otherwise provided
in § 1910.5, the adequacy of such meas-
ures shall be determined on the basis of
the standards set forth in § 1910.3 for
flood-prone areas and in § 1910.4 for
mudslide areas,

(c) Nothing in this subpart shall be
construed as modifying or replacing the
general requirement that all eligible com-
munities must take into account flood
and mudslide hazards, to the extent that
they are known, in all official actions re-
lating to land use and control.
§ 1910.2 Minimum compliance with

land management criteria.
(a) A flood-prone community which

becomes eligible for sale-of flood insur-
ance prior to December 31, 1971, must
have land use and control measures in
effect by that date which at least meet
the requirements of § 1910.3(a) in order
to remain eligible after that date. In ad-
dition, the community must meet the
respective requirements of § 1910.3 (b),
(c), (d), or (e) within 6 Months from
the date it receives the data required for
compliance with the applicable para-
graph or by December 31, 1971, which-
ever is later.

(b) A flood-prone community apply-
ing for flood insurance eligibility after
December 31, 1971, must meet the stand-
ards of § 1910.3(a) in order to become
eligible. Thereafter, the community will

be given a period of 6 months from the
date It receives the data set forth in
§ 1910.3 (b), (c), (d), or (e) In which
to meet the requirements of the appli-
cable paragraph.

(c) A mudslide-prone commutity
which becomes eligible for sale of flood
insurance prior to December 31, 1971,
must have land use and control measures
in effect by that date which mect the
requirements of § 1910.4(a) to remain
eligible after that date. In addition, the
community must meet the requirements
of § 1910.4(b) within 6 months after the
date its mudslide areas having special
mudslide hazards are delineated or by
December 31, 1971, whichever is later.

(d) A mudslide-prone community ap-
plying for flood insurance eligibility after
December 31, 1971, must meet the stand-
ards of § 1910.4(a) in order to become
eligible for such insurance. Thereafter,
the community will be given a period of
6 months from the date the mudslide
areas having special mudslide hazards
are delineated in which to meet the re-
quirements of § 1910.4(b).

(e) Communities identified in Part
1915 of this subchapter as contalning
both flood plain areas having special
flood hazards and mudsllde areas having
special mudslide hazards must adopt
land use and control measures for each
type of hazard consistent with the re-
quirements of §§ 1910.3 and 1910.4.

(f) Local flood and mudslido land uo
and control measures should be sub-
mitted to the State coordinating agency
designated pursuant to § 1910.25 for Its
advice and concurrence. The submission
to the State should clearly describe pro-
posed enforcement procedures.

(g) The community official responsible
for submitting annual reports to the Ad-
ministrator pursuant to § 1909.22(b) (2)
of this subchapter shall also submit
copies of each annual report to any State
coordinating agency and to other appro-
priate State and local bodies, and shall
inform the Administrator of the agen-
cies to which the annual reports are sent.
§ 1910.3 Required land use and con-

trol measqurcs for flood-prone areau.
The Administrator generally will pro-

vide the data upon which land use and
control measures must be based. If the
'Administrator has not provided suffi-
cient data to furnish a basis for these
measures in a particular community, the
community may initially use hydrologic
and other data obtained from other Fed-
eral or State agencies or from consulting
services, pending receipt of data from
the Administrator. However, when spe-
cial hazard area designations and water
surface elevations have been furnished
by the Administrator, they shall apply. In
all cases the minimum requirements gov-
erning the adequacy of the land use and
control measures for flood-prone areas
adopted by a particular community de-
pend on the amount of technical data
formally provided to the community by
the Administrator. Minimum standards
for communities are as follows:

(a) When the Administrator has de-
clared an entire community a flood plain
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area having special flood hazards and
has not defined the special flood hazard
areas more precisely, has not provided
water surface elevation data, and has not
provided sufficient data to indentify the
floodway or coastal high hazard area, the
community must-

(1) Require building permits for all
proposed construction or other improve-
ments in the cbmunity;

(2) Review all building permit appli-
cations for new construction or substan-
tial improvements to determine whether
proposed building sites will be reasonably
safe from flooding. If a proposed building
site is in a location that has a flood
hazard, any proposed new construction
or substantial improvement (including
prefabricated and mobile homes) must
(i) be designed (or modified) and
anchored to prevent flotation, collapse,
or lateral movement of the structure, (ii)
use construction materials and utility
equipment that are resistant to flood
damage, and (iII) use construction
methods and practices-that will minimize
flood damage;

(3) Review subdivision proposals and
other proposed new developments to as-
sure that (i) all such proposals are con-
sistent with the need to minimize flood
damage, 0) all public utilities and fa-
cilities, such as sewer, gas, electrical, and
water systems are located, elevated, and
constructed to minimize or eliminate
flood damage, and (ii) adequate drain-
age is provided so as to reduce exposure
to flood hazards; and

(4) Require new or replacement water
supply systems and/or sanitary sewage
systems to be designed to minimize or
eliminate infiltration of flood waters into
the systems and discharges from the sys-
tems into flood waters, and require on-
site waste disposal systems to be located
so as to avoid impairment of them or
contamination from them during
flooding.

(b) When the Administrator has iden-
tified the flood plain area having special
flood hazards, but has produced neither
water surface elevation data nor data
sufficient to identify the floodway or
coastal high hazard area, the minimum
land use and control measures adopted
by the community for the flood plain
must-

(1) Take into account flood plain man-
agement programs, if any, already in ef-
fect in neighboring areas;

(2) Apply at a minimum to all areas
identified by the Administrator as flood
plain areas having special flood hazards;

(3) Provide that within the flood plain
area having special flood hazards, the
laws and ordinances concerning land use
and control and other measures designed
to reduce flood losses shall take prece-
dence over any conflicting laws, ordi-
nances, or codes;

(4) Require building permits for all
proposed construction or other improve-
ments in the flood plain area having
special flood hazards;

(5) Review building permit applica-
tions for major repairs within the flood
plain area having special flood hazards
to determine that the proposed repair

(i) uses construction materials and
utility equipment that are resistant to
flood damage, and (li) uses construction
methods and practices that will minimize
flooddamage; -

(6) Review building permit applica-
tions for new construction or substantial
improvements within the flood plain area
having special flood hazards to assure
that the proposed construction (includ-
ing prefabricated and mobile homes) (I)
is protected against flood damage, (it) is
designed (or modified) and anchored to
prevent flotation, collapse or lateral
movement of the structure, (1) uses
construction materials and utility equip-
ment that are resistant to flood damage,
and (iv) uses construction methods and
practices that will minimize flood
damage;

(7) Review subdivision proposals and
other proposed new developments to as-
sure that (I) all such proposals are con-
sistent with the need to minimize flood
damage, 0i1) all public utilities and fa-
cilities, such as sewer, gas, electrical, and
water systems are located, elevated, and
constructed to minimize or eliminate
flood damage, and (ii) adequate drain-
age is provided so as to reduce exposure
to flood hazards; and

(8) Require new or replacement water
supply systems and/or sanitary sewage
systems to be designed to minimize or
eliminate infiltration of flood waters into
the systems and discharges from the sys-
tems into flood waters, and require on-
site waste disposal systems to be located
so as to avoid impairment of them or
contamination from them during flood-
ing.

c) When the Administrator has Iden-
tifled the flood plain area having special
flood hazards, and has provided water
surface elevatlon for the 100-year flood,
but has not provided data sufficient to
identify the floodway or coastal high
hazard area, the minimum land use and
control measures adopted by the com-
munity for the flod plain must--

(1) Mleet the requirements of Para-
graph (b) of this section; -

(2) Require new construction or sub-
stantial improvements of residential
structures within the area of special
flood hazards to have the lowest floor
(including basement) elevated to or
above the level of the 100-year flood;

(3) Require new construction or sub-
stantial improvements of non-residential
structures within the area of special flood
hazards to have the lowest floor (includ-
ing basement) elevated to or above the
level of the 100-year flood or, together
with attendant utility and sanitary facili-
ties, to be floodproofed up to the level of
the 100-year flood; and

(4) In riverine situations, provide that
until a floodway has been designated, no
use, including land fill, may be permitted
within the flood plain area having special
flood hazards unless the applicant for the
land use has demonstrated that the pro-
posed use, when combined with all other
existing and anticipated uses, will not in-
crease the water surface elevation of the
100-year flood more than 1 foot at any
point.
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d) When the Administrator has iden-
tified the riverine flood plain area having
sp ecal flood hazards, haz provided water
surface elevation data for the 100-year
flood, and has provided floodway data,
the land use and control measures
adopted by the community for the flood
plain must-

(1) Meet the requirements of para-
graph (b) of this section;

(2) Require new constructon or sub-
stantial improvements of residential
structures within the area of special flood
h-,f ds to have the lowest floor (includ-
ing basement) elevated to or above the
level of the 100-year flood.

(3) Require new construction or sub-
stantIal improvements of nonresidential
structures within the area of special
flood hazards to have the lowest floor
(including basement) elevated to or
above the level of the 100-year flood or.
together with attendant utility and
sanitary facilities, to be floodproofed up
to the level of the 100-year flood;

(4) Designate a floodway for passage
of the water of the 100-year flood. The
selection of the floodway ' hal1 be based
on the principle that the area chosen for
the floodway must be designed to carry
the waters of the 100-year flood, with-
out increasing the water surface ele-
vation of that flood more than 1 foot at
any point;

(5) Provide that existing noncon-
forming uses in the floodway shall not
be expanded but may be modified, al-
tered, or repaired to incorporate flood-
proofing measures, provided such
measures do not raise the level of the
100-year flood; and

(6) Prohibit fill or encroachments
within the designated floodway that
would impair Its ability to carry and
discharge the waters resulting from the
100-year flood, except where the effect
on flood heights is fully offset by stream
improvements.

(e) When the Administrator has
Identified the coastal flood plain area
having special flood hazards, has pro-
vided water surface elevation data for the
100-year flood, and has Identified the
coastal high hazard area, the land use
and control measures adopted by the Io-
cal government for the flood plain
must-

(1) Meet the requirements of para-
graph (b) of this section;

(2) Require new construction or sub-
stantial Improvements of residdntial
structures within the area of special
flood hazards to have the lowest floor
(including basement) elevated to or
above the level of the 100-year flood;

(3) Require new construction or sub-
stantial improvements of nonresidential
structures within the area of smecial
flood hazards to have the lowest floor
(including. basement) elevated to or
above the level of the 100-year flood or,
to.ether with attendant utility and
sanitary facilities, to be floodproofed up
to the level of the 100-year flood;

(4) Provide that existing uses located
on land below the elevation of the 100-
year flood in the coastal high hazard
area shall not be expanded; and
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(5) Provide that no land below the
level of the 100-year flood in a coastal
high hazard area may be developed un-
less the new construction or substantial
improvement (i) is located landward
of the reach of the mean high tide, (ii)
is elevated on adequately anchored piles
or columns to a lowest floor level at or
above the 100-year flood level and se-
curely anchored to such piles or columns,
and (iii) has no basement and has the
space below the lowest floor free of ob-
structions so that the impact of ab-
normally high tides or wind-driven water
is minimized.
§ 1910.4 Required land use and control

measures for mudslide areas.
The Administrator generally will pro-

vide the data upon which land use and
control measures must be based. If the
Administrator has not provided sufficient
data to furnish a basis for these meas-
ures in a particular community, the com-
munity may initially use geologic and
other data obtained froin other Federal
or State agencies or from consulting
services, pending receipt of data from
the Administrator. However, when spe-
cial hazard area designations and other
relevant technical data have been fur-
nished by the Administrator, they shall
apply. In all cases the minimum require-
ments governing the adequacy of the land
use and control measures for mudslide-
prone raeas adopted by a particular com-
munity depend on the amovmt of tech-
nical data formally provided to the
community by the Administrator. Mini-
mum standards for communities are as

'follov~s:
(a) When the Administrator has

identified a community as containing
mudslide areas having special mudslide
hazards, but has not delineated the areas
having special mudslide hazards, the
community must-

(1) Require the issuance of a permit
for any excavation, grading, fill, or con-
struction in the community; and

(2) Require review of each permit ap-
plication to determine whether the pro-
posed site -and improvements will -be
reasonably safe from mudslides. If a
proposed site and improvements are in
a location that may have mudslfde haz-
ards, a further review must be made by
persons qualified in geology and soils
engineering; and the proposed new con-
struction, substantial improvement, or
grading must (i) be adequately protected
against mudslide damage and (ii) not
aggravate the existing hazard.

(b) When the Administrator has de-
lineated the mudslide areas having spe-
cial mudslide hazards within a commu-
nity, the community must (1) meet the
requirements of paragraph (a) of this
section and (2) adopt and enforce as a
minimum within such area or areas the
provisions of the 1970 edition of the
Uniform Building Code, sections 7001
through 7006, and 7008 through 7015. The
Uniform Building Code is published by
the International Conference of Building
Officials, 50 South Los Robles, Pasadena,
CA 91101.

§ 1910.5 Exceptions because of local
conditions.

(a) The requirement that each com-
munity must have adopted adequate land
use and control measures (consistent
with the criteria set forth in this sub-
part) on or before December 31, 1971,
is statutory and cannot be waived. How-
ever, the Administrator recognizes that
exceptional local conditions may render
the adoption of a 100-year flood standard
or other standards contained in this sub-
part premature or uneconomic for a par-
ticular community. Consequently, to meet
the December 31, 1971, statutory dead-
line, a community may elect standards
of protection which do not fully meet the
requirements of § 1910.3 or § 1910.4, sub-
ject to the provisions of this section.

(b) All local land use and control
measures intended to meet the require-
ments of this subpart shall be ubmitted
to the Administrator after their adop-
tion. If the adopted ordinances appear to
reflect compliance with the requirements
of this subpart, they will initially be ac-
cepted by the Administrator (without
detailed examination) in satisfaction of
such requirements, and the sale of flood
insurance will be continued or approved
for the community submitting them. If
the Administrator subsequently deter-
mines that the adopted land use and
control measures are inadequate, either
in general or in some particular aspect,
he may require their modification within
a specified period of time to meet the
requirements of this subpart as a condi-
tion of the community's further eligibility
for flood insurance.

(c) A community that finds it neces-
sary to adopt land use and control meas-
ures which yary from the standards set
forth in § 1910.3 or § 1910.4 shall, as a
condition of initial acceptance of such
measures by the Administrator, explain
in writing the nature and extent of the
variances and the reasons for their adop-
tion and shall include supporting eco-
nomic, topographic, hydrologic, and
other technical data.
§ 1910.6 Revisions of criteria for land

use and control.
From time to time the regulations of

Part 1910 for land management and use
may be revised as experience is acquired
under the program and new information
becomes available. Eligible communities
will be given a reasonable time to revise
local ordinances to comply with any such
changes.

Subpart B-Additional Considerations
in Managing Flood-Prone and
Mudslide-Prone Areas

§ 1910.21 Purpose of subpart.
The purpose of this subpart is to en-

courage the formulation and adoption of
overall comprehensive management
plans for flood-prone and mudslide-
prone areas.
§ 1910.22 State and local development

goals.

State and local flood plain and mud-
slide area land use and control measures

should contribute to social and economlo
development goals by:

(a) Diverting unwarranted and un-
wise development away from flood-prone
and mudslide-prone areas;

(b) Encouraging flood and mudslldo
control and damage abatement efforts
through public and private means;

() Deterring the unnecessary or im-
proper installation of public utilities
and public facilities In flood-prone and
mudsllde-prone areas; and

(d) Requiring construction and land
use practices that will reduce flooding re-
sulting from surface runoff, improper
drainage, or inadequate storm sowers,
and reduce the potential for mudolldfs.
§ 1910.23 Planning coniderationi for

flood-prone areas.
(a) The goals of the land use and con-

trol measures adopted by a community
for flood plain areas should be-

(1) To encourage only that develop-
ment of flood-prone areas which (1) Ito
appropriate in light of the probability of
flood damage and the need to reduce
flood loses, (i) Is an acceptable soclal
and economic use of the land in relation
to the hazards involved, and (iIl) does
not increase the danger to human life;
and

(2) To discourage all other develop-
ment.

(b) In formulating community devel-
opment goals and in adoption flood plain
use and control measures, each commu-
nity should consider at least the follow-
ing factors-

(1) Importance of diverting future
development to areas not exposed to
flooding;

(2) Possibilities of reserving flood-
prone areas for open space purposes;

(3) Possible adverse effects of flood
plain development on other flood-prone
areas;

(4) How to encourage floodprooflng
to redude the flood hazard;

(5) Need for flood warning and emer-
gency preparedness plans;

(6) Need to provide alternative vehi-
cular access and escape routeo to be
utilized when normal routes are blocked
or destroyed by flooding;

(7) Need to establish minimum flood-
proofing and access requirements for
schools, hospitals, nursing homes, penal
institutions, fire stations, pollee station,
communications centers, water and sew-
age pumping stations, and other public
or quasi-public Institutions already lo-
cated In the flood-prone area, to enable
them to withstand flood damage, and to
facilitate emergency operations;

(8) Need to improve local drainage
and to control any increased runoff that
might Increase the danger of flooding or
mudslides elsewhere In the area;

(9) Need to coordinate local plans with
neighboring flood plain and mudslido
area management and conservation pro-
grams;

(10) Possibilities of acquiring land or
land development rights for public pur-
poses consistent with effective flood plain
management;

(11) State and local water pollution
control requirements;
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(12) For riverine areas, the need for
requiring subdividers to furnish delinea-
tions of limits of floodways before ap-
proving a subdivision; and

(13) For coastal areas, the need to
establish programs for building bulk-
heads, seawalls, breakwaters, and other
damage abatement structures, and for
preserving natural barriers to flooding,
such as sand dunes and vegetation.
§ 1910.24 Planning considerations for

mudslide-prone areas

The planning process for areas iden-
tiffed in Part 1915 of this subchapter as
containing mudslide areas having special
mudslide hazards or which indicate in
their applications for flood insurance
coverage pursuant to § 1909.22 of this
subchapter that they have a history of,
or potential for, mudslide problems,
should consider-

(a) The existence and extent of the
hazard as evaluated by competent profes-
sionals;
- (b) The potential effects of inappro-

priate hillside development, including (1)
loss of life and personal injuries, and (2)
public and private, property losses, costs,
liabilities, and exposures resulting from
potential ifudslide hazards; -

(c) The means of avoiding the hazard,
including the (1) availability of land
which is not mudslide-prone and the
feasibility of developing such land in-
stead of further encroaching upon mud-
slide areas, (2) possibility of public ac-
quisition of land, easements, and devel-
opment rights to assure the proper de-
velopment of hillsides, mountainsides,
cliffs, and palisades, and (3) advisability
of preserving mudslide areas as open
space;

(d) The means of adjusting to the
hazard, including the (1) establishment
by ordinance of site exploration, investi-
gation, design, grading, construction,
filling, compacting, foundation, sewerage,
drainage, subdrainage, planting, inspec-
tion and maintenance standards and re-
quirements that promote proper land
use, and (2) provision for proper drain-
age and subdrainage on public property
and the location of public utilities and
iervice facilities, such as sewer, water,
gas and electrical systems and streets in
a manner designed.to minimize exposure
to mudslide hazards and prevent their
aggravation;

(e) Coordination Qf land use, sewer,
and drainage regulations and ordinances
with fire prevention, flood plain, mud-
slide, soil, land, and water regulation in
neighboring areas;.

(f) Planning subdivisions and other
developments in such a -manner as to
avoid exposure to mudslide hazards and
the control of public facility and utility
extension- to discourage inappropriate
development;

(g) Public facility location and design
requirements with higher site stability
and access standards for -chools, hos-
pitals, nursing homes, correctional and
other residential institutions, fire and
police stations, communication centers,
electric power transformers and substa-
tions, water and sewer pumping stations,

and any other public or quasi-public In-
stitutions located in the mudslide area,
to enable them to withstand mudside
damage and to facilitate emergency
operations; and

(h) Provision for emergencies, includ-
ing (1) warning, evacuation, abatement,
and access procedures in the event of
mudslides, (2) enactment of publicmeas-
ures and initiation of private procedures
to limit danger and damage from con-
tinued or future mudslides, (3) fire pre-
vention procedures in the event of the
rupture of gas or electrical distribution
systems by mudslides, (4) provisions to
avoid contamination of water conduit-
or deterioration of slope stability by the
rupture of such systems, (5) similar pro-
visions for sewers which In the event of
rupture pose both health and site stabil-
ity hazards, and (6) provisions for alter-
native vehicular access and escape routes
when normal routes are blocked or
destroyed by mudslldes.
§ 1910.25 State coordination.

(a) State participation in furthering
the objectives of this part should
include-

(1) Enacting landuse and control
measures which regulate flood plain and
mudslide area land use;

(2) Enacting where necessary, legls-
lation to enable counties and municipal-
ites to regulate flood plain and mudslide
area land use;

(3) Designating an agency of the
State government to be responsible for
coordinating Federal, State, and local
aspects of flood plain and muddlide area
management activities in the State;

(4) Assisting in the delineation of
mudslide areas, riverine floodways, and
coastal high hazard areas and providing
all relevant technical data to the
Admini trator;

(5) Establishing minimum State flood
plain and mudslide regulatory standards
consistent with those established in this
part;

(6) Guiding and asssting municipal
and county public bodies and agencies
in developing flood plain and mudslide
area management plans and land uso
and control measures;

(7) Recommending priorities for rate-
making studies among those communi-
ties of the State which qualify for such
studies;

(8) Communicating flood plain and
mudslide area information to local
governments and to the general public;

(9) Participating in flood and mud-
slide warning and emergency prepared-
ness programs;

(10) Assisting communities in dLsem-
inating information on minimum eleva-
tions for structures permitted in flood
plain and mudsllde areas having special
hazards;

(11) Advising public and private
agencies (particularly those whose nctiv-
Itles or projects might obstruct drainage
or the flow of rivers or streams or in-
crease slope instability) on the avoidance
of unnecessary aggravation of flood and
mudslide hazards;

(12) Requiring that propozed uses of
flood plain and mudzllde-prone areas
conform to stadards established by
State environmental and water pollution
control agencies to -sure that proper
safe-uard are being provided to prevent
pollution; and

(13) Provding local communities with
information on the program, with par-
ticular emphasis on the cordination of
State and Federal requirements pertain-
ing to the management of flood-prone
and mudaizde-prone areas.

(b) For States whose flood plain man-
agement i rograin substantially encom-
pass the activities described in para-
graph Ca) of this section, the Ad-mins-
trator will

(1) Give special consideration to State
priority recommendations before select-
ing communities for ratemaking studies
from the register described in § 1909.23
of this subchapter; and

(2) See% State approval of local flood
plain and muddlide area land use and
control measures before finally accepting
such measures as meeting the requir-
ments of this part
§ 1910.26 Local coordination.

(a) Local flood plain and mudslide
area management, flood forecasting,
flood and mudslide emergency prepared-
ness, and flood and mudslide control and
damage abatement prog.rams should be
coordinated with relevant Federal, State
and regional programs.

(b) A locality adopting land use and
control measureas pursuant to these cri-
teria should arrange for coordination
with the appropriate State agency of its
program of Information and education
designed to promote public acceptance
and use of sound flood plain andmudslide
area management practices.

PART 1911-INSURANCE COVERAGE

Se.
1011.1
1011.

1911.7
1911.5
1911.9

1011.01911.5
19110
1011.1

AND RATES

SpecIal definition.
Purpoca of part.
Types of properties- cllgble for co-

erage.
Limtatfc= on coverage.
Special t=m end conditions.
MWaimum amounts of coverage

avalLab!e.
Premium rate determlnatons.
AppUcability of actuarka rates.

tabllsbment of ch a br ratezs.
Minimum pdllIcyheldri' premiums

A=nor: Tke provisions of tbLs Part
1911 Lued under see. 7(d), 7"Stat. 670; 42
U.S.C. 335(d); ,'iz. 130S. 62 Stat. 575; 42
U.S.C. 4013.

§ 1911.1 Special definitions.
The definitions set forth in k 1909.1 of

this subchapter are applicable to this
part except that, for the purposes of this
part-

(a) "Flood" means a general and tem-
porary condition of partial or complete
Inundation of normally dry land areas
from (1) the overflow of inland or tidal
waters, (2) the unusual and rapid accu-
mulation or runoff of surface waters from
any source, or (3) mudslides which are
cauced or precipitated by accumulations
of water on or under the ground; and
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(b) "Eligible dwelling" means a resi-
dential structure (including a townhouse
or rowhouse) containing four units or
less, which is either (1) separated from
other structures by standard firewalls
or open space, or (2) contiguous to the
ground and customarily regarded as a
separate structure. The term does not
include apartment, cooperative, or con-
dominium complexes containing more
than four units, whether or not such
units have separate legal titles, except
where such units comply with subpara-
graph (1) or (2) of this paragraph.
§ 1911.2 Purpose of part.

This part describes the types of prop-
erties eligible for flood insurance cov-
erage under the program, the limits of
such coverage, and the premium rates
actually to be paid by insureds. The spe-
cific communities eligible for coverage
are designated by the Administrator from
time to time as applications are approved
under the emergency program and as
individual ratemaking studies are com-
pleted under the regular program. Lists
of such communities are periodically
published under Part 1914 of this
subchapter.
§ 1911.3 Types of properties eligible for

coverage.
(a) Insurance coverage for structures

under the program is currently available
only for eligible dwellings and for small
business properties, as defined in
§ 1909.1 of this subchapter and §1911.1.
It is expected that coverage for other
classes of properties will become avail-
able at a later date if it appears that
the overall purposes of the program, in-
cluding the adoption by communities of
adequate land use and control meas-
ures, are being accomplished.

(b) Insurance coverage for contents
Is available only for content of eligible
dwellings and small business properties
but may be purchased separately from
structural coverage.

(c) Only businesses that meet the
definition of small business in §1909.1
of this subchapter may purchase insur-
ance for a small business property.

(d) A business concern may represent
in its application for insurance that it
is a small business. In the absence of
Information which would cause the Na-
tional Flood Insurers Association to
question the'self-certification, the Asso-
ciation will accept it at face value. How-
ever, such representation is subject to
review by the Association after the oc-
currence of a loss but prior to the set-
tlement of a claim. If the insured can-
not show that it qualified as a small
business at the time of application, the
Association may deny the claim and
retain all or that pQrtion of the premi-
um necessary to meet the costs of in-
vestigating and processing the claim.
§ 1911.4 Limitations on coverage.

(a) All flood insurance made available
under the program is subject--

(1) To the terms and conditions of the
Standard Flood Insurance Policy, which
shall be approved by the Administrator
as to both substance and form;

(2) To the specified limits of coverage
set forth in the Application and Declara-
tions page of the policy; and

(3) To the maximum limits of coverage
set forth in § 1911.6.

(b) Insurance under the program is
available only for loss due to flood, as
defined in § 1911.1. The policy covers
damage from a general condition of
flooding or mudslides in the area which
results from other than natural causes,
such as the breaking of a dam, but does
r4ot cover water or mudslide damage
which results from causes on the in-
sured's own property or within his control
or from any condition which causes
flooding or mudslide damage which is
substantially confined to the insured
premises or properties immediately ad-
jacent thereto.

(c) The policy does not cover losses,
from rain, snow, sleet, hail, or water
spray. It covers losses from freezing or
thawing, or from the pressure or weight
of ice and water, only where they occur
simultaneously with and as a part of
flood damage. It covers mudslide but does
not cover damage from earthquakes or
similar earth movements which are vol-
canic or tectonic in origin. It does not
cover losses caused by erosion.

(d) The policy protects against loss
to contents only at the location described
in the application, except that contents
necessarily removed from the premises
for preservation from a'flood or mudslide
are protected against loss or damage
from flood or mudslide at the new loca-
tion pro rata for a period of 30 days.
§ 1911.5 Special terms and conditions.

The following terms and conditions of
the Standard Flood Insurance Policy
should be especially noted-

(a) No flood insurance is available for
properties declared by a duly constituted
State or local zoning or other authority to
be in violation of any flood plain or mud-
slide area management or control law,
regulation, or ordinance.

I (b) In order to reduce the adminis-
trative costs of the program, of which
the Federal Government pays a major
share, payment of the full policyholder
premium must be made at the time of
application.

(c) Because of the seasonal nature of
flooding, refunds of premiums upon can-
cellation of coverage by the insured are
permitted only if he ceases to have an
ownership interest in the covered prop-
erty at the location described in the
policy.

(d) Each loss sustained by the insured
is subject to a deductible provision under
which the insured bears a portion of the
loss before payment Is made under the
policy. The amount of the deductible for
each loss occurrence is (1) for structural
losses, $200 or 2 percent of the amount
of coverage applicable to the structure,
Whichever is greater, and (2) for con-
tents losses, $200 or 2 percent of the
amount of coverage applicable to the
contents, whichever is greater.

(e) Payment for a loss under the policy
does not reduce the amount of insurance
applicable to any other loss during the

policy term which arises out of a separate
flood or mudslide occurrence, but all
losses arising out of a continuous or pro-
tracted occurrence are deemed to have
arisen out of a single occurrence.

(f) The insured may apply up to, but
not in excess of, 10 percent of the face
amount of the structural coverage under
a dwelling policy to appurtenant struc-
tures and outbuildings (such as carports,
garages, and guest houses) If they do
not constitute separate properties. If any
such building constitutes a separate
dwelling or small business property, It
must be insured under a separate policy.

(g) The following are not Insurable
under the program: Outdoor swimming
pools, boathouses, bullheads, wharves,
piers, and docks.

(h) The contents coverage for dwell-
ing properties excludes money and se-
curities, birds or animals, most motor ve-
hicles, boats, trailers, business property,
and certain other types of property. It
provides only limited amounts of protec-
tion for certain other Items, such as
paintings and jewelry.

(I) The policy on an eligible property
may be canceled by the insurer only for
nonpayment of premium. However, any
willful misrepresentation or concealment
of any material fact by the insured at
any time voids the entire policy as of the
date the wrongful act was committed.
§ 1911.6 Maximum amounts of cover-

age available.
The maximum limits of coverage of

the policy under the regular program are
the following, and the maximum limits
of coverage under the emergency pro-
gram are one-half the following-

(a) For dwelling properties containing
only one unit:

(1) $35,000 structural coverage,
(2) $10,000 contents coverage, which

may be purchased by the owner or the
tenant;

(b) For dwelling properties contain-
ing two to four units:

(1) $60,000 aggregate structural cover-
age,
. (2) $10,000 contents coverage for each
unit, which may be purchased by the
owner or the tenant;

(c) For small business properties:
(1) $60,000 aggregate structural cover-

age,
(2) $10,000 contents coverage for con-

tents related to the premises of each
small business occupant.
§ 1911.7 Premium rate determihationi.

(a) Pursuant to section 1307 of the Act,
the Administrator is authorized to under-
take studies and investigations to enable
him to estimate the risk premium rates
necessary to provide flood Insurance In
accordance with accepted actuarial prin-
ciples, including applicable operating
costs and allowances. Such rates are re-
ferred to in this subchapter as "actu-
arial rates."

(b) The Administrator Is also au-
thorized to estimate the rates which can
reasonably be charged to Insureds In
order to encourage them to purchase tho
flood insurance made available under the
program. Such rates are referred to In
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this subchapter as "chargeable rates."
Generally, for areas having special flood
hazards, chargeable rates are considera-
bly lower than actuarial rates.
§ 1411.8 Applicability of actuarial rates.

Actuarial rates are applicable to all
flood insurance made available for-

(a) Any property, the construction or
substantial improvement of which was
started after the Administrator has
identified the area in which the property
is located as an area having special flood
or mudslide hazards under Part 1915 of
this subehapter; and

(b) Coverage which exceeds the fol-
lowing limits:

(1) For dwelling properties (i) $17,500
aggregate liability for any-property con-
taining only one unit, (ii) $30,000 for
any property containing more than one
unit, and (iii) $5,000 aggregate liability
per unit for any contents related to such
unit; and

(2) For a small business property (i)
$30,000 for the structure, and (i) $5,000
for contents for each small business oc-
&ipant; and

(c) Any eligibleproperty for which the
chargeable rates prescribed by this part
would exceed the actuarial rates.
§ 1911.9 Establishment of chargeable

rates.
(a) Pursuant to section 1308 of the

Act, chargeable rates'per year per $100
of flood insurance are established as
shown in the following table for all areas
designated by the Administrator under
Part 1914 of this subchapter for the of-
fering of flood insurance-

Pate Rate
per year per year

Type of Value of per $100 per $100
structure structure coverge coverage

on StrC- on con-
turo tents

(1) Singleunit -$17S00andunder- $0.40 $0.50
dwelling $17,501-$35,000---- .45 .55
property. $35,501 and over... . 50 .Go

(2) Two-to-four 530,00and under. .40 .O0
unit dwelng 30,001-$60 000 .. .45 .55
property. $60,001 and over--- .0 .O

(3) Small bsi- $30,000 and under- .50 1.00
ness prop- S0,001-60,000. .. 0 L00
erty. $D0,001 and over... .70 L.O

§1911.10 3fixtimum policyholder pre-
miums.

The minimum policyholder premium
required for any policy, regardless of the
amount of coverage, is $25. The mini-
mum policyholder premium required for
any added coverage or increase in the
amount of coverage during the term of
an existing policy is $4, regardless of the
length of the unexpired -term of the
policy at the time of the change.

PART 1912-SALE OF INSURANCE
AND ADJUSTMENT OF CLAIMS

SubpartA-Issuance of Policies
See.
1912.1 Purpose of part.
1912.2 National Mood Insurers Association.
1912.3 Limitations on sale of policies.I

Subpart B-Clalms Adjustment and Judicial
Review

1912.21 Claims adjustment.
191222 Judlcial review.

Aunonxrx: Mhe provisions of this Part
1912 issued under se 7(d), 79 Stat. 670; 42
U.S.C. 3535(d); sec. 1300, 82 Stat. 575; 42
U.S.C. 4013.

Subpart A-issuance of Policies
§ 1912.1 Purpose of part.

The purpose of this part is to set forth
the manner in which flood insurance
under the program is made available to
the general public In those communities
designated as eligible for the sale of in-
surance under Part 1914 of this subchap-
ter, and to prescribe the general method
by which claims for losses are paid.
§ 1912.2 National Flood Insurers Asso-

ciation.
(a) Pursuant to sections 1331 and 1332

of the Act, the Administrator has en-
tered into the agreement with the Asso-
ciation to authorize It to provide the
flood insurance coverage under the pro-
gram in communities designated by the
Administrator and to assume responsi-
bility for the adjustment and payment
of claims for losses.

(b) Membership in the Association
shall be open to any insurance company
or other insurer which-

(1) Is authorized to engage in the
insurance business under the laws of any
State;

(2) Has total assets of at least $1
million;

(3) Agrees to assume a minimumn net
loss liability of $25,000 under policies of
insurance issued in the name of the Asso-
ciation for each accounting period of
membership;

(4) Pays an admission fee equal to
$50 for each $25,000 of participation; and

(5) Agrees to such other reasonable
conditions as the Association may pre-
scribe, subject to the approval of the
Administrator.

(c) No insurer shall be admitted to
membership in the Association for a
term less than a full accounting period,
nor subsequent to July 1 of any account-
ing period, as defined In § 1909.1 of this
subchapter.

(d) Under the agreement, any insur-
ance company or other Insurer, insurance
agent or broker, or insurance adjustment
organization desiring to cooperate with
the Association as fiscal agent or other-
wise, is permitted to do so to the ma d-
mum extent practicable. The Association
will use its best efforts to arrange for
the Issuance of flood insurance to any
person qualifying for such coverage un-
der Parts 1911 and 1914 of this subchap-
ter who submits an application to either
a member or nonmember company in
accordance with the terms and condi-
tions of the agreement.

(e) Communications concerning mem-
bership in or cooperation with the Asso-
ciation should be addressed directly to
the National Flood Insurers Association,
160 Water Street, New York, NY 10038.
§ 1912.3 Limitations on sale of policies.

(a) Each participating or cooperating
insurer offering flood insurance under
the program shall be deemed to have
agreed, as a condition of such particlpa-
tion or cooperation, that it shall not offer
flood insurance under any authority or

auspices in any amount within the max-
Imum limits of coverage specified in
§ 1911.6 of this subchapter, in any area
the Administrator designates in Part
1914 of this subchapter as eligible for
the sale of flood insurance under the
program, other than in accordance with
this part, the agreement, and the Stand-
ard Flood Insurance Policy issued pur-
suant thereto. Violation of this condi-
tion sull, at the discretion of the Ad-
ministrator, exclude the violator from
any further membership in or coopera-
tion with the Association or the program.

(b) The agreement and all activities
thereunder are subject to title VI of the
Civil Rights Act of 1964,42 U.S.C. 2000d,
and to the applicable Federal regulations
and requirements issued from time to
time pursuant thereto. No person shall
be excluded from participation in, denied
the benefits of, or subjected to discrimi-
nation under the program, on the ground
of race, color, or national origin. Any
complaint or inforination concerning the
existence of any such unlawful discrimi-
nation in any matter within the puiview
of this part should be referred to the
Administrator.

Subpart B-Claims Adjustment and
Judicial Review

§ 1912.21 Claims adjustment.
(a) In accordance with the agree-

ment, the Association shall arrange for
the prompt adjustment and settlemen
of all claims arising from policies of in-
surance issued under the program. In-
vstigation of such claims may be made
through the facilities of its members,
nonmember Insurer., or insurance ad-
Justment organizations, to the extent re-
quired and appropriate for the expedi-
tious processing of such, claims. Settle-
ments so made and loss adjustment ex-
penses so incurred shall, subject to audit,
be binding on the Administrator.

(b) An adjustment of losses and set-
tlements of claims shall be made in ac-
cordance with the terms and conditions
of the policy and Parts 1911 and 1912 of
this subchapter.
§ 1912.22 Judicialresiew.

Upon the disallowance by the Asso-
elation of any claim, or upon the refusal
of the claimant to accept the amount
allowed upon any such claim, the claim-
ant, within 1 year after the date of mail-
ing of the notice of disallowance or
partial disallowance of the claim, may,
pursuant to section 1333 of the Act, in-
stitute an action on such claim against
either the Association or the participat-
ing insurer which denied the claim, in
the U.S. district court for the district
in which the insured property or the
major portion thereof shall have been
situated, without regard to the amount
In controversy.
PART 1913-EXEMPTION FROM

DENIAL OF FEDERAL DISASTER
BENEFITS

1913.1 Purpose of part.
1913.2 DeflnitIon of low-Income person.
1913.3 Exmption of low-income persons.
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AurTHonrrv: The provisions of this Part
1913 issued under sec. 7(d), 79 Stat. 670; 42
U.S.C. 3535(d); sec. 1314, 82 Stat. 579; 42
U.S.C. 4021.

§ 1913.1 Purpose of part.
The purpose of this part is to state the

circumstances in which the provisions of
subsection 1314(a) (2) of the Act shall
not apply to low-income persons. Subsec-
tion 1314(a) (2) provides that n'o Fed-
eral disaster assistance shall be made,
available to any persons for the physical
loss, destruction, or damage of real or
personal property to the extent that such
loss, destruction, or damage could have
been covered by flood insurance made
available under the authority of the Act,
and provided that such loss, destruction,
or damage occurred subsequent to 1 year
following the date flood Insurance was
made available in the area in which the
property was located.
§ 1913.2 Definition of low-income

person.

"Low-income person" means an in-
dividual or family, as defined in § 235.5
of this title, having an adjusted annual
income, as defined in § 235.5 of this title,
not exceeding the approved regular in-
come limits for eligibility for housing un-
der sections 235 and 236 of the National
Housing Act (12 U.S.C. 1715 z and z-1),
as periodically established by the De-
partment for the community in which
the property is situated.
§ 1913.3 Exemption .of low-income

persons.

The provisions of subsection 1314(a)
(2) of the Act shall not be applicable to
low-income persons under any circum-
stances.

PART 1914-I-AREAS ELIGIBLE FOR
THE SALE OF INSURANCE

Sec.
1914.1 Purpose of part.
1914.2 Flood Insurance maps.
1914.3 Procedures under the emergency

program-
1914-.4 List of eligible communities.

Aunoir: The provisions of this Part
1914 Issued under see. 7(d), 79 Stat. 670; 42
U.S.C. 3535(d); sec. 1360, 82 Stat. 587; 42
U..C. 4101.

§ 1914.1 Purpose of part.
(a) Sections 1360 and 1307 of the Act

contemplate that flood insurance under
the regular program will be offered in
communities only after the Administra-
tor has Identified the areas of special
flood and/or mudslide hazards within
the community under Part 1915 of this
subchapter and has completed a rate-
making study for the applicant com-
munity. A period of 15 years ending
July 31, 1983, was allotted for this pur-
pose. The priorities for conducting such
ratemaking studies are set forth in
§§ 1909.23 and 1910.25 of this subchap-
ter. A purpose of this part is periodically
to list those communities in which rate-
making studies have been completed,
actuarial rates have been established,
and the-sale of insurance under the regu-
lax program has been authorized.

(b) Section 1336 of the Act authorizes
an emergency implementation of the
Federal Flood Insurance Program where-
by, for a period ending on December 31,
1971, the Administrator may make subsi-
dized coverage available to eligible com-
munities prior to the completion of rate-
making studies for such areas. This part
also describes procedures under the
emergency program and lists communi-
ties which become eligible under that
program.
§ 1914.2 Flood insurance maps.

(a) The following maps may be pre-
pared for use by the Administrator and
the eligible community in connection
with the sale of flood insurance-

(1) Emergency Flood Insurance Map.
This map is used to delineate an area
for whicRa the Administrator has author-
ized the sale of flood insurance under the
emergency program. Such a map will
usually be issued only when the area for
which the sale of flood insurance has
been authorized does not conform pre-
cisely to the boundaries of the eligible
community.

(2) Flood Insurance Rate Map. This
map is prepared after the ratemaking
study for the community has been com-
pleted and actuarial rates have been
established, and enables the Adminis-
trator to authorize the sale of flood in-
surance under the regular program. It
indicates the actuarial rate zones ap-
plicable to the community. The symbols
used to designate these zones are as
follows:
Zone s mbol Category

A ...... Area of special flood hazards.
V -------- Area of special flood hazards

-with velocity.
B ------- Area of moderate flood

hazards.
C ------ Area of minimal flodd hazards.
D -------- Area of undetermined, but

possible, flood hazards.
-- ...... Area of special mudslide

hazards.
N ----.- Area of moderate mudslide

hazards.
C -........ Area of minimal mudslido

hazards.
P --------- Area of undetermined, but

possible, mudslide hazards.

Areas identified as subject to both'flood
and mudslide hazards will be designated
by use of the proper symbols in combi-
nation. For example, the symbol "AN"
would indicate an area subject to both
special flood hazards and moderate mud-
slide hazards. Areas subject to only one
hazard or where both hazards are mini-
mal will be identified by only one symbol.

(3) Flood Hazard Boundary Map. This
map is issued or approved by the Admin-
istrator for use in determining whether
individual properties are within or with-
out the flood plain area having special
flood hazards and/or the mudslide area
having special mudslide hazards. Notice
of the issuance or approval of new Flood
Hazard Boundary Maps is given in Part
1915 of this subchapter.

, (b) The Emergency Flood Insurance
Map (if available) or the Flood Hazard
Boundary Map and the Flood Insurance
Rate Map shall be maintained for public

inspection during buin'cz:- houra at the
following locations-

(1) The Federal Insurance Admini.-
,tration, Department of Housing and
Urban Development, 451 Seventh Street
SW, Washington, DC 20410;

(2) The National Flood Insurers As-
sociation, 160 Water Street, Now York,
NY 10038;

(3) The information offlce of the State
agency or agencies designated by each
State to cooperate with the Adminlitra-
tor in implementing the program, which
shall be listed in § 1914.4 whenever a
community within that State becomes
eligible under the program;

(4) One or more official locations with-
in the community in which flood Insur-
ance is offered, which shall be specified
in § 1914.4 at the time the eligibility of
the community is announced.
§ 1914.3 Procedurea under the enmer-

gency program.
(a) In order to expedite a community's

qualification for flood insurance under
the emergency program, the Adminis-
trator may designate the entire com-
munity a flood plain area having special
flood hazards and/or a mudsllde area
having special mudsllde hazards, When
the Administrator has obtained sufficient
technical information to delineate the
special flood or mudslide hazard areas
more precisely, he may delineate, or he
may request the community to delineate
subject to his approval, the propoed
boundaries of the more limited area hav-
ing special flood or mudslde hazards on
the Flood Hazard Boundary Map, The
local map or plat used to prepare the
Flood Hazard Boundary Map must be of
sufficient scale to show the location of
building sites.

(b) Until the Administrator has issued
or approved a local Mood Hazard
Boundary Map, no flood insurance will
be available for any properties newly
constructed or substantially Improved
after a community is Identified as hav-
ing special flood or mudslde hazards.
After the Issuance or approval of the
Flood Hazard Boundary Map, flood in-
surance for such propertie will be avail-
able at chargeable ratez If they are lo-
cated outside of the areas then delin-
eated as having special flood or mudslldo
hazards. Newly constructed or substan-
tially improved propertie located within
the delineated areas having spciln
flood or mudsllde hazards will be able
to obtain flood insurance (at actuarial
rates) only upon the completion of a
ratemaking study for the community and
the subsequent issuance by the Admini-
trator of a Flood Insurance Rate Map.
§ 1914.4 List of eligible communileri.

The sale of flood insurance is author-
ized only for communities listed in this
section. The maps of such communitli
are available for public inspection at the
State and local repositories set forth
under this section.

Norn: For the liMt of communltcs eligible
for flood insurance and the locations whero
Flood Insurance nato MBaps re available for
public inspection, ece the List of Scotlonn
Affected.
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PART 1915-IDENTIFICATION OF
SPECIAL HAZARD AREAS

Sec.
1915.1 Purpose of part.
1915.2 Special Flood Hazard Map.
1915.3 List of communities with special

hazard areas.

AurTHoarr: The provisions of this Part
1915 issued under sec. 7(d), 79 Stat. 670;
42 U.S.C. 3535(d); sec. 1360, 82 Stat. 587; 42
U.S.C. 4101.

§ 1915.1 Purposeofpart.
Section 1360 of the Act authorizes the

Administrator to identify and publish in-
formation with respect to all flood plain
areas having special flood hazards and
mudslide areas having special mudslide
hazards. Section 1308(c) of the Act pro-
vides that once an area has been so iden-
tified, flood insurance will be made avail-
able only at actuarial rates within such
area with respect to any property which
is thereafter constructed or substan-
tially improved. The purpose of this part
is to list those communities and the areas
thereof which have been identified by the
Administrator as having such special
flood or mudslide hazards. Additional
communities will be added to this list
from time to time as the necessary in-
formation becomes available.
§ 1915.2 Special Flood Hazard Map.

Any map showing areas having special
flood or mudslide areas may be desig-
nated by the Administrator as a Special
Flood Hazard Map, whether or not such
map is of sufficient scale to permit the
location of individual building sites. The
Administrator may then furnish the Spe-
cial Flood Hazard Map to the commu-
nity for use in preparing a proposed Flood
Hazard Boundary Map, or else he may
prepare the boundary map himself. After
its approval by the Administrator, the
Flood Hazard Boundary Map will be
made available for public inspection in
accordance with § 1914.2(b).
§ 1915.3 List of communities with spe-

cial hazard areas.
NoTE: For the list of communities and the

designated flood or mudslide hazard areas
issued under this section and not carried In
the Code of Federal Rtegulations, see the
List of Sections Affected.

SUBCHAPTER C-FEDERAL CRIME INSURANCE
PROGRAM

PART 1930-DESCRIPTION OF
PROGRAM AND OFFER TO AGENTS

See.
1930.1
1930.2
1930.3

1930.4

1930.5
1930.6

flefinitions.
Description of program.
Operation of program and Inappli-

cability of State laws.
Offer to agents and brokers to sell

Federal crime insurance.
Duties- of servicing companies.
Names and addresses of servicing

companies.

AuTrosrrr The provisions of this Part
1930 issued under sec. 7(d), '79 Stat. 670;
42 U.S.C. 3535(d); sec. 1103, 82 Stat. 566;
12 U.S.C. 1749bbb-17.

a 1930.1 Definitions.
(a) As used in this subchapter and In

the crime insurance policies Issued by the

Federal Insurance Administrator, unless
otherwise defined in the text of such
policies-

(1) The following terms shall be de-
fined as set forth in § 1905.1 of this chap-
ter: Act, Administrator, Binder, Person,
Property owner, Secretary, State and
State insurance authority;

(2) "Adjuster" means any person en-
gaged in the business of adjusting loss
claims arising under property insurance
policies Issued by an insurance company.
The term also Includes the staff adjusters
of servicing companies;

(3) "Affordable rate" means such
premium rate as the Secretary deter-
mines would permit the purchase of a
specific type of insurance coverage by
a reasonably prudent person In similar
circumstances with due regard to the
coits and benefits involved. For the pur-
poses of the sale of Federal crime In-
surance, the rates set forth in Part 1933
of this chapter shall be deemed
affordable;

(4) "Agent or broker" means any per-
son authorized to engage in the property
insurance business as an agent or broker
under the laws of any State;

(5) "Crime insurance" means insur-
ance against losses resulting from rob-
bery, burglary, larcency, and similar
crimes, as more specifically defined and
limited in Part 1933 of this chapter and
in the various crime insurance policies
Issued by the insurer. The term does not
include automobile insurance or losses
resulting from embezzlement;

(6) "Deductible" means the fixed
amount or percentage of any loss not
covered by an insurance policy. The
amount of the deductible must be ex-
ceeded before insurance coverage takes
effect;

(7) "Eligible premises" means a prop-
erty eligible for crime insurance cover-
age under one or more of the types of
policies described In Part 1933 of this
chapter;

(8) "Insurance company" means any
property insurance company, or group of
companies, authorized to engage In the
insurance business under the laws of
any State;

(9) "Insurer" means the Federal In-
surance Administrator, U.S. Department
of Housing and Urban Development,
Washington, D.C. 20410.

'(10) "Policyholder premium" mean
the total insurance premium payable by
the insured for the coverage or coverages
provided under any insurance policy;

(11) "Program" means the Federal
crime insurance program authorized by
title VI of the Housing and Urban De-
velopment Act of 1970 (Public Law 91-
609, Dec. 31, 1970), set forth principally
in 12 U.S.C. 1749bbb-10a, et seq.;

(12) "Protective device" means any
structural, mechanical, electrical, chemi-
cal, or other physical obstacle or device
that can be utilized by a property owner
to prevent or deter crime or to minimize
losses;

(13) "Protective measure" means any
protective device or other measure or
procedure employed to prevent or deter
crime or to minimize losses; and

(14) "Servicing company" means an
insurance company or other organization
that has entered into an agreement with
the insurer to Issue and service Federal
crime insurance policies on the insurer's
behalf in one or more States or areas eli-
gible for the sale of such insurance.

(b) Technical or trade terms used in
this subchapter or in the crime insurance
policies issued by the Federal Insurance
Administrator and not otherwise defined
therein shall be deemed to have the most
general meaning they have in the stand-
ard crime insurance policies providing
similar coverages issued by private insur-
ance companies. -
§ 1930.2 Description of program.

(a) Title VI of the Housing and Urban
Development Act of 1970 (PublicLaw 91-
609, approved Dec. 31, 1970) authorizes
the Secretary of Housing and Urban De-
velopment on and after August 1, 1971,
to make crime insurance available at af-
fordable rates in any State in which a
critical market unavailability situation
for crime insurance exists that has not
been met through appropriate State ac-
tion. The Secretary is directed to con-
duct a continuing review of the market
availability situation in each of the sev-
eral States to determine whether crime
insurance is available at affordable rates
either through the normal insurance
market or through a suitable program
adopted under State law. The Secretary's
basic authority under this title has been
delegated to the Federal Insurance
Alminfstrator.

(b) The purpose of the delayed effec-
tive date for the Federal program is to-
give the private property insurance in-
dustry and the State insurance authori-
ties an opportunity to solve the crime
insurance unavailability problem through
the establishment of appropriate pro-
grams under the authority of State law.
Where adequate State solutions to the
price and market problems are adopted,
Federal crime insurance will not be sold.

(c) In States where the sale of Fed-
eral crime insurance is undertaken, poli-
cles will initially be sold primarily
through agents and brokers licensed
to engage In the insurance business
within the State for which the policy is
written. Policies may also be purchased
from the appropriate servicing company.

(d) Idsts of States designated as eli-
gible for the sale of Federal crime insur-
ance will be published from time to time
In § 1931.1"of this chapter, subject to
periodic reviLsions pursuant to determina-
tions by the Federal Insurance Admin-
istrator that a critical crime insurance
market unavailability or prohibitive cost

situation exists in a particular State, or
that the standard lines of crime insur-
ance have become available at affordable
rates either through a suitable State pro-
gram or through the private insurance
market.
§ 1930.3 Operation of program and in-

applicability of Statelaws.
(a) The crime insurance program au-

thorized by the Act is a direct Federal
program, and Its operations, receipts,
and funds are exempt from any form of
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Federal, State, or local taxation in ac-
cordance with section 1250 of the Act
(12 U.S.C. 1749bbb-20). In carrying out
the program, the Administrator is au-
thorized to define terms (section 1203
(b); 1749bbb-2(b)), to issue regulations
(section 1247; 1749bbb-17), to establish
premium rates (section 1233; 1749bbb-
10c), to prescribe terms, conditions, and
limits of coverage (section 1231(b);
1749bbb-10a(b) ), and to make use of the
existing facilities and services of insur-
ance companies, agents, and brokers as
fiscal agents of the United States (sec-
tion 1232; 1749bbb-10b).

(b) No Federal crime insurance policy
issued by or on behalf of the insurer shall
be subject to any State or local tax or
insurance law or regulation, nor shall any
agent, broker, or servicing company be
subject thereto with respect to any
monies received or action taken in pro-
viding insurance to the public under the
authority of this subchapter; and no in-
surance policy shall be written by any
agent, broker, or servicing company in
the name or on behalf of the insurer in
any form, or on terms and conditions, or
with limits of. coverage, or at premium
rates, other than those then currently
prescribed by the insurer. Failure by any
insurance company, broker, or agent to
comply with this requirement may result
in the immediate suspension or debar-
ment of the violator from any further
participation in the program.

(c) Nothing in this § 1930.3 shall be
construed as authorizing or denying any
State or subdivision thereof the right to
impose any income or other tax on fees,
commissions, or profits earned by agents,
brokers, or servicing companies solely
for their own account.
§ 1930.4 Offer to agents and brokers to

sell Federal crime insurance.
(a) Pursuant to the authority con-

tained in section 1232 of the Act (12
U.S.C. 1749bbb-10b), the insurer hereby
offers to pay to any eligible agent or
broker a commission in an amount equal
to the specified percentage of the appli-
cable policyholder premium with respect
to each Federal crime insurance policy
he procures for an eligible property
owner, in accordance with the provisions
of this subchapter. The actual submig-
sion of a valid and complete application
resulting in the issuance of a policy to
an eligible insured, all on approved forms
and in accordance with the provisions of
this subchapter, shall be deemed an ac-
ceptance of, this offer, subject to avoid-
ance from the inception of the policy in
the event of fraud or misrepresentation
and to cancellation by the insurer (for
any of the reasons set forth in § 1931.7
of this chapter) or by the insured, and
provided the agent or broker at the time
of submitting the application for the
prospective insured promptly transmits
the gross amount of the policyholder pre-
mium then due to the servicing company
designated by the Insurer for the ap-
plcable area and complies, with respect
to such policy, with any additional pro-
cedural requirements the servicing com-
pany may then have imposed with the

consent of the insurer. It shall be a
further condition of this offer that the
agent or broker must certify on the ap-
plication that he has fully carried out the
duties set forth in the "Agent's Duties"
section of the applicable Federal crime
insurance manual, which shall include
explaining to the prospective insured the
nature of the coverage provided, the ap-
plicable protective device requirements,
and the penalties for material misrepre-
sentations. The amount of the commis-
sion shall be prorated in the event of
the cancellation of any validly issued
policy, and the agent or broker shall re-
pay to the servicing company the amount
of any unearned commission applicable
to the then current term of the policy
resulting from any such cancellation.

(b) Commissions earned by eligible
agents and brokers under the authority
of paragraph (a) of this section shall
be paid to them in a lump sum by the
servicing company either monthly or on
such other equitable basis as the insurer
may approve.

c) The specified commission per-
centages of the policyholder premium for
both residential and commercial insur-
ance coverages shall be the following:
Initial policies, territory 01, 16 percent;
02, 15 percent; 03, 14 percent; and for
all renewal business, the commission
shall be 12 percent. The renewal com-
mission rate shall apply to any prop-
erty that has previously been insured
under the program unless the lapse of
time since the termination of the pre-
vious policy is in excess of 2 years: Pro-
vided, That the commission for any such
renewed policy shall be deemed payable
only to the agent or broker, if any, who
actually submits the renewal application
or who is identified by the insured on
the renewal application as having ex-
plained the protective device require-
ments applicable to the renewal policy.

(d) No service, placement, or other fee
shall be charged by any agent, broker, or
servicing company to any applicant or
property owner under the program.
(e) For the purposes of this offer, an

eligible agent or broker means an agent
or broker who is, at the time of making
application for the policy, authorized to
act as an agent or broker with respect
to the State where the insured premises
are located and who has not been sus-
pended or debarred by the insurer. An
eligible property owner is an applicant
whose premises to be insured are located
in a State then currently designated as
eligible for the sale of Federal crime in-
surance in § 1931.1 of this chapter.
(f Neither this § 1930.4 nor any ac-

ceptance of this offer shall be deemed
to confer upon any agent or broker any
authority to act for, represent, or bind
the insurer or the United States except
as otherwise expressly provided herein.
§ 1930.5 Duties of sericing companies.

(a) The general duties of servicing
companies shall be as set forth in this
§ 1930.5, subject to the provisions of the
actual contracts entered into with such
companies by the insurer.

(b) Except as otherwilse required by
their contracts with the insurer, servic-
ing companies shall:

(1) Provide Information to ellglblo
property owners and to interested agento
and brokers within the servicing area;

(2) Provide crime Insurance manudas
to eligble agents and brokers within the
servicing area;

(3) Supply application forms and no-
tice and proof of loss forms to eligible
agents and brokers and to prospectivo
applicants on request;

(4) Maintain, control, and account for
applications for insurance received from
eligible agents, brokers, and applicants;

(5) Verify the eligibility of appllcintg
for the coverages sought;

(6) Issue policies only on forms pre-
scribed and supplied by the Insurer, or
else promptly notify applicants (through
the appropriate agent or broker, If any)
of ineligibility;

(7) Deposit the applicant's premium
check in a special bank account. If no
policy is issued, refund the amount of
the premium to the applicant through
the agent or broker, if any;

(8) Issue periodic commlsslon payment
checks to cooperating agents and
brokers;

(9) Provide statistical and accounting
records, coding, and reports, in hard
copy and machine-readablo forms, as
specified in the insurer's statistical plan
and accounting Instructions, and as may
be specifically requested by the insurer,
all in timely fashion;

(10) Receive, control, and account for
all crime insurance claim submittcd
within Its -servicing area;

(11) Verify claims dats and existence
of required protective devices, adjust
losses as required by insurer through an
impartial selection of adjustars, and
promptly pay all valid claims;

(12) Bill policyholders directly for
premiums at least 45 days in advance
of due dates, and send a copy of each
premium or renewal notice to the agent
or broker of record, if amy;

(13) Periodically obtain updated
applications or certifications from n-
sureds for verification and incorporation
in statistical and accounting records.
§ 1930.6 Names and addresses of servic-

ing compames.
The following companies have been

designated to act as servicing companies
for the program in the States indicated
for the period commencing August 1,
1971, and ending July 31, 1972:
Connecticut-Aetna Ca.ualty 11. Surety Co.,

111 Pearl Street, Hartford, CT 00103.
District of Columbia-Aotna Casualty &

Surety Co., Commerco Building, 1700 X
Street NW., Washington, DO 2000,

IiIlnol&-Insuranco Company of North
America.

Chicago-167 Wcot Jackson Boulovardc
Chicago, IL 6004.

St. LoulisSulto 444, Carondclot ra t
Building, 7710 Carondelot Avenue, Clay-
ton, St. Louis, MO 03100.

Peoria--Suito 1600. Savingo Building, 411
Hamilton Boulovard, Peorla, IL 01602.

FEDERA REGISTER, VOL 36, NO. 246-:-WEDNESDAY, DECEMBER 22, 1971

24770



RULES AND REGULATIONS

Maryland-Insurance Company of North
America.

Baltlmore-303 East Fayette Street, Balti-
more, 1D 21202.

Washington Suburbs-2133 Wisconsin Ave-
nue NW., Washington, DO 20007.

Massachusetts-Aetna Casualty & Surety
Co, 10 Post Office Square, Boston, Mass.
02109.

Missouri-Aetna Casualty & Surety Co., 1600
Pierce Building, 112 West Fourth Street,
St. Louis, MO 63102.

New York-Aetna Casualty & Surety Co., 151
William Street, -New York, NY 10038.

Ohio-Aetna Casualty & Surety Co., Unlo.
Commerce Building, 925 Euclid Avenue,
Cleveland, OH 44114.

Pennsylvania-nsurance Company of North
America.

Harrisburg-1300 Plaza West, 1300 Market
Street, Lemoyne, PA 17043.

Philadelphia--625 Walnut Street, Phila-
delpbia, PA 19105.

Plttsburgh-I.N.A. Building, Parkway Cen-
ter, 875 Greentree Road, Pittsburgh, PA
15220.

Suburban Philadelpia-131 West Wayne
Avenue, Wayne, PA 19087.

Rhode Island-American 'Universal Insur-
ance Co, 114 Wayland Avenue, Box 6328.
Providence, RI 02904.

PART 1931-PURCHASE OF INSUR-
ANCE AND ADJUSTMENT OF CLAIMS
Sc.
1931.1

1931.2

1931.
1931.5

1931.5
1931.6
1931.7

1931.8
1931.9
1931.10

States eligible for the sale of crime
Insurance.

Eigibility requirements applicable
to property owners.

Use of prescribed forms required.
Terms and conditions of policy to

govern.
'Where to purchase coverage.
How to report claims.
Cancellations, modiflcations, and re-

newals of coverage.
Inquiries and complaints.
Penalties for false statements.
Nondiscrimination.

Auv 0Rrry: The provisions of this Part
1931 issued under sec. 7(d), 79 Stat. 670;
42 U.S.C. 3535(d); sec. 1103, 82 Stat. 566;
12 U.S.C. 1749bbb-17.

§ 1931.1 States eligible for the sale of
crime insurance.

(a) In accordance with section 1231 of
the Act (12 U.S.C. 1749bbb-10a), the Ad-
ministrator has reviewed the market
availability situation in each of the sev-
eral States to determine whether crime
insurance is available at affordable rates
either through the normal Insurance
market or through a suitable program
adopted under State law.

(b) On the basis of the ihformatlon
available to date, the Administrator has
concluded that the following States have
an unresolved critical market unavail-
ability situation which will necessitate
the implementation of the Federal crime
insurance program within such States on
August 1, 1971:
Connecticut. IMsourL
District of Columbia. New York.
Illinols. Ohio.
Maryland. Pennsylvania.
Massachusetts. Rhode Island

(c) If any of the States listed in ppxa-
graph (b) of this section, after the effec-
tive- date of this subchapter, adopts a
sntable program under State law to

make the standard lines of crime insur-
ance available within that State at af-
fordable rates, or if such insurance
becomes generally available through the
normal insurance market at affordable
rates, then in either case the eligibility
of such State for the subsequent sale of
crime insurance under the Program will
be promptly terminated by the insurer.

(d) Notwithstanding the provisions of
§ 1931.7, Federal crime insurance policies
in force at the time a State is determined
to be ineligible for further participation
in the program shall thereupon be ter-
minated upon 30 days' written notice to
the policyholder effective on the next 6-
month anniversary date of the policy,
and no further coverage for such policy-
holder with respect to prerises located
in such State shall thereafter be written
unless the State again becomes eligible
under the program.
§ 1931.2 Eligibility requirements appli.

cable to property owners

(a) To be eligible for the purchase of
Federal crime insurance under the pro-
gram, a property owner or tenant must:

(1) Apply separately for coverage for
each eligible premises within an eligible
State and personally sign each applica-
tion, either on the application form itself
or on any applicable amendatory en-
dorsement, or both, as the insurer may
require;

(2) Certify, under penalty of Federal
law pertaining to fraud or misrpreen-
tation (18 U.S.C. 1001), that each such
premises meets the applicable protective
device standards set forth In Part 1932
of this chapter;

(3) Pay the 6-month premium install-
ment due at the time of application.
Coverage will commence at noon on the
day following' the date of application
unless a later date is specified In the
application;

(4) Agree to permit inspections of the
Insured premises by the insurer or his
representative at any reasonable time
or times; and

(5) Agree to report to law enforce-
ment authorities all crime losses of prop-
erty covered under each policy, whether
or not a claim Is filed.

(b) Failure to comply fully with the
requirements of paragraph (a) of this
section may result in the avoidance, can-
cellation, or nonrenewal of coverage, as
set forth in § 1931.7.

(c) Any false statement In the appli-
cation may void the policy. Intentionally
false or misleading statements, either
In the application or in connection with
any claim submitted under the pro-
gram, may also result in prosecution for
fraud under 18 U.S.C. 1001, in accord-
ance with § 1931.9.
§ 1931.3 Use of prescribed forms re-

quired.
No Federal crime insurance is author-

ized to be written under the program on
any form other than the form prescribed
by the insurer for the type of coverage
involved. Any insurance policy purport-
edly Issued mn behalf of the insurer or
any other form shall not be binding

upon the Insurer and shall not confer any
liability upon the insurer by reason of
any act or repr-uantatlon of the agent,
broker, or cervicing company In Ille-
gally causing such policy to be Issued.
§ 1931.4 Terms and conditions of policy

to govern.
(a) Except as otherwise specifically

provided by this subchapter, the respec-
tive rights and duties of the insurer
and the insured shall be as set forth in
the prescribed application form and the
prescribed policy form. All purchasers
of Federal crime insurance shall be
deemed to have kmowledge of the terms
and conditions of coverage set forth in
such policies and in this subchapter. Al-
though the insurer will endeavor to pro-
vide actual notice of policy changes
through the appropriate servicing com-
pany, modifications of this subchapter
that are made during the term of an
existing policy shall automatically be-
come applicable to the policy at the
time of Its next renewaL All Federal
crime insurance policies shall be issued
for a term of 1 year, subject to -semi-
annual premium payments.

(b) The rights of the insurer to re-
quire inspections of the insured prem-
Ises, production of books and records,
appraisals of damaged property, subro-
gation in the event of payment, and
prompt notice In the event of loss, shall
be as specified in the prescribed policy,
of which the application forms a part.
The rights of the insured with respect to
the coverages provided, extensions of
coverage outside the insured premises
or with respect to other persons, limits
of such coverages, appraisals, cancella-
tions, and Judicial review shall be as set
forth in the prescribed policy.

(c) Changes in the provisions of this
subchapter which broaden or liberalize
the coverages being provided under the
prescribed policy forms, but do not re-
quire any additional premium to be
charged, shall be applicable to all exist-
ing and future policies of Insurance as of
the date of their adoption, without the
necessity of endorsement.

§ 1931.5 Where to purchase coverage.
Subject to the provisions of this sub-

chapter, Federal crime insurance cover-
age may be purchased from any prop-
erty insurance agent or broker author-
ized to do business in the State in which
the premises to be insured are located,
or directly from the appropriate servicing
company.
§ 1931.6 Howtoreportclaims.

Losses under a Federal crime insur-
ance policy which exceed the applicable
deductible may be reported either to the
agent or broker through whom the ap-
plication was submitted, or directly to
the servicing company designated for
the area in which the loss occurs. The
claimant will be required to report all
pertinent Information, including a de-
scriptior of the loss, time, place, owner-
ship, manner of acquisition, cost, depre-
clation, current value, amount of claim,
and whether the insured ha incurred
previous losses under the policy. A sworn
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proof of loss statement must be submitted
to the adjuster or servicing company that
processes the claim.
§ 1931.7 Cancellations, modifications,

and renewals of coverage.
(a) Unless coverage has previously

been canceled or renewal is refused by
the insurer for one or more of the rea-
sons set forth In this part, each property
owner within an eligible State who is
validly insured under any policy or poli-
cies of insurance issued under the Fed-
eral crime insurance program shall be
entitled to renew (i.e., to purchase the
then current and applicable form of
crime insurance) coverage upon the ex-
piration of such existing policy or poli-
cies. The renewal shall be subject to the
rules, regulations, and policy terms, con-
ditions, and rates then in effect.

(b) A renewal notice will be sent by
the servicing company to the insured at
least 45 days prior to the expiration date
of each policy, accompanied by a pre-
mium statement and a renewal applica-
tion containing a certification to be
executed by the insured stating that his
premises meet the then applicable Fed-
eral crime insurance eligibility require-
ments, which will be set forth in the
notice. The 6-month premium install-
ment then due, together with the in-
sured's certification as required, must be
received by the servicing company not
later than the expiration date of the pre-
vious policy in order to prevent a lapse in
coverage. If timely payment is received,
no new policy will normally be issued,
and an eligible insured's check or receipt
shall constitute his proof of payment.
However, if timely payment is not
received, or if substantial changes
have been made in the regulations
or provisions governing the pertinent
crime insurance coverage during the
term of the insured's previous coverage, a
new policy in its entirety may be issued.
Reinstatement of lapsed policies by serv-
icing companies shall not be permitted.

(c) Changes in limits of coverage may
be made only upon the submission of a
new or renewal application. If the insured
requests that such changes be made
effective on the 6-month anniversary
date of the original effective date of the
policy, no penalty will be incurred and
the changed limits of coverage will com-
mence upon the payment of any addi-
tional premium required. However, if the
property owner desires an effective date
other than such 6-month policy -anni-
versary date, the requested change shall
be effected only upon cancellation and
reissuance of the policy and the insured
shall be entitled only to a partial refund
of the unearned premium in accordance
with normal short-rate cancellation pro-
cedures. Such short-rate cancellation
procedures shall also be applicable to
any cancellation by the insured during
the term of any policy, except at the
time of the 6-month anniversary date
of the original effective date of such
policy or upon the insured's moving from
the described premises.

(d) Notwithstanding any unqualified
cancellation provisions contained in the

prescribed policy forms, the insurer
hereby limits his right to cancel, or to
refuse to renew coverage, to the follow-
Ing grounds: (1) Any nonpayment of
premium, (2) fraud or misrepresentation
in the application or -upon any renewal
of coverage, or in connection with either,
(3) fraud or misrepresentation in con-
nection with the submission of a claim,
(4) the use of the insured premises with
the knowledge of any insured for any ille-
gal activity, or (5) any other substantial
failure to comply with the provisions of
this subchapter or of the insurance pol-
icy, as determined by the insurer and
stated in its notice of cancellation. Can-
cellations on any of the grounds in sub-
paragraph (2), (3), or (4) of this para-
graph may, at the discretion of the
insurer, be made retroactive to the date
of the first known wrongful act. Refunds
of unearned premiums, if any, shall be
subject to offsets for the insurer's ad-
ministrative expenses (including the
payment of agents' commissions in prior
years, if any) in connection with the
issuance of the policy and any inspec-
tions of the applicant's premises. Ex-
cept as provided by § 1932.4 of this chap-
ter, cancellations by the insurer for
either of the remaining two grounds, or
as provided by paragraph (e) of this sec-
tion, shall be upon 30 days' written
notice, and the insured shall be entitled
to a short-rate refund of unearned
premium, if ariy.

(e) Willful or repeated failures of an
insured to report to law enforcement
authorities any losses of property cov-
ered under the policy, as required by
§ 1931.2(a) (5), may be deemed by the
insurer to warrant cancellation of cov-
erage upon 30 days' written notice. How-
ever, such. failure may be waived by the
insurer prior to cancellation for good
cause shown.

(f) No property owner whose Fed-
eral insurance coverage has been can-
celed (whether from inception or after
notice) or for whom the insurer has re-
fused to renew coverage, for any of the
reasons in subparagraph (2), (3), (4),
or (5) in paragraph (d) of this section
or under paragraph (e) of this section,
shall be eligible for any further insur-
ance under the program except upon the
written waiver of the Administrator,
granted for good cause shown. If
granted, the waiver of ineligibility must
be presented to the appropriate agent,
broker, or servicing company by the
property owner within 30 days of the
date it is granted, and a copy thereof
shall be made a part of the property
owner's application and shall be incor-
porated as part of any policy subse-
quently issued.
§ 1931.8 Inquiries and complaints.

(a) Inquiries or complaints about the
Federal crime insurance program should
initially be directed to the property
owner's agent or broker, or to the serv-
icing company designated for the area
in which the premises are located.

(b) Inquiries or complaints with re-
spect to which satisfactory information
or action cannot be obtained through

local sources, and general or legal In-
quiries pertaining to the nature of the
program, may be addressed to the Fed-
eral Insurance Administrator, Depart-
ment of Housing and Urban Develop-
ment, Washington, D.C. 20410.
§ 1931.9 Penalties for false stateniento.

All Information provided by an appli-
cant or a claimant on any form approved
by the insurer, Including representations
as to the date on which such form Is
signed, shall be deemed material to the
Issuance of the policy applied for and
to the disposition of claims submitted
thereunder. Any false statement, miL-
representation, or concealment In the
execution or submission of such forms, or
in any writing or document knowingly
submitted by the applicant or claimant
in connection therewith, may result In
his prosecution by the United Statcs for
fraud under 18 U.S.C. 1001, subject to a
fine of not more than $10,000 or impris-
onment of not more than 5 years, or
both.
§ 1931.10 Nondiscrimination.

The Federal crime Insurance program
and all policies Issued or serviced there-
under are subject to title VI of the Civil
Rights Act of 1964, 42 U.S.C. 2000d, and
to the applicable Federal regulations and
reauirements issued from time to time
pursuant thereto. No persons shall be
excluded from participation in, denied
the benefits of, or subjected to discrimi-
nation under the program, on the ground
of race, color, or national origin. Any
complaint or information concerning
the existence of any such unlawful dis-
crimination In any matter within the
purview of this subchapter should be re-
ferred to the Administrator.

PART 1932-PROTECTIVE DEVICE
REQUIREMENTS

Sec.
1932.1
1932.2

1932.3
1932.4

Subpart A-Gonral

Definitions.
Purpose of protective device

requirements.
Clazsification of properties.
Lack of protc*tivo dovices voldo

policy.

Subpart 8--Rosdontlal Proporlon
1032.21 Minimum standards for rsidences

and apartments.

Subpart C-Nonrosldonflal Proporties
1932.31 Minimum standards for Industrial

and commercial propertico.
Aurnonrry: The provisions of this Part

1932 issued under sec. 7(d), 79 Stat. 070;
42 U.S.C. 3535(d); sec. 1103, 82 Stat. 500, 12
U.S.C. 1749bbb-17.

Subpart A-General

§ 1932.1 Definitions.
As used in this subchapter, the term-
(a) "Baffle" means a piece of metal

that covers the opening between a door
and Its frame at the area of penetra-
tion of the bolt or latch to deter the Inser-
tion of tools and prevent the exertion
of pressure against the bolt or latch;

(b) "Central station, supervised serv-
Ice alarm system" means a silent alarm
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system that is constantly in operation,
which signals upon any breach of a door,
window (including storefront windows
and unbarred skylights), or other acces-
sible opening to the protected premises,
at a private sentry or guard headquarters
that is attended and monitored 24 hours
a day, that dispatches guards to the pro-
tected premises immediately upon the
activation of the alarm, that periodically
checks the operation and effectiveness of
the system, and that notifies law en-
forcement authorities as soon as the
breach of the premises is confirmed;
(c) "Dead bolt" means a locking de-

vice using a fixed bolt that, when in
locked position, cannot be retracted by
a door knob or handle or other normal
door opening device or by the application
of force against the penetrating end of
the bolt;
(d) "Dead latch" means a locking

device, usually spring-operated, that in-
corporates a feature to render the latch
rigid in its locked position and incapable
of release by prying or by the turning of
an outside door knob or handle or similar
door opening device;
(e) "Dead lock" means alocking device

incorporating a lock that cannot be
pushed or retracted into a door or win-
dow by the use of tools inserted between
the frame of the door or window and the
door or window itself. Except as other-
wise indicated, a dead lock may be
equipped with a dead bolt or a dead
latch;
(f) "Double cylinder dead bolt lock"

means a dead bolt lock that can be re-
leased from its locked position only by a
key, whether on the inside or the out-
side of the door;
(g) 'ocal alarm system" means an

alarm system that signals loudly at the
premises by means of one or more tam-
per-protected sounding devices upon any
breach of a door, window (including
storefront windows and unbarred sky-
lights), or other accessible opening to
the protected premises;
(h) "Silent alarm system" means an

alarm system that signals at a location
other than the location where it is in-
stalled upon any breach of a door, win-
dow (including storefront windows and
unbarred skylights), or other accessible
opening to the protected premises; and

(I)'Throw," when used in the context
of a locking device, means the distance
that its bolt or latch protrudes from the
body of the device when the bolt or latch
Is in a locked position.
§ 1932.2 Purpose of protective device

requirements.
(a) Section 1231(b) of the Act (12

U.S.C. 1749bbb-10a(b)) provides that no
Federal .crime insurance shall be made
available to a property which is detmed
by the insurer to be uninsurable or to a
property with respect to whiclh reason-
able protective measures to prevent loss,
consistent with standards established by
the insurer, have not been adopted.
(b) It is the intention of the insurer

to require at the inception of the pro-
gram only those protective devices gen-
erally in use or readily available for par-

ticular types and classes of propertics at
the present time. As the pro-ram pro-
gresses, however, the insurer proposes to
amend these requirements from time to
time to enforce a higher and more effec-
tive standard of protection against ordi-
nary property crimes than now exists.
Such revised requirements are not ex-
pected to be published more often than
once a year and will be applicable only to
crime insurance policies Issued or re-
newed after their effective date.

(c) Protective device standards that
impose less-stringent or optional alter-
nate requirements upon applicants and
insureds, as well as clarifications of ex-
isting standards, may be published at

,any time and shall be applicable both to
new policies and to renewals and. at the
option of the insured, to crime insurance
policies already in force.
§ 1932.3 Classification of properties.

The protective devices required under
this part fall into two broad, categories,
residential and commercial. Require-
ments for residential properties are ex-
pected to remain relatively stable and
are not likely to vary by classes. The
protective devices required for commer-
cial and industrial properties will vary
greatly by the type of risk involved and
will be changed periodically as experi-
ence and-knowledge are gained under the
program and from studies being under-
taken by other public and private
agencies.
§ 1932.4 Lack of protective devices voids

policy.
(a) Each property owner applying for

Federal crime insurance shall be per-
sonally responsible for meeting the pro-
tective device requirements applicable
to the type of property for which he
seeks insurance. Ignorance of such re-
quirements shall not be deemed an ex-
cuse for any lack of compliance with
the protective device requirements of
this subchapter, and any person who Is
doubtful as to whether the protective
devices existing on his premises at the
time of application meet such require-
ments should seek competent technical
advice before actually, making applica-
tion.

(b) Although agents and brokers are
expected to.assist and advise property
owners as to the requirements for and
adequacy of protective devices, no agent
or broker shall be authorized to approve
or disapprove on behalf of the insurer
the adequacy of any required protective
devices, and any representation to the
contrary is false and shall be void.

(c) Premises found upon inspection to
lack installation of the required protec-
tive devices shall be deemed to have been
misrepresented at the time of applica-
tion, and no insurance coverage shall be
deemed to have attached, regardless of
the length of time the policy ostensibly
has been in force, unless the property
owner can clearly establish that a re-
moval of the protective devices actually
occurred subsequent to the issuance of
the policy, in which event the policy shall

be deemed canceled by the insured as
of the date of such removal.

(d) The insured shall promptly notify
the servicing company of any malfunc-
tion or breakdown of protective devices
and supply It with all relevant facts at
the time the deficiency occurs. If such
deficiency Is corrected within the time
specified by the servicing company, no
lapse in coverage will result.

(e) Premses found upon Inspection
to be deficient in meeting the then cur-
rently applicable protective device re-
quirements because of the uncorrected
Inadequacy, inoperabilty, or malfunc-
tion of existing protective devices shall,
in the absence of evidence of fraud or
misrepresentation, be deemed to have
been ineligible for coverage from the
date of most recent application or re-
newal, whichever is applicable, and no
coverage under the program shall exist
with respect to such premises, regard-
less of the length of time the Insured
may have had coverage prior to such in-
valid application or renewal.

Subpart B--Residential Properties
§ 1932.21 Minimum standards for rei-

dences and apartments.
In order to be eligible for Federal

crime Insurance, residential premises
shall meet the following minimum
standards:

(a) Each exterior doorway or doorway
leading to garage areas, public hallways,
terraces, balconies, or other areas afford-
Ing easy access to the Insured premises,
shall be protected by a door which, if not
a sliding door, shall be equipped with a
dead lock using either an interlocking
vertical bolt and striker, or a minimum
,-Inch throw dead bolt, or a minimum

-Inch throw self-locking dead latch.
(b) All sliding doors, first floor and

basement windows, and windows open-
ing onto stairways, fire escapes, porches,
terraces, balconies, or other areas afford-
ing easy access to the premises, shall be
equipped with a locking device of any
kind.
Subpart C--Nonresidential Properties

§ 1932.31 Minimum standards for in-
duitrial and commercial properties.

In order to be eiigibl for Federal
crime insurance, a nonresidential prem-
ises shall meet the following minimum
standards:

(a) Except for doorways that are com-
pletely protected during nonbusiness
hours by heavy-duty overhead doors or
metal security screens or the equivalent,
each exterior door shall be equipped with
either a heavy-duty dead lock (utilizing
either interlocLing vertical bolts and
striker or else a 1-inch dead bolt that ex-
tends at least one-half inch into the
frame of the door), or a heavy-duty pad-
lock (with casehardened steel shackle,
five-pln tumbler operation, and unre-
movable key when in unlocked position),
or a comparable dead lock or padlock
that provides equivalent protection.
Where applicable fire and safety laws
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permit their use, double-cylinder locks
are recommended.

(b) All exterior grate or grill-type
doors, overhead doors, and security
screens or grillwork (unless permanently
installed) shall be equipped with locks
that meet the requirements of paragraph
(a) of this section.

(c) Except for doorways that are
completely protected during nonbusiness
hours by heavy-duty overhead doors or
metal security screens or the equivalent,
each exterior door shall be of heavy
gauge metal, tempered glass, or solid
wood core (not less than 1% inches
thick) construction, or else shall be cov-
ered with metal sheeting of at least 16
gauge (A-inch thick) or its equivalent,
or with grillwork, to give like protection;

(d) Outside hinge pins shall be
welded, flanged, or screw-secured, non-
removable pins;

(e) Except where expressly prohibited
by applicable laws pertaining to fire pro-
tection, accessible openings exceeding
96 square inches in area and 6 inches in
the smallest dimension (other than
storefront display windows), shall either
meet the standards for exterior doors, or
else shall be protected by inside or out-
side iron bars one-half inch in diameter,
or by flat steel material, spaced not more
than 5 inches apart and securely
fastened, or by iron or steel grills of '-
inch material of 2-inch mesh, securely
fastened, or by other heavy-duty ma-
terial that provides equivalent protec-
tion. The requirements of this paragraph
shall not apply to skylights protected by
alarm systems.

(f) The following types of establish-
ments whose inventories pose a particu-
larly heavy risk shall, as a minimum, in
addition to the requirements of para-
graphs (a) through (e) of this section,
be protected by the type of alarm system
indicated. If the system specified in sub-.
paragraph (1) of this paragraph is not
available in the community in which the
premises are located, the type of system
specified in subparagraph (2) of this
paragraph shall be perriiitted.

(1) Central station, supervised service,
alarm systems shall be required for the
following:

(I) Jewelry-manufacturing, whole-
sale, and retail;

(ii) Gun and ammunition shop;
(Ill) Wholesale liquor;
(iv) Wholesale tobacco;
(v) Wholesale drug; and
(vi) Fur store.
(2) Silent alarm systems shall be re-

quired for the following:
(I) Liquor store;
(ii) Pawn shop;
(iII) Electronic equipment store;
(iv) Wig shop;
(v) Clothing (new) store;
(vi) Coin and stamp shop;
(vii) Industrial tool supply house;
(viii) Camera store; and
(ix) Precious metal storage facility.
(3) Local alarm systems shall be re-

quired for the following:
(i) Antique store;
(ii) Art gallery; and

(iII) Service station.
(g) The protective device requirements

set forth in this section shall not apply
to premises which are insured only un-
der Option 2 against the peril of robbery
only, as provided in paragraph (c) of
§ 1933.25 of this chapter.

PART 1933-COVERAGES, RATES,
AND PRESCRIBED POLICY FORMS

Subpart A-Residential Crime Insurance Coverage
Sec.
1933.1
1933.2
1933.3

1933.4
1933.5

Description of residential coverage.
Limits of residential coverage.
Amount of residential policy de-

ductible.
Residential crime insurance rates.
Required residential policy form.

Subpart B-Commercial Crime Insurance
Coverage

1933.21 Description of commercial coverage.
1933.22 Limits of commercial coverage.
1933.23 Amount of commercial policy de-

ductible.
1933.24 Classification of commercial risks.
1933.25 Commercial crime insurance rates.
1933.26 Required commercial policy form.

AurorrsTy: The provisions of this Part
1933 Issued under sec. 7(d), 79 Stat. 670; 42
U.S.C. 3535(d); sec. 1103, 82 Stat. 566; 12
U.S.C. 1749bbb-17.

Subpart A-Residential Crime
Insurance Coverage

§ 1933.1 Description of residential cov-
erage.

(a) The purpose of this § 1933.1 is
descriptive only, and it shall be subject
to the express terms and conditions of
the policy form prescribed in § 1933.5.

(b) The initial policy issued by the
insurer for residential properties shall
be known as the residential crime insur-
ance policy. Subject to its terms, the
policy reimburses an insured for loss
from burglary- and larceny incident
thereto, robbery (including observed
theft), or attempt thereat, of personal
property from the premises or in the
presence of an insured, and for damage
to the premises caused by any such at-
tempt. It also covers damage to the in-
terior of the part of the building occu-
pied by the named insured's household
at the described premises, and to the
insured property both therein and away
from the premises, caused by vandalism
or malicious mischief: Provided, That
with respect to damage to the building
an insured is the owner thereof or is
liable for such damage. The policy is
subject to the exclusions set forth
therein.

(c) The residential crime insurance
policy shall be written only for an indi-
vidual, or for a single family or house-

Ca nx INStrA

RESmENTIAL CRME INSURANCE POLICY
This Policy (of which this Application is a

part) covers losses from burglary and
larceny incident thereto, and robbery, in-
cluding observed theft, subject to appli-
cable limits and to a deductible, as stated
below, and to Federal law and regulations.

hold, living in a one-to-four family housq
or as tenants in separate living quarters
in an apartment building or dormitory,
Premises in hotels (other than residence
hotels where normal occupancy exceeds
6 months in duration) and premlses
within residential properties used in
whole or in part for business purposes
are not eligible for coverage under the
residential policy.
§ 1933.2 Limits of residential coverage.

The residential crime insurance policy
may be written in amounts not less than
$1,000 and not in excess of $5,000 for
each insurable premises. Any amount of
insurance, or fraction thereof, above a
specified limit shall be charged the ap-
plicable rate for the next higher limit
of coverage. Specified limits of coverage
are set forth In § 1933.4.
§ 1933.3 Amount of residential policy

deductible.
The residential crime insurance policy

shall be subject to a deductible in the
amount of $75 for each loss occurrence,
or 5 percent of the gross amount of the
loss, w hichever Is greater. The face
amount of coverage specified in the pol-
icy Is not reduced by the application of
this deductible. Thus, If an insured hav-
ing a $5,000 policy incurs a $5,000 cov-
ered loss, he would receive $4,750. If the
loss were $6,000, he would receive the full
$5,000.
§1933.4 Residential crime insurance

rates.
The premium rates for the residential

crime insurance policy vary according to
the territory in which the insured prem-
ises are located, as set forth in Part 1034
of this chapter. Annual premiums for
policy limits of $1,000, $2,000, $3,000, and
$5,000 in each of these territorial classi-
fications shall be as follows: (a) Terri-
tory 01 (low rlsk)-$30, $40, $50, and
$60; (b) territory 02 (average rlsk)-$40,
$50, $60, and $70; and (c) territory 03
(high risk)-$50, $60, $70, and $80.
§ 1933.5 Required residential policy

form.
The following shall constitute the ap-

plication form and the policy form for
the residential crime insurance policy,
and no other application form or policy
form shall be used unless otherwise pro-
vided by this § 1933.5. Coverage will com-
mence at noon on the day following the
date of application unless a later date
is specified in the application.

(a) Owner's or tenant's Residential
Crime Insurance Policy application
form:
ICE PROGRAM

=ERlSAL INSURLANCE ADMINISTRlATION
(An Agency of the U.S. Government)

U.S. Department of Housing nnd Urban
Development, Washington, D.C. 20410
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ance as Is afforded for loss at or damage to
the premises applies while the premises are
rented by an insured owner or tenant to an-
other for use as a private residence only, sub-
ject to the following provisions:

1. The insurance applies only with respect
to property owned by an Insured.

2. The Insurance does not apply (a) to
money, securities, jewelry, watches, neck-
laces, bracelets, gems, precious and semi-
precious stones, and articles of gold or plati-
num, furs, fine arts, antiques, coin or stamp
collections, or (b) to loss caused by a tenant
of such premises or any of his employees or
members of his household.

IV. Application of insurance while the
premises are occupied by three or more per-
sons not related to the named insured. Such
insurance as is afforded for loss at or dam-
age to the premises applies while the premises
are occupied by three or more persons not
related to the named insured owner or ten-
ant, subject to the following provisions:

1. The insurance applies only with respect
to property owned by the named insured.

2. The insurance does not apply (a) to
money, securities; gems, precious and semi-
precious stones, gold or platinum (other than
jewelry); antiques, coin or stamp collec-
tions; or (b) to loss caused by a tenant of
such premises or any of his employees or
members of his household.

3. Under this insuring agreement, the
actual cash value of any one article of jewelry
(including watches) shall b& deemed not to
exceed ^50.

V. Removal to other premises. If thie named
insured moves to other premises which he In-
tends to occupy permanently as his private
residence, such insurance as it afforded for
loss at or damage to the premises designated
in the Application applies subject to the
following provisions:

1. During the moving, for a period not to
exceed thirty (30) days, the insurance applies
at the premises and at the other premises
and to the insured property while In transit.

2. Upon completion of the moving the in-
surance applies at the other premises and no
longer applies at the original premises: Pro-
vided, That all coverage under this policy
shall cease at the end of the thirty (30) day
period, and the policy shall be deemed can-
celed by the Insurer'as of such date.

VI. Policy period, territory. This Policy
applies only to loss which occurs during the
Policy period within a State, as defined in
12 U.S.C. 1749bbb-2 and set forth in 24 CFP.
1905.L

Exclusions

This Policy does not apply:
(a) To loss committed by an insured;
(b) To loss of (1) any aircraft, motor

vehicle (other than motorized equipment de-
signed for service purposes and not licensed
for highway use), trailer, boat, or the equip-
ment thereof, (2) articles carried or held as
samples or for sale or for delivery after sale,
or (3) animals, fish, or birds;

(c) To loss sustained by a person not re-
lated to an Insured who pays board or rent
to an insured;

(d) To loss due to war, whether or not
declared, civil war, insurrection, rebellion or
revolution, or to any act or condition inci-
dent to any of the foregoing,

(e) To loss due to nuclear reaction, nuclear
radiation, or radioactive contamination, or
to any act or condition incident to any of
the foregoing;

(f) While the premises are used as a
boarding or lodging house or for any pur-
pose other than private residence occupancy,

(g) To property while in the charge of any
laundry, cleaner, dyer, tailor, or presser except
by robbery or by burglary at such premises;

(h) To property while In the mall;L.
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(1) To loss away from the premises of (1)
property pertaining to a business of an in-
sured, (2) property while at any dwelling,
including grounds, garages, stables, and
other outbuildings incidental thereto, owned
or occupied by or rented to an insured except
while an insured Is temporarily residing
therein, (3) property of a residence employee
unless at the time of loss he is engaged In
the employment of an insured and the prop-
erty is in his custody, or the property is at a
dwelling as aforesaid while an insured is
temporarily residing therein, (4) property
while unattended in or on any motor vehicle
or trailer, other than a public conveyance,
unless the loss is the result of forcible entry
into a fully enclosed and locked luggage com-
partment, of which entry there are visible
marks upon the exterior of said vehicle, and
then for not more than $500, or (5) other
property, except personal property owned or
used by an insured.

. (j) To loss if the premises are not equipped
with the protective devices required as a con-
dition of eligibility for the purchase of this
Policy by the regulations of the Federal In-
surance Administration, as published at the
time of the inception of the then current
term of the Policy in Subchapter C, Chapter
X, Title 24, Code of Federal Regulations.

Conditions

1. Defiitions-(a) Named insured. "Named
insured" means the insured named in the
Application. "Insured" means the named in-
sured and any person while a permanent
member of the named Insured's household,
other than (1) a residence employee or (2) a
person not related to the named insured or
his spouse and who pays board or rent to
either.

(b) Premises. "Premises" means the prem-
ises designated in the Application, including
grounds, garages, stables, and other out-
buildings incidental thereto.

(c) Burglary. "Burglary" or "burglary and
larceny incident thereto" means the feloni-
ous abstraction of insured property from
within the premises by a person making
felonious entry therein by actual force and
violence, evidenced by visible marks upon, or
physical damage to, the exterior of the
premises at the place of such entry.

(d) Robbery. "Robbery" or "robbery, in-
eluding observed theft," means the taking of
insured property (1) by violence inflicted on
an insured; (2) by putting him In fear of
violence; (3) by any other overt felonious act
committed his presence and of which he was
actually cognizant, provided such other act
Is not committed by an insured; or (4) from
the person or direct care and custody of an
insured who has been killed or rendered
unconscious.

(e) Money. "Money" means currency,
coins, bank notes, and bullion.

(f) Securities. "Securities" means all ne-
gotiable and nonnegotiable Instruments or
contracts representing either money or other
property and includes revenue and other
stamps In current use, tokens, and tickets,
but does not include money.

(g) Business. "Business" includes trade,
profession, or occupation.

(h) Loss. "Loss" Includes damage.
(I) Residence employee. "Residence em-

ployee" means an employee of an insured
whose duties are incidental to the owner-
ship, maintenance, or use of the premises,
including the maintenance or use of auto-
mobiles or teams, or who performs elsewhere
duties of a similar nature not In connection
with an Insured's business.

2. Interests covered. The insuranco does
not apply to the interest In insured property
of any person or organization, unless In-
cluded In the named insured's proof of loss.

3. Limits of Ziability; scttlemcnt options.
The Insurer shall not be liable on account of
any loss unless the amount of such loz,3 shall
exceed the amount of the deduotible do-
scribed in the Application which Is made a
part of this Policy and the Insuror shall then
be liable only for such exces over and above
the deductible, subject to and within the
limit of insurance covered by the Policy.

The limit of the Insurer's liability for lo's
or damage In any one occurrence shall not
exceed the applicablo limit of In"uranco
stated In the Application, nor what It would
cost at the time of loss to repair or replaco
the property with other of like kind and
quality, nor the actual c.'sh value thercof
at the time of los3: Provided, however, That
the limit of the Insurer's liability for loj of
money Is 0100, and for loess3 of securltie3 is

300.
If there is loss of an article which io part of

a pair or set, the memuro of le= shall be a
reasonable and fair proportion of the total
value of the pair or sot, giving consideration
to the importance of said artileo, but ouch
loss shall not" be construed to mean total
loss of the pair or set.

The applicable limit of insuranco stated
n the application is the total limit of the

Insurer's liability with respect to all loss of
property of one or more perons or organiza-
tions arIsing out of any one occurrence. All
loss incidental to an actual or attempted
fraudulent, dishonest, or criminal act or co-
ries of related acts at the premicsc, whether
committed by, one or more porcons, chall be
deemed to arise out of one occurrence,

The Insurer may pay for the los In money
or may repair or replace the property and
may rettle any claim for loj of property
either with the named inurcd or the owner
thereof. Any property so paid for or roplaced
shall become the property of the Insurer. Any
property recovered after settlement of a l,.s
shall be applied first to the exponso of the
parties in making such recovery, with any
balance applied as If the recovery had been
made prior to said settlement, and los3 re-
adjusted accordingly. The insured or the In-
surer, upon recovery of any such property,
shall give notice thereof as soon as prac-
ticable to the other.

4 Insured's duties when loos occurs. Upon
Imowledge of loss or of an occurrence which
may give rise to a claim for loso, the Insured
shall (a) give notice thereof as soon as prac-
ticable to law enforcement authorities and
to the Insurerthrough any of its authorized
agents, and (b) file detailed proof of loss,
duly sworn to, with the Insurer through Its
authorized agents within sixty (60) days
after the discovery of los, Upon the Insuror's
request, the insured and every claimant here-
under shall submit to examination by the
Insurer, subscribe the samo under penalty of
18 U.S.C. 1001 pertaining to fraud and falso
representation, and produce all pertinent
records, all at ouch reasonable time and
places as shall be designated, and shall co-
operate In all matters pertaining to lozs or
claims with respect thereto.

5. Other insurance. If there Is any other
valid and collectible insurance which would
apply in the absence of this Policy, the In.
surance under this Policy shall apply only as
excess insurance over such other insurance;
provided, that the insurance shall not apply:
(a) To property which s separately dcribcd
and enumerated and specifically Insured In
whole or in part by any other insuranco or
(b) to property otherwise Insured unlez such
property is owned by an Insured.

6. No benefit to balec. The insurance
afforded by this Policy shall not inure di-
rectly or indirectly to the benefit of any
carrier or bailee.

7. Appraisal. If the named Insured and the
Insurer fail to agree as to the amount of loss
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each shall, on the written demand of either,
made within sixty (60) days after r ecletp
made within sixty (60) days after receipt
of proof of loss by the Insurer, appoint a
competent and disinterested appraiser, and
the appraisal shall be made at a reasonable
time and place withb thirty (30) days after
the two appraisers are appointed. If the ap-
praisers fail to agree, they siall jointly select
a competent and disinterested third ap-
praiser and submit the question to him
within fifteen (15) days thereafter. The first
two appraisers shall state separately the
actual cash value at time of loss and the
amount of the loss. Subsequent agreement in
-writing by any two of the three appraisers
within thirty (30) days after the third ap-
praiser was selected shall be considered by
the Insurer in determining the amount of the
loss but shall not be considered binding upon
him and shall not be admissible as such in
court. The named insured and the Insurer
shall each pay its chosen appraiser and shall
bear equally the expenses of the third ap-
praiser and the other expenses of appraisal.

The Insurer shall not be held to have
waived any of its rights such as, without
limitation, the right to deny liability under
th' Policy by any act relating to appraisal.

8. Action against insurer. No action shall
lie against the Insurer unless, as a condition
precedent thereto, there shall have been full
compliance with all the terms of this Policy,
nor until ninety (90) days after the required
proofs of loss have been filed with the In-
surer, nor at all unless commenced within 2
years from the date when the insured first
has knowledge of the loss and within 1 year
after the date upon which the claimant re-
ceived written notice of disallowance or par-
tial disallowance of the claim. Any such ac-
tion shall be brought in a U.S. district court,
as required by 12 U.S.C. 1749bbb-ll.

9. Subrogation. In the event of any pay-
ment under this Policy, the Insurer shall be
subrogated to all the insured's rights of re-
covery therefor against any person or orga-
nization and the insured shall execute and
deliver instruments and papers and do what-
ever else is necessary to secure such rights.
The insured shall do nothing after loss to
prejudice such rights.

1". Changes. Notice to any agent or knowl-
edge possessed by any agent or by any other
person shall not effect a waiver or a change
in any part of, this Policy or estop the Insurer
from asserting any right under the. terms
of this Policy; nor shall the terms of this
Policy be waived or changed, except by en-
dorsement issued to form a part of this
Policy, as approved by the Federal Insurance
Administrator.

11. dancellation. This Policy may be can-
celed by the named Insured by surrender
thereof to the Insurer or any of its author-
ized agents or by ma"ing to the Insurer
written, notice stating when thereafter the
cancellation shall be effective. The grounds
for cancellation of coverage by the Insurer
shall be limited to those set forth In Sub-
chapter C, Chapter VII, Title 24 of the Code
of Federal Regulations. Except as otherwise
provided by such regulations and by Insuring
Agreement V(2), notice of cancellation by
the Insurer shall be mailed to the named
insured at the address shown in this Policy,
stating when not less than thirty (30) days
thereafter such cancellation shall be effec-
tive. The mailing of notice as aforesaid shall
be sufficient proof of notice. The time of the
surrender or the effective date of cancellation
stated in the notice shall become the end of
the Policy period. Delivery of such written
notice either by the named insured or by the
Insurer shall be equivalent to mailing.

In the event of cancellation, earned pre-
miun shall be computed in accordance with
the customary short rate table and proce-
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dure, unless otherwise specifically provided
in said regulations Issued by the Insurer.
Premium adjustment may be made either at
the time cancellation Is effected or as oon
as practicable after cancellation becomes ef-
fective, but payment or tender of unearned
premium is not a condition of cancellation.

12. Assignment. Assignment of ntereot un-
der this Policy shall not bind the Insurer
until Its consent is endorsed hereon; If, how-
ever, the named insured shall die, this Policy
shall cover the named Insured's spouce. If a
resident of the same household at the time
of such death, and legal representative as
named Insured: Provided, That notice of can-
cellation addressed to the insured named In
the Application and miled to the addres
shown n this Policy shall be cuillelent no-
tice to effect cancellation of this Policy. If
the legal representative of the named n-
sured is not a person who %a a permanent
member of the named Insured's household
at the time of the death of the nnmed In-
sured, this Policy shall apply as It applied
prior to such death but shall not apply to
loss of property owned or used by such legal
representative, a member of his household
or a residence employee thereof, unle:s such
loss occurs at a part of the prem occupied
exclusively by said named insurcd's houe-
hold.

13. Dcclarations. By digning the AppUca-
tion or by acceptance of thils Policy the
named insured certifl, and agrees, under
penalty of Federal law dealing with fraud
and false representation (18 U.S.O. 1001),
that the statements in the Application aro
his agreements and representations., that this
Policy is Issued in reliance upon the truth
of such representations, that he Is avare of
the applicability of the Regulations Icaued by
the Insurer, and that this Policy and said
regulations embody all agreement- ex sting
between'himself and the Insurer or any of Ito
agents relating to this Insurance.

In witness whereof, the Federal Insuranco
Administration has accepted the declara-
tions of the Insured set forth in the Appli-
cation and has caused this Policy to be Lued.

Fcdcra Insurance AdmInlstrat-r.

(c) Such endorsements to the owner's
or tenant's Residential Crime Insur-
ance Policy forms as the insurer may
approve.

Subpart B-Commercial Crime
Insurance Coverage

§1933.21 Description of commercial
coverage.

(a) The purpose of this § 1933.21 Is
descriptive only, and It shall be subject
to the express terms and conditions of
the policy form prescribed in § 1933.26.

(b) The initial policy issued by the In-
surer for commercial propertls shall be
known as the commercial crime insur-
ance policy. Subject to its terms, the
policy reimburses an insured for loss
from robbery inside the premises, robbery
outside the premises (up to a limit of
$5,000 unless an armed guard accom-
panies the insured's messenger), the
wrongful taking of insured property by
compelling an insured to admit a person
into the premises, safe burglary and lar-
cency incident thereto (up to a limit of
$5,000 unless the insured property is in a
Class E safe anchored to the floor), theft
observed by the insured, theft from a
night depository in a bank, burglary and
larceny incident thereto, robbery of a
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watchman (not to exceed $50 for any one
article of jewelry), and damage to the
premises (of which the insured is owner
or for which the Insured is liable) as a
result of any of the foregoing. The policy
is subject to the exclusions set forth
therein.

(c) The commercial crime insurance
policy may be written for any industrial,
commercial, nonprofit, or public property
in accordance with the risk classifications
set forth in § 1933.24 and vithin the lim-
its of coverage set forth in § 1933.22, sub-
Ject to the applicable requirements of
this subchapter, such as the requirement
for adequate protective devices set forth
in Subpart C of Part 1932 of this chapter.

(d) Certain portions of the materlals
contained in the sections that follow are
based upon the Burglary Insurance Man-
ual issued by the Insurance Services
Office, 160 Water Street, New York, NY
10038, and are being reproduced in these
regulations and in the related commer-
cial crime insurance manual with the
permissLon of the copyright owner.
§ 1933.22 Limits of commercial cover-

age.

The commercial crime insurance poli-
cy may be written in amounts not less
than $1,000 and not in excess of $15,000
for each insured premises. The raxmum
limit of coverage may not be increased
by Insuring several departments of a
single business or institution at one
premises as separate premises. Each
$1,000 of insurance, or fraction thereof,
shall be charged the applicable rate for
the full $1,000 of coverage.

§ 1933.23 Amount of commercial policy
deductible.

(a) he commercial crime insurance
policy for industrial and commercial
risks shall be subject to a deductible in
the following amounts for each loss
occurrence, or 5 percent of the gross
amount of the loss, whichever s greater,
in accordance with the categories estab-
Ulshed in § 1933.25(b) (3): Category I,
$50; Category fl, $75; Category 111, $100;
Category IV, $150; all other cate-
gories, $200. The face amount of cover-
age specified in the policy is not reduced
by the application of this deductible.
Thus, If an insured having a $15,000
policy Incurs a $15,000 covered loss, he
would receive $14,250. If the loss were
$16,000, he would receive the full $15,000.

(b) The commerci crime insurance
policy for nonprofit or public property
risks shall be subject to a deductible in
the amount of $100 for each loss occur-
rence, or 5 percent of the amount of loss,
whichever is greater.
§ 1933.24 Classifcation of commercial

risks.
(a) The governing factor in determin-

ing the risk classification applicable to
a particular premises is the kind of busi-
ness conducted by the insured at that
location. If there is no specific kind of
business applicable to the risk, then the
kind of merchandise inventoried and
held for sale governs. Such risks take
the classification of the merchandise or
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inventory comprising the majority value
of the contents. For example, a candy
store carrying an incidental line of to-
bacco is still classified as a candy store.

(b) Individual concessionaires operat-
ing within a premises take the same
classification as the business premises
in which such concessionaires are lo-
cated unless the concessionaire's classi-
fication is higher, in which case the
concessionaire's classification shall be
used.

(c) The following classifications shall
be applicable to the commercial crime
insurance policy:

Statistical
Class: Code

1 All risks not otherwise classified,
including nonprofit and public
properties ---------------------- 01

3 Amusement Enterprises (not other-
wise classified) ------------------ 02

2 Automobile Sales and Service ---- 03
2 Billiard and Pool Parlors --------- 04,
2 Bowling Lanes or Centers --------- 05
3 Cameras and Photographic Sup-

plies ------------ ------- 06
3 Clubs ---------------------------- 07
3 Dance Halls and Pavilions -------- 08
2 Drug Stores and Druggists" Sun-

dries --------------------------- 09
3 Dry Cleaners --------------------- 10
2 Electrical Appliances-Sales and

Service ------------------------- 11
3 Furriers -------------------------- 12
2 Garages --------------- --- 13
3 Gasoline Service Stations -------- 14
2 Golf and Other Sports Profes-

sionals ------------------------- 15
2 Grocery Stores and Delicatessens_ 16
3 Gun and Ammunition Shops ---- 17
3 Jewelry Stores ------------------- 18
3 Laundries ------------------------ 19
3 Liquor Stores -------------------- 20
2 Meat and Poultry Dealers; Butcher

Stores ------------------------- 21
2 Men's and Students' Clothing, 14

years and over ----------------- 22
3 Pawnbrokers ------------------- 23
2 Radio and Television-Sales and

Service ----------------------- 24
2 Restaurants ---------------------- 25
3 Small loan and Finance Com-

panies ------------------------- 26
3 Taverns -------------------------- 27
3 Theaters ------------------------- 28
2 Tobacco Dealers ------------------ 29
2 Women's and Junior Teens' Cloth-

ing, 14 years and over ---------- 30

§ 1933.25 Commercial crime insurance
rates.

(a) Premium rates for commercial
crime insurance policies shall be deter-
mined in accordance with the procedures
set forth in paragraph (b) of this sec-
tion, which will also be contained in the
commercial crime insurance manual sup-
plied to any eligible agent or broker upon
request. Such request should be made
to the servicing company responsible for
the area in which the agent or broker is
located, the name and address of which
is listed in § 1930.6 of this chapter.

(b) The following procedure shall be
used to determine the annual rates appli-
cable to commercial crime insurance
policies issued under the program:

(1) The risk classification and terri-
tory rate shall first be determined In

accordance with §§ 1933.24 and 1934.2
of this chapter;

(2) For risks having gross receipts of
less than $2 million annually, the base
rate for the first $1,000 of coverage shall
be determined in accordance with the
following table:

TERITORY

Clas 01 02 03

---------------------------- $70 $80 $100
--------------------------- 50o 100 120

03 ----------------------------- 100 120 130

For risks having gross receipts between
$2 million and $4,999,999, the base rate
is 0.0002 of such gross receipts. For risks
having gross receipts of $5 million or
more, the base rate shall be 0.00025 of
such gross receipts;

(3) The base rate determined in sub-
paragraph (2) of this paragraph shall
be multiplied by the appropriate multi-
plier from the following table, as deter-
mined by the applicant's Federal income
tax return for the most recent taxable
year, in order to obtain the actual pre-
mium for the first $1,000 of coverage.
If the applicant is a nonprofit or public
entity whose gross receipts constitute
less than its operating budget, its op-
erating budget shall be used in lieu of
gross receipts to determine the appro-
priate multiplier.

Category Gross receipts (or operating Multiplkr
budget, if applicable)

I Less than $25,000. -.-.-----.... 1.00
II $25,000-1,49,99q ------------..... 1.60

III 10,000-0093 ------------------- 2.C
IV $100,00-0291,99- ................. 2.50
v 00,000-4q99, ------- -...... 3.00

VI ................. 3.50
VIT $l,000000-1,49),09 ---------- 4.00

VIII 1,00,000-$1,999,- -............. 4.60
IX -2,000,000or over ---------------- 2. 00

(4) Rates for higher limits of cover-
age shall be determined by applying to
the premiua base derived in accordance
with subparagraph (3) of this paragraph
the appropriate higher limits factor from
the following table for the applicable
amount of coverage:

Rate for applicable
amount of coverage:

$1,000---------------------------
$2,000
$3,000
$4,000
$5,000
$6,000
$7,000 -----------------.-.---....
$8,000---------------------------
$9,000 ----------
$10,000 -------------------------
$11,000
$12,000
$13,000
014,000
$15,000

ligher
limits
factor

1.00
1.95
2.85,
3.70
4.50
5.25
5.95
6.60
7.20
7.75
8.25
8.70
9.10
9.45
9.75

(5) The product derived in accordance
with subparagraph (4) of this paragraph
shall then be rounded to the next higher
dollar above $0.49 to obtain the charge-
able annual policyholder premium for
full coverage under all insuring agree-

ments (both robbery and burglary), taib-
ject to the specified dollar limit for each
single occurrence. This combination of
equal amounts of robbery and burghry
coverages shall be refcrred to as "Option
1", and all crime insurance applications
shall be assumed to bcx for coverage under
Option 1 unlcss otherwise specified in
Line 6 of the Application.

(c) Option 2: An applicant may elect
to purchase coverage only under Inbur-
ing Agreements 1, II, VI, and VII of the
Commercial Crime Insurance Policy,
dealing with Robbery, Observed Theft,
and Damage resulting from losses under
Insuring Agreeme ts I and II only, nub-
ject to the specified dollar limit for each
single occurrence. To obtain covera,
under Option 2, the applicant or hi
agent or broker shall enter the words
"Option 2," the limit of' coverage b lng
applied for, and the words "robbery
only" on Line 6 of the application form.
Thus, if $5,000 in coverage under Option
2 is being applied for, the entry on Lino
6 should read, "Option 2: $5,000-rob-
bery only". Tl'e premium for coverao
under Option 2 shall be determined In
accordance :ith the procedure set forth
in Paragraph (b) of this section, multi-
plied by a factor of 0.60 ,nd then roundcd
to the next higher dollar above $0.49.

(d) Option 3. An applicant may ele t
to purchase coverage only under Ino.ur-
ing Agreement, III, IV, V, VI, and VI
of the CommerclPI Crime Insurano
Policy, dealing with Safe Burglary, Thelt
from Night Depository, and Burglary or
Robbery of a Watchman, and Damage
resulting from losses under Insuring
Agreements III and V only, subject to
the specified dollnr limit for each sin,1o
occurrence. To obtain ' coverage under
Option 3, the applicant or his agent or
broker shall enter the words "Option 3",
the limit of coverage being applied for,
and the words "burglary only" on Line
6 of the application form. Thus, If $5,000
in coverage under Option 3 Is being ap-
plied for, the entry on Line 6 should
read, "Option 3: $5,000-burglary only".
The premium for coverage under Option
3 shall be determined in accordance with
the procedure set forth in paragraph (b)
of this section, multiplied by a factor of
-0.50 and then rounded to the next higher
dollar above $0.49.

(e) Option 4. An applicant may elect
to purchase coverage under both Option
2 and Option 3 only In the same polic3
and only-if both coverages are applied
for (or else one is renewed or rewritten
and the other Is added) at the same time.
To obtain coverage undcr Option 4, the
aoplicant or his agent or broker s:hall
enter the words "Option 2," followed by
the limit of coverage being applied for
under that option, and "Option 3," fol-
lowed by the limit of coverage being, an-
plied for under that option, on Line 6
of the application form. Thus, If $5,000
in coverage under Option 2 and $10.000
in coverage under Option 3 are being
applied for. the entry on Line 6 should
read, "Option 2-5,000; Option 3-
$10.000". The premium for combined
coverage under Option 4 shall consist of
the sum of the applicable premiums for
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APPLIcATION-Continued

Certification by Agent or Broker:
"I certify, under penalty of Federal law for fraud or intentional misrepresentation as set

forth in 18 U.S.C. 1001, (1) that I am an agent or broker licensed in the State in which the
premises are located, (2) that the date of-this Application is correct, and is the date on
which the Applicant submitted this completed Application to me, and (3) that to the best
of my knowledge and belief I have fully explained to the Applicant the nature of the
protective device requirements which are a prerequisite for coverage under this policy.
I also agree that in the event of cancellation of a Policy, I-shall ratably refund to the
Federal Insurance Administration commissions on the unearned portion of premiums at
the same rate at which such commission was originally paid."

(Signature of Agent or Broker)

(b) Commercial Crime Insurance
Policy form:

FEDERAL INSUEAICE ADmXn=TATiox
COULMRCIAL CarILE inSURANCE POLICY

The Federal Insurance Administrator,
herein called the Insurer, agree with the
Insured, named in the Application made a
part hereof, In consideration of the payment
of the premium and in reliance upon the
statements in the Application, and subject to
(1) the provisions of title VI of Public Law
91-609 and Subchapter C, Chapter VII, Title
24 of the Code of Federal Regulations, and
(2) the limits of insurance, exclusions, con-
ditions, deductibles, and other terms of this
Policy with respect to the following criminal
acts:

Insuring Agreements
I. Robbery, including observed theft, inside

the premises. To pay for loss by robbery or
observed theft of money, securities, merchan-
dise, furniture, fixtures, and equipment
within the premises.

IL Robbery, including observed theft, out-
side the premises. To pay for loss by robbery
or observed theft of money, securities, and
merchandise, including the wallet or bag
containing such property, while such prop-
erty is being conveyed by a messenger out-
side the premises, but no payment shall be
made for any loss In excess of $5,000 except
when an armed guard accompanies the
messenger.

m. Safe burglary. To pay for loss by safe,
burglary and larceny incident thereto of
money, securities, and merchandise within
the premises but no payment shall be made
for any loss in excess of $5,000 except with
respect to loss by safe burglary of a Class E
safe securely anchored to the floor.

IV. Theft from night depository. To pay
for loss by theft of money and securities
within any night depository in a bank.

V. Burglary; robbery of watchman. To pay
for loss by burglary and larceny incident
thereto or by robbery of a watchman, while
the premises are not open for business, of
merchandise, furniture, fixtures, and equip-
ment within the premises. Under this Insur-
ng agreement, the actual cash value of any
one article of Jewelry shall be deemed not to
exceed $50.

VL Damage. To pay for damage to the
premises and to money, securities, merchan-
dise, furniture, fixtures, and equipment
within the premises, by robbery, burglary,
safe burglary, robbery of a watchman, or at-
tempt thereat, provided with respect to dam-
age to the premises the insured is the owner
thereof or is liable for such damage.

VIL Policy period, territory. This Policy
applies only to loss which occurs during the
Policy period within a State, as defined in 12
U.S.C. 1749bbb-2 and set forth in 24 CFR
1905.1.

Exclusions
This Policy does not apply:
(a) To loss due to embezzlement or to

any fraudulent, dishonest, or criminal act
by any insured, a partner therein, or an offi-
cer, employee, director, trustee, or author-
ized representative thereof, while working or
otherwise and whether acting alone or in
collusion with others: Provided, That this
exclusion does not apply to safe burglary or

(Date)

robbery or attempt thereat by other than
an insurance or a partner therein;

(b) To loss due to war, whether or not
declared, civil war, Insurrection, rebellion,
or revolution, or to any act or condition
incident to any of the foregoing;

(c) To loss of manuscripts, records, or
accounts;

(d) Under Insuring Agreements V and VI,
to loss occurring during . a fire in the
premises;

(e) To loss due to nuclear reaction, nu-
clear radiation, or radioactive contamina-
tion, or to any act or condition incident to
any of the foregoing;

(f) To any loss if the premises are not
equipped with the protective devices required
as a condition of eligibility for the purchase
o1 ths Policy by thq regulations of the Fed-
eral Insurance Administration, as published
at the time of the inception bf the current
term of the Policy in Subchapter C, Chapter
VII, Title 24, Cede of Federal Regulations.

Conditions
1. Deflnitions-(a) Money. "Money"

means currency, coins, bank notes, and bul-
lion; and travelers checks, register checks,
and money orders held for sale to the public.

(b) Securities. "Securities" means all ne-
gotiable and nonnegotiable instruments or
contracts representing either money or other
property and includes revenue and other
stamps in current use, tokens, and tickets,
but does not include money.

(c) Premises. "Premises" means the in-
terior of that portion of any building at a
location designated In the Application which
is occupied by the insured as stated there-
in, but shall not include (1) showcases or
show windows not opening directly into the
interior of the premises, or (2) public en-
trances, halls, or stairways. As respects In-
suring Agreements I and II only, the prem-
ises shall also Include the space immediately
surrounding such building, provided such
space is occupied by the insured in conduct-
ing his business.

(d) Custodian. "Custodian" means the In-
sured, a partner therein, an officer thereof,
or any employee thereof who is in the regu-
lar service of and duly authorized by the
insured to have the care and custody of the
insured property within the premises, ex-
eluding any person while acting as a watch-
man, .porter, or janitor.

(e) Messenger. "Messenger" means the in-
sured, a partner therein, an officer thereof,
or a- , employee thereof who is in the regu-
lar service of and duly authorized by the
Insured to have the care and custody of the
insured property outside the premises.

(f) Robbery. "Robbery" or "robbery, In-
cluding observed theft," means the taking of
insured property (1) by violence inflicted
upon a messenger or a custodian; (2) by
putting him in fear of violence; (3) by any
other overt felonious act committed In his
presence and of which he was actually cogni-
rapt, provided such other act is not com-
mitted by an officer, partner, or employee of
the insured; (4) from the person or direct
care and custody of a messenger ur custodian
who has been killed or rendered unconscious;
(5) from within the premises by compelling
a messenger or custodian by violence or
threat of violence while outside the premises

to admit a person Into the premlses or to
furnish him with means of Ingremi Into tho
premises; or (6) from a showco or sllovt
window within the premises while regularly
open for business, by a person who has broken
the glass thereof from outsido the prcmles,

(g) Robbery of a watchman. "Robbery of a
watchman" means a felonious talng of
insured property by violence or threat of
violence Inflicted upon a private watohman
employed exclusively by the Insured and
while such watchman Is on duty within the
premises.

(h) Burglary. "Burglary" or "burglary and
larceny Incident thereto" moans the feloni-
ous abstraction of Insured property from
within the premises by a person making
felonious entry therein by actual force and
violence, evidenced by visible marks upon, or
physical damage to, the exterior of the
premises at the place of such entry.

(I) Safe burglary. "Safe burglary" or "eafe
burglary and larconcy Incident thereto"
means (1) the felonious abstraction of In-
sured property from within a vault or safo,
the door of which is equipped with a com-
bination lock, located within the premisve,
by a person making felonious entry Into such
vault or such safe and any vault containing
the safe, when all doorl thereof are duly
closed and locked by all combination locole
thereon, provided such entry rhall be made
by actual force and violence, evidenced by
visible marks upon the exterior of (a) all,
of sl.d doors of such vault or such cafo and
any vault containing the cafe, if entry Is
made through such doors, or (b) tho top, bot-
tom, or walls of such vault or such safe and
any vault containing the safe through which
entry is made, if not made through such
doors, or (2) the folonious abstraction of such
safe from within the premises.

(j) Jewelry. "Jewelry" means jewelry,
watches, gems, preclou or somprecoloua
stones, and articles containing one or more
gems.

(k) Loss. "Loss," except as used in Xnsur-
Ing Agreements I through V, includes
damage.

(1) Class S Safe. "Ola3 V, Safe" mens a
steel safe having walls at least 1 Inch thiol
and doors at least 1% Inches thick, or a
vault of steel at leaost 1,1 inch thick or of
reinforced concrete or stone at least 9 Inches
thick or of non-reinforcod concroto or tono
at least 12 inches thick, with steel doors at
least 1/ inches thick.

2. Ownership of property; intcrests
covered. The insured property may be owined
by the Insured or held by him In any capac-
Ity, whether or not the insured i liable for
the loss thereof: Provided, That the in-
surance applies only to the Interest of tle
insured in such property, Including the in-
sured's liability to others, and does not apply
to the interest of any other porson or or-
ganization in any of said property unless
included in the Insured's proof of lozs.

3. Joint insured. If more than one Insured
Is named In the Application, the insured
first named shall act for every Insured for
all purposes of this Policy. I~nowledgo pos-
sessed or discovery made by any insured
shall, for all purposes, ponstltuto knowledge
possessed or discovery made by every Inured.

4. Books and records. The Insured shall
keep records of all the Insured property in"
such manner that the Insurer can accurately
determine therefrom the amount of loss, and
If the insured maintains cash funds for the
purpose of check cashing, a complete record
of each check negotiated shall be kept by
the insured showing the names of the maker,
payee and drawee bank, and the date and
amount of the check, and such recordi shall
be maintained in a receptacle other than
used for money and securitie .

5. Limits 01 liability; settlement options.
The Insurer shall not be liable on account of
any loss unless the amount of such los shall
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exceed the amount of the deductible de-
scribed in the Application which Is made a
part of this Policy and the Insurer shall
then be liable only for such excess over and
above the deductible, subject to and within
the limit of Insurance covered by the Policy.

The limit of the Insurer's liability for loss
shall not exceed the applicable limit of In-
surance stated in the Application, nor what
it would cost at the time of loss to repair
or replace the property with other of like
kind and quality, nor as respects securities
the actual cash value thereof at the close of
business on the business day next preceding
the day on which the loss was discovered,
nor as respects other property the actual cash
value thereof at the time of loss: Provided.
however, That the actual cash value of such
other property held by the insured as a
pledge, or as collateral-for an advance or a
loan, shall be deemed not to exceed the value
of the property as determined and recorded
by the insured when making the advance
or loan, nor, in the absence of such record,
the unpaid portion of the advance or loan
plus accrued interest thereon at legal rates.

The applicable limit of insurance stated
in the Application is the total limit of the
Insurer's liability with respect to all loss of
property of one or more persons or organiza-
tions arising out of any one occurrence. All
loss incidental to an actual or attempted
fraudulent, dishonest or criminal act or series
of related acts at the premises, whether com-
mitted by one or more persons, shall be
deemed to arise out of one occurrence.

The Insurer may pay for the loss in money
or may repair or replace the property and
m3ay settle any claim for loss of property
elther with the insured or the owner thereof.
Any property so paid for or replaced shall
become the property of the Insurer. Any
property recovered after settlement of a loss
shall be applied first to the expense of the
parties in making such recovery, with any
balance applied as if the recovery had been
made prior to said settlement, and loss re-
adjusted accordingly. The insured or the In-
surer, upon recovery of any such property,
shall give notice thereof as soon as practica-
ble to the other.

6. InsureX's duties when loss occurs. Upon
knowledge or discovery of loss or of an occur-
rence which may give rise to a claim for loss,
the Insured shall: (a) Give notice thereof as
soon as practicable to law enforcement au-
thorities and to the Insurer through any of its
authorized agents, and (b) ile detailed proof
of loss, duly sworn to, with the Insurer
through its authorized agents within sixty
(60) days after the discovery of loss.

Upon the Insurer's request, the insured
and every claimant hereunder shall submit
to examination by the Insurer, subscribe the
same under penalty of 18 U.S.C. 1001 per-
tarning to fraud and false representation,
and produce all pertinent records, all at such
reasonable times and places as the Insurer
shall designate, and shall cooperate with the
Insurer in all matters pertaining to lost
or claims with respect thereto.

7. Other insurance. If there is any other
valid and collectible insurance which would
apply in the absence of this Policy, the in-
surance under this Policy shall apply only
as excess insurance over such other Insur-
ance; provided, that the Insurance shall not
apply (a) to property which Is separately
described and enumerated and specifically
insured in whole or in part by any other
insurance; or (b) to property otherwise in-
sured unless such property is owned by the
insured.

8. No beneflt to bailee. The insurance
afforded by this Policy shall not inure di-
rectly or indirectiy to the benefit of any car-
rier or other beilee for hire.

9. Appraisal. If the Insured and the Insur-
er fall to agree as to the amount of loss,
each shall, on the written demand of either,

made within sixty (GO) days after recelpt
of proof of loIcs by the Insurer, appoint a
competent and disinterested appraler, and
the appraisal sbal be made at a reasonable
time and place within thirty (30) days after
the two appraisers are appointed. If the ap-
pralsers fail to agree, they shall jointly select
a competent and disinterested third ap-
praiser and submit the question to him with-
in fifteen (15) days thereafter. The flrst two
appraisers shall state separately the actual
cash value at time of lo=s and the amount of
the loss, Subsequent agrcement In .riting
by any two of the three appralserz within
thirty (30) days after the third apprairer
was selected shal be considered by the In-
surer in determining the amount of the los
but shall not be considered binding upon
him and shall not ho admisible n such in
court. The insured and the Insurer shall cach
pay Its chosen appraiser and shall bear
equally the expenses of the third appraLer
and the other expenses of appraisal. The
Insurer shal not be held to have waived any
of its rights by any act relating to apprai-al.

10. Action against insurer. 1'o action chall
lie against the Insurer unless, as a condition
precedent thereto, there shal have been full
compliance with all the terms of this Policy
and the applicable regulations of the Federal
Insurance Administration, nor until ninety
(90) days after the required proofs of los
have been filed with the Insurer, nor at all
unless commenced within 2 years from the
date when the Insured discovers the loss and
within 1 year after the date upon which the
claimant received written notice of disallo--
ance or partial disallowance of the claim.
Any such action shall be brought in a U.S.
district court, as required by 12 U.S.C.
1749bbb-11.

1L subrogation. In the event of any pay-
ment under this Policy, the Insurer shall be
subrogated to all the Insured's rights of re-
covery therefor against any perc-on or or-
ganization and the Insured shall execute and
deliver instruments and papers and do what-
ever else Is necessary to secure such rights.
The insured shall do nothing after Ioss to
prejudice such rights.

12. Changes. Notice to any agent or knowl
1

edge possessed by any agent or by any other
person shall not effect a waiver or a change
In any part of this Policy or estop the Insurer
from the asserting any right under the terms
of this Policy; nor shall the terms of this
Policy be waived or challenged, except by en-
dorsement issued to form a part of this
Policy, as approved by the Federal Insurance
Administrator.

13. Cancellation. This Policy may be can-
celled by the insured by surrender thereof to
the Insurer or any of Its authorized agents or
by mailing to the Insurezwritten notice stall-
Ing when thereafter the cancellation shall
be effective. The grounds for cancellation of
coverage by the Insurer shall be limited to
those set forth in Subchapter C, Chapter VII
Title 24 of the Code of Federal Regulations.
Except as otherwise provided by such regula-
tIons, notice of cancellation by the Insurer
shall be mailed to the named Insured at the
address shown in this Policy. stating when
not less than thirty (30) days thereafter
such cancellation shal be effective. The mall-
Ing of notice as aforesaid shall be sufllclent
proof of notice. The time of the surrender or
the effective date of cancellation stated in
the notice shall become the end of the Policy
period. Delivery of such written notice either
by the named insured or by the Insurer shal
be equivalent to mailng.

In the event of cancellation, earned pre-
mium shall be computed in accordance with
the customary short rate table and procedure,
unless otherwise specifically provided In soad
Rlegulations issued by the Insurer. Pztemium
adjustment may be made elther at the ti
cancellation is effected or a soon as prac-
ticable after camoellatio beoomes effective.

but payment or tender of unearned premium
Is not a condition of cancellat-on.

14. Assfgnmcnt. Assignent of interest
under this Policy shll not bind the Insurer
until Its consent I-, endorsed hereon; If. how-
ever, the Insurcd 0hal die, this Policy ""'"

cover the Insured's IeZa representative as
Insured; provided that notice of cancellation
addre=cd to the Ins-urel named in the Appli-
cation and mailed to the address shown in
this Policy shall be cuildcent notice to effect
cancMtlaton of thls Policy.

15. Declarations. By cznlnZ the Appi--
tion or by acceptance of this Policy the in-
sur d certifles and agrces, und.r p nalty of
Federal law dce-aing vth fraud and faze
rCpreetatlon (18 U.S.C. 1001), that the
statements In the Application are his agree-
mantz and repreenta tons, that this Pcalcy
Ia Lucd in reliance upon the truth of such
representaton, that h is aare of the an-
plicabiity of the re&ulatlons L-ued by the
Insurer. and that this Policy and =id r--,u-
lations entody all agreements existing be-
ween himself and the Insurer or any its

a ents relating to this Insurance.
, vwitness whercof, the Federal Insurance

Adminitrator has accepted the declarations
of the inured ret forth in the Application
and han cau-ed this Policy to be I-ued.

Federal Insurarc Admfnistrator.

Cc) Such endorsements to the Com-
mercial Crime Insurance Policy forms
as the insurer may approve.

PART 1934-CLASSIFICATION OF
TERRITORIES

1934.1 Method of cla.ifying territories.
10342 List and clasicatlon of territories.

Aurnoarry: The provislons of this Part
1034 Is-ued under se 7(d). 79 Stat. 670;
42 U.S.C. 3535(d); sEc. 1103,82 Stat. 566; 12
U.S.C. 1749bbb-17.

§ 193-.1 Method of classifying terr-
toricm.

(a) Because rates are related to urban
population concentrations rather than
to State boundaries, the insurer has
determined that the Interests of the pub-
lie will be best served by classifying ter-
rtorle for the purposes of the Federal
crime insurance program on the basis of
statistics applicable to entire Standard
Metropolitan Statistical Areas, generally
referred to as "SMSA's."

(b) Under the classifleation system
prescribed by this part, all communities
within the same SMSA shall be assigned
the same rating classification, regard-
less of the State In which they are
situated. However, no community within
any SMSA will actually be eligible for
the sale of Federal crime Insurance un-
less the State in which it is situated is
then currently elfle.

(c) Eligible communities that are not
part of SMISs shall be assigned the
same territorial classification as the re-
mainder of the State, regardless of the
size of the communit.
§ 1934.2 List and cassificatlon of teri-

tories.
(a) Territories shall be clasified for

statistical and rating purposes as set
forth in the insurers Crime Insurance
Manual, which shall apply to all crime
insurance policies written under the pro-
gram. Such manual shall be supplied by
the servicing company on behalf of the
insurer to all eligible agents and brokers
within an eligible State.
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(b) The "Territories" section of th
Federal Crime Insurance manual she;
read as follows:

FEDERAL INSURANCE ADZI=mNATxONT

CRMnE nSURANCE MIANUAL

Territories
A. The Territorial arrangement for eac

state is as follows:
(1) If Standard Metropolitan Statistici

Areas exist, they are individually rated.
(2) The remainder of the State is place

in a single category.
B. Standard Metropolitan Statistico

Areas. The Standard Metropolitan Statistlc
Area (SMSA) have been adopted as statistic4
units in order to make It possible' for a
Federal agencies to utilize the same bounc
aries in publishing data useful for analyzir
metropolitan areas. The general concept
a metropolitan area is one of an integrate
economic and social unit with a recognize
population nucleus. "SMSA's Are Not Limitc
to a Single State or a Single City." Situ
this approach differs from conventional it
surance practices, caution is necessary I
rating the risk. For example, parts of Mar
land and Virginia are in the WVashingto:
D.C., SMSA.

C. Grading. Each SMSA and each lB
mainder of State is classified into one
three territories for rating purposes, vlz:

Territory 3 ----------- High risk.
Territory 2 ---------- Average risk.
Territory 1 ----------- Low risk.

D. Rating of SMSA's:

Statis- Ra
SMSA tical ter

code tor

Abilene, Tex (includes Taylor and Jones
Counles) ... --------- 0040

Akron Ohio (includes Summit and Port-
age Counties) ------------------------- 0050

Albany, Ga.(incudes DoughertyCounty). 0120
Albany-Scheneetady-Troy, N.Y. (in-

eludes Albany Rensselaer, Saratoga,
and Schenectady Counties) ----------- 01O

Albuquerque, N. Mex. (includes Bernal-
file County) ------------------.-------- 0200

Allentown-Bethlehem-Easton, Pa.-N.J.
(includes Lehigh and Northampton
Counties, Pa. and Warren County,
N.J.) ------------------------------ 0240

Altoona, Pa. (includes Blair County).... 0290
Amarillo, Tex. (includes Potter and Ran-

dall Counties) ------------------------- 0320
Anahdm-Santa Ana-Garden Grove,

Calif. (includes Orange County) - 0 ..... 0360
Anderson Ind. (includes Madison

County) ------------------------------- 010
Ann Arbor, Mich. (includes Washtenaw

County)-- .....--------------------- 0440
Appleton-Oshkosb, Wis. (includes Cal-

umet, Outagame, and Winnebago
Counties) ---------- _-------------- 040

Asheville, N.C. (includes Buncombe
County) ---------------------- ; --- 0460

Atlanta, Ga. (includes Clayton, Cobb,
Do Kalb, Fulton, and GwlnnettCoun-
ties) -------------- ---------- 0520

Atlantic City, N.J. (includes Atlantic
County) ------------------------------ 050o

Augusta, Ga.-S.C. (includes Richmond
County, GO. and Aiken County, 8.0) - 000

Austin, Tex. (includes Travis County)... 0640
Bakersfield Calf (includes Kern County) 000
Baltimore, hid. (includes Baltimore City

and Anne Arndel, Baltimore, Carroll,
Howard, and Hartford Counties) ------- 0720

Baton Rouge, La. (includes East Baton
Rouge Parish) ----------------------- 0760

Bay City, Mich. (includes Bay County).. 0S00
Beaumont-Port Arthur Tex. (includes

Jefferson and Orange Counties) ........ 0840
Billings, Mont. (includes Yellowstone

County) ------ _---------------------- 0840
Biloxi-Gulfport, Miss. (includes Harrlson

County) ------------------------------ 0920
Binghanton, N.Y.-Pa. (includes Broomo

and Tioga Counties, N.Y. and Suscie-
hanna County, Pa.) ------------------- 0960

Birmingham, Ala. (includes Jefferson,
Shelby, and Walker Counties) -------- 1000

Bloomington-Normal, Ill. (includes
McLean County) ---------------- 1040

Bolso, Idaho (includes Ada County) 1030
Boston-Lowell, Mass. (includes MifZddle-

sex, Norfolk, Plymoaih, and Suffolk
Counties) ---------------------------- 1120

Statl- Rate
SMSA tical tor-

code tory

Bridgeport-Stamford-Norwalk, Conn.
(includes Fairfield County) ..........

Brownsvllel-Harlingen-San Benito, Tex.
(includes Cameran County) .........-

h Bryan-College Station, Tex. (includes
Brazos County) .......................

Buffalo, N.Y. (includes Erie and Niagara
Counties) ...........................

Canton, Ohio (includes Stark County)...
d Cedar Rapids, Iowa (includes Linn

County) ----------------------_-------
71 Champaign-Urbana, Ill. (includes

Champaign County). .-- ...... -
il Charleston, S.C. (includes Charleston
ml and Berkeley Counties) ................
11 Charleston, W. Va. (includes Kanawha
I- County) .......................

Charlotte, N.C. (includes Mecklenburg
5 and Union Counties) ..................
of Chattanooga, Tenn.-Ga. (includes
ed Hamilton County, Tenn., and Walker
,d County, Ga.) .....................

Chicago, BI. (includes Cook, Da Page,d Kane, Lake, MeHenry, and Will
le Counties) . .......................
I- Cincinnati, Ohio-Ky.-Ind. (includes
.n Hamilton, Clermont and WarrenConties, Ohio. and Campbell, Ken-
7" ton, and Boone Counties, Ky., and
a, Dearborn County, Ind.) ................

Cleveland, Ohio (includes Cuyahoga.
Lake, Geauga, and Medina Counties)...

Colorado Springs, Colo. (includes El
of PawCounty)-------- ........-

Columbia, Mo. (includes Boone County).
Columbia, S.C. (includes Lexington and

Richland Counties) ..................
Columbus, Ga.-Ala. (includes Chatta-

hoocheo and Muscogee Counties, Ga.,
and Russell County, Ala.) ..............

Columbus, Ohio (includes Franklin,
Delaware. and Pickaway Counties) ..

Corpus Christi, Tex. (includes Nueces
to and San Patricia Counties) ............
ni- Dallas, Tex. (includes Collln, Dallas,
y Denton, Ellis, Kaufman, and Rockwell
- Counties) ...........................

Davenport-Rock Island-Moline, Iowa-
2 Ill. (includes Scott County, Iowa, and

Rock Island and Henry Counties, 1B.).
2 Dayton, Ohio (includes Greene, Miami,
1 Montgomery, and Preble Counties).

Decatur, fl1. (includes Macon County)..--
Denver, Colo. (includes Adams, Arapa-

1 hoe, Boulder, Denver, and Jefferson
Counties) ........................

3 Des Moines, Iowa (includes Polk County).
Detroit, Mich. (includes Macomb, Oak-

land, and Wayne Counties) ............
I D u b u q u e , Io w a . . . . . .... ............. ...
I Duluth-Superior, Mlinn.-Wis. (includes

St. Louis County, Minn., and Douglas
2 County, W is) .........................

Durham, N.C. (includes Durham and
3 Orange Counties) ....................

El Paso, Tex. (includes El Paso County)..
2 Erie, Pa. (includes Erie County) ......
3 Eugene. Oreg. (includes Lane County) ....

Evansville, Ind.-Ky. (includes Vander-
burgh and Warwick Counties, Ind., and

1 Henderson County, Ky.) .............
Fall River-New Bedford. Mass. (includes

2 Bristol County) ........... ............
Fargo-Moorhead, N. Dak.-Minn. (in-

2 eludes Cas County. N. Dak., and
Clay County, Minn.) .................

3 Fayotteville. N.C. (includes Cumberland
County) ...............................

2 Flint, Mich. (includes Genesee and
2 Lapeer Counties) ...................
3 Fort Lauderdale-Hollywood. Fla. (in-

cludes Broward County) ...........
3 Fort Smith Ark.-Okla (includes Sebas-

tian and 
6

rawford Counties, Ark., and
2 LoFloreand Sequoyah Counties, Okla.).
2 FortWayne, Ind. (includes Allen County).

Fort Worth, Tex. (includes Johnon and
2 Tarrant Counties) ................

I Fresno, Calif. (includes Fresno County)...
Gadsden, Ala. (includes Etowah

1 County) ..............................
Gainsville, Fla. (includes Alachua

County) ...............................
I Galveston-Texas City, Tex. (includes

Galveston County) ....................
2 Gary-Hammond-East Chicago, Ind. (in-
1 eludes Lake and Porter Counties) .....
2 Grand Rapids, Mich. (includes Kent and

Ottawa Counties) .....................
Great Falls, Mont. (includes Cascade

2 County) ...............................

11(o

1240

1200

1280
1320

130o

1400

1440

1480

1520

10

10

10-1
10o

1720
1740

170

170

180

1820

208

2040

20S0
2120

2103
2200

2240

2280
2320
230
2400

2440

2480

2520

260

2720
270

2800
2840

2880

2900

2920

2000

3040

Stald , ltaeSMSA ileal t~crl-
mlo tory

Green Bay, WIb. (inelud.es Beown
2 County) .................. --

Greensboro-Hlifh l'ointVlnqon.Salezn
2 N.C. (includes Forlb, (ltlford, lRan.

dolph, and Yadkin Counti i.).. .
1 Greenville, S.C. (includes (rienvlle and

Pickens Counties).
2 Hlamilton-Mlddletown, Ohio (in,,ludel
2 Butler County)..

lHarrLburg, Pa. (inplunles Cu'lerl Umd,
2 Dauphin, and Perry Countih-), - ,

llartford-Now it BrIn letbol, ('oun.
2 (includes Hartford and Miilex

Counties)...............
2 Honolulu Ilawali (1chnlude-4 lelo ulu

County) -...2 lloustonTes. (in,lde hrn. carrirz,s,
Fort Bend, Liberty, and lloiigonnery

luntingtn-Ashland, IV. Va..lCy,.Ohio

(includkes Cabell and Wavn Countle,
2 W. Va., Boyd County, Ky., and Law.

reneo County, Uldo) .... ------
Huntsville, Ali. (include, Madikon and

2 LimUestone Counties). ...... .
Indianapolis, Ind. (inclue Marion,

Hamilton, Hancock, H,,ndrclk., Joint-
son, Morgan, Shelby, and Boone Cotn-
tics) ..........----- --------------- __

2 Jackson, Midh. (includo Jack nn County).
Jackson Mi:. (includ'i lind and

2 Rankin Counties)-... . .
Jacksonville, Fla. (includ(e Duval Coun-

2 ty) ------------- ....-- .. ..-....
2 Jersey City, N.J. (includes ludson

County). _- -------------- .
2 Johnstown, Pa. kinclud(e Cambria and

Somerset Counties.,) ....- -..
Kalamazoo, Mich. (in.ludfs lcatunuzuo

2 County) . ... _........ .....
Kansas City, Mo.-Kans., tinclud' vloy,

2 Jackson, 'Ca!7, and Piato Counti,
Mo., and Johnbon and Wyandotte

2 Counties, Kans.) ......... .- - .
Keno.ha, Wis. (includes K-,.seha Coun-

ty) ...............
3 Knoxville, TJean. (intlud s Andkecson,

Blount, and Knox Countles m.....
La Crosze, Wis. (includes Li Cr0" o

2 County) .............. . .. ..-
Lafayette, La. (includes Lafayette Par.

2 Lafayette-West Lafayee, Ind. (includ(2
2 Tppecanoo County) ... ...---------

Lake Charles, La. (Includle Calcasklu
Parish) ........................

3 Lancaster, Pa. (includes Lanrast-r Coun-
2 ty) .- - .. . . .. _ _ -- - --

La'nstag, Mich. (Includes Clinton, Eatoti;
3 and Igham Countle)....1 Laredo, Tes. (includes Webb County) -%

Las Vegas, Nov. (includes Clark County).
Lawrence-HavErhill, MAlzi&..NI.. (in.

2 eludes Merrimaek, end lIoctAglmoua
Counties, N.I., and E,:cx County,

2 --) .........................
2 Lawton, Okla. (includei Couanehe
I County) ....... . .......-Lowlston-Auburn, Maine (includes
2 Andro3coggin County) .............

Lexington, Ky. ,(inludes Fayetto
County)............... ........

2 Lima, Ohio (includes Allen, Putnam, and
Van Wert Countlies2 ... ...... - .

2 Lincoln, Nebr. (includes Linvaster
County) ........... ___.

Little Rock-North Littlo Rn -R, Artk.2 (Includes Pulaski and Saline Countle' ,

Loraln-Elyria, Ohio (Include7 Lorain
2 County) ............... .. .......
2 Los Angccl,-Long Beadi, Call. (icludes

Los Angeles County) ...... ...
Louisville. Ky..Ind. (inpluds J.'ffeprou

3 County, Ky., and Clad, and Flyd
Counties, Ild.) ................ -

Lubbock, Tox. (includes Lublbock1 County) ......
2 Lynehburg, Va. (includes LYnchburg

Clty and Amherst and 'amnpbel
2 Countles) .--- - -. -- .... ... . . . .
3 MAecon, Ga. (Ineludei Bibb and llo-ton

Countes) .......................
1 Madison, WI. (include Dano County) -

Manchester, N.11. (include i llilhbl4oro
2 County) ............ .. .......

Mansfield, Ohio (Includesu Rieblomimd
2 County) -.. ..... .... . ..

McAllen-Pharr-Edlnburg, T x, (inehlde.
2 Hidalgo County) ...... ---- -

Memphis, Tenn.-Ark. lnclud( Shelby
2 County, Tenn., and Crittenden

County, Ark.) ...................
I Mecrlden. Con.....................
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Statb- Ra
S A. ticed twl-

cOdO tOr

Miami, (lncdes Dade County)-... 5000 3
Mdlnd, Tex. (includes Midland .County) ......... ... 5040 1
Mlwaukee, Wis. (includes Milwaukee.

Waukesh, Ozaukee, and Washington
Counties)u _- -- S 2

Minneapolis-St. Paul, Minn (Includes
Anoka, Dakota, Hennepin, Ramsey,
and Washington Counties) -.... 1....-- l0 2

Mobile, Ala. (includes Mobile and
Baldwin Counties) - ---- 6160 2

Modesto, Calif. (includes Stanislaus
County) --------------.......----- 5170 2

Monroe. Ia. (includes Ouachita Parish).. 5200 1
Montgomery, Ala. (includes Elmore and

fontgomery Counties) ------------- 5240 1
Muncle, Ind. (includes Delaware County). 52-0 2
Muskegon-Muskegon Heights, Mich.

(includes Muskegon County) ---------- 320 2Nashvi. e, Tenn. (includes Davidson,
Sumner. and Wilson Counties)_....... 53G0 2

Newark, N.Y. (includes Essex, Morris,
and Union Counties) ------------------ 5G40 2

New Haven-Waterbury, Conn. (includes
New Haven County) .----------------50 2

New London-Groton-Norwich, Conn.
(includes New London County) --.... 50 2

New Orleans, La. -(includes Jefferson,
Orleans, St. Bernard, and St. Tammany
Parishes) ---------------------------- 5 10 2

Newport News-Hampton, Va. (includes
Newport News and Hampton Cities
and York County) -------------------- 5SS0 2

New York, N.Y. (includes Bronx, Rings,
New York,' Queens, Richmond.
Nassau, Rockland, Suffolk, and West-
chester Counties) .....--------------- 5600 3

Norfolk-Portsmouth, Va. (includes Nor-
folk, Chesapeake, Portsmouth, and
VirgiaBeach Cities) ----------------- 5720 2

Odessa, Tex. (includes Ector County) ---- SSW I
Ogden, Utah (includes Weber County). 5940 2
Oklahoma City, Okla. (includes Cana-

dian, Cleveland, and Oklahoma Coun-
ties) --------------------....-------- -SO 2

Omaha, Nebr.-Iowa (includes Douglas
and Sarpy Counties, Nebr., and Potta-
wattamie County, Iowa) ------------- 5 20 2

Orlando, Fla. (includes Orange and Semi-
nole Counties) ------------------------ 5960 2

Owensboro, Ky. (includes Davies Coun-
ty) --------------------....... .-- - 510 2

Oxnsrd-Ventura, Calif. (includesVentura
County) - ------------------- 6000 2

Paterson-ClIfton-Passaic, NJ. (includes
Bergen and Passaic Counties) --------- 6040 2

Pensacola, FIn. (Includes Essambla and
Santa Rosa Counties) ----------------- 600 2

Peoria, Ill. (includes Peoria, Tazwel, and
Woodford Counties) -------..--- 61203 2

Petersburg,, Colonial Helghts Va. (in-
cludes Petersburg, Colonial Heights,
and Hopewell Cities and Prince George
and Dinwiddle Counties) ---------- -6140 1

Philadelphia, Pa.-NJ. (includes Bucks,
Chester Delaware, Montgomery, and
PhUadephia Counties, Pa., and Bur-
lington, Camden, and Gloucester Coun-
ties, NJ.) ------------.......----- 6160 2

Phoenix, Axiz. (includes Maricopa Coun-
ty) -------------------------- 6200 2

Pine Bluff, Ark. (includes leffrson
County) ---------------------------- 6240 1

Pittsburgh, Pa. (includes Allegheny.
Beaver, Washington, and Westmorland
Counties) --------------------------- 6 20 2

Pittsfield, Mass. (includes Berkshire
County) ----------------------------- 620 I

Portland, Maine (includes Cumberland
County) .....----------------------- 60400 2

Portland Oreg-Wash. (includes Clacka-
mas, kultnomah, and Washington
Counties, Oreg., and Clark County,
Wash.) -------------------------------- 6440 3

Providence-Pawtucket-Warwick, RI.
(includes entire State) --------------- 641 2

Provo-Orem, Utah (includes Utah
County) ....------------------------ 20 2

Pueblo, Colo. (includes Pueblo County)._ 650 2
Racine, Wi (Includes Elne Cunty... 66M0 2
Raleigh, N.C. (includes Wake County) 6640 2
Reading, Pa. (includes Berks County) 66 Mo I
Reno, Nov. (includes Washoe CountyX.... 6720 2
Richmond,Va. (includes Richmond City

and Chesterfield, Henrico, and Hanover
Counties) --------------------------- 6760 2

Roanoke, Va. (Includes Roanoke City
and Roanoke County) . -------------- 6 2

Rochester, Man. (includes Olmstod
County) .......----------------------- 20 I

Rochester, N.Y. (includes Monroe, Liv-
ingston, Orleans, andWayne Counties)- 6140 2

Rockford, IlL (includes Winnebago and
Boone Counties) ................ 60 2

Eacramento, Calit (Includes Samento,
Placer, and Yolo Counties). 6= 3

SMSA
Staic Rla

t I tery

Saginaw, Mich. (nclude Sa'Inaw
county) - ----

St. JOSeph, M0. (include3 BuChar.nCounty) --------..------------ ......-_---
St. Louls, Mo.-L (includes SL Louis City

and Jeffaew. St. Charles, St. Louis,
and Franklin Counties, Mo., and Madli-
son and St. Clair Countes, IL)-.... I00

Salem, Ore_. (includes Marion and Proik
Counties) ------------------------. -

Sallna-Mantry, Calf. (includes Maon-
terey County) ...........-.-.............

Salt Lake City, Utah (includes Salt Lako
and Davis Counties) ................... 710

San Angelo, Tx. (includes Tom Orn
County) ------------------------- 72

San Antonio, Tex. (ncludes Bcar and
Guadalupe Counties) ...... ........ 7210

San Bernardino-Rivendo-Ontlaro. Calif.
(includes RIvcrsldo and San Berr arno
Counties) -------------------------

San Diego, Calif. (includes San Diaco
County) --------------------------- 7=1

San Franclaae-Oakland, Calif. (Includes
Alameda, Contr Costa, Maria, San
Francisco, and SanMtoo Czunute)_.. r13

San lose, Calif. (includes Santa Clam
County) --------------------------- 7403

Santo Barbara, Calif (Inrclude Sata_ &Barbara County)- ....----.-- 745
Santa Ros%, Ca l (includes Sonsma

County) -------.- ..........------- 7 0
Savannah, Go. (includes Chat flm

County) ---------------- -----....- 7 0
Scranton, Pa. (Includes Lacawanac-

County) ........................... 710
Seattle-Everett, Wash. (Icdufde Elnw

and Snohomish Conties).............. 70
Sherman-Deol-on, 'rex (includes Gray-

son County) --------------------- W410
Shevprt, "a (includes Bocfer ad

Caddo Parishes)-----------------... 6"
Sioux City. Iown-Nebr. (includes Wcsd-

bury County Iowa, ad Dakota
County. Nebr.i ---------------------- 7

Sioux Falls, S. Dak. (Includes ZM1nn-
hah County) ........ .........

South Bend, Ind. (includes St. To:cPh
and Marshall Countfe)...------.-------

Spokane, Wash. (includes SrpkanoCounty) ................ 71.10
Springfield, Ill. (Includes Sangamon

County) .............. -.. 3
Springflcld, Mo. (Includes OrLCn

County) .. ....--....-.
Springoeld, Ohio (includes Clark

County) -........------.----- - 7 7:0
Springfleld-Chlopo-Holyor. r. (in-

cludes Hampd n and Hamp:hire
Counties, Mam., and Toland Cosaty
Conn.) ------------------------------- 3 Eo

SteubenvMo-Wclrton. Ohio-W. Va. (In-
eludes Jefferson County, Ohio, and
Brooko and Hancock Counties, W.Va.)_ E

Rrneo or RocnAmumn or SrATz TzanarroaiS (ExeraMrn: oF S'SAs)

Stato Statistical Rota Cuntlcs and IWdeMcdCat ci.fti which ore in EMSA's lte+d alovo
code tenriory (csz SMIA Mat fcc rate tesritey)

Alaka.. ........

A lcona.............

Arkansas ........
Ca~lfernla.........

Colorado ......
Connecticut .......
Delaware-.........
Florida ..............

Georgia ..-.......

Haw -L ...........
Idaho---.............
Illinois ............

Indlana ............

Iowa.- ...-- --

MenKky

Mryand ..

1 Baldwrin, Elaee Illo-rah, Ycffecca, Limestone, llodLan, 2bis,
wcntgomery, 11ruC11il Shelby-, TurnzeCa~c, Walker.

2 MarlP. pn , .
I Craro rd, Criltenden 3effIcxn, ,A11zr, Pulkl, Eali, Sb -stLan.
2 AL .d, Contra Cd., '. Frn, Nero, L3 Angole, 1Macin, Montery,

Nams Grano.e Placcr. Rlvrm-id,, Sacamcnoo san Bernardino,
San DVl'YO, Iean Proa=co, San Jca uIn San Matco, Santa Barbara,
Santa Clra, kobn3, Elfen=, StarLta, Ventura, Yc!o.

2 Adams, Araahc. B ul-r, Dcnver, El Pas, Jeffrcon, Pusbio.
1 All cunt is excpt W.%Vlndham.
I New Coal!".
2 Alathuo. Braward, Dad, Duval rcqambl. Hhllbbrough, Lco,

Orange, Palm Bchzb, Pla cl3, Santa es, .E clem "
1 Blbb. Chatham. Clhattaheznh: .Clayton, Cobb, Do Xnlb. Dough=rty,

Fulton. OVssanal, Houtan, u:ucc :e, RIc-hmod, Walker.
1 Honolulu.
2 Ads.
I Boonp, Champzo3. Cook, Du Paz. Henry, Zane, lake, McaHenry,

MeLc=a .can Madlas, Peoia. Reck ILlitd, St. Clal, Sa gamzn,
Ta.relc , Wil ,lna.co, aoy-dd.

1 AlL-n, Bvan', Miark Clay,. D-artzri. Dclaware, Fliyd, 'Ramilton,

Morun oClltrXtirt le. clby, 9uallvan, 'lppeoonoe, Vender.-

1 Blek Hawk, Dubuque. Lion, Palk, PottaattamalT, Scott, Wcedbury.
1 Butl.-r, Kcamny Fcd,'l:ck, Shar-ce, Ily adalte.

1 BoccCapddo, Cac E-uPat Baten Rouge, Icffcrron. Lafayett,
OrL-, Omchlta, St. Bcrnard, St. Tramiany.

I Acdrocc.;In Cumrlaand.
1 Ann Arundcl, Baltimare (City and county), Carroll, Cecil, Ekrd,

Howard, mengomecy, Prin c arcges.
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Stati.. Bata

code tcry

Sti:cctcn, Cal (Includ San ToaulnCcmt) .........€..... 51.20 3
Syracua, N.Y. (Iaade MAftaa,

On c, and O=cao Counties) - 516-- 810 2
'-ma. WZrh.(in:ltsles lrcncCeunty).. S203 2

Tallalles F la. (I nclu a3 Lecona County).- S2403 2
Taom "-t. y13- erg l. (includes

111,1 ,rcuzh an II-"z Count I... 62s0 2
TGero limte, Ind Clalauls Vigo Clay,

Sullivan, ad EzC a~nonfc~. 620
Tetarleana TCX.-Arc. (Inclutde B07c-13

Ccunty, TeL, ad 211c County,
A4rk.) S.:0 2
17aMe Ccntn_____''''- 0b, an1 Usaurco

cuny) ..............................- S44 2

Trenn NJ. (includc3 liczccr County),. 841 2
Taccan, Arlz. (tncludca Pn Co<untyj.-_ Ezz0 2
Tam, UlU. (Includc Crcc, O=Zo, and

Tul:a Cun )------------- ........ . c0 2
mTuccaices Ala. (IldsTueaLcez

CoUnt,) ............................... -C-0 2
Ty" 7, 'cz. (trccluc3 SmIth Ccuty). EZ40 1
Utl-a-I omo, N.Y. (tncludc. HcrkVincr

cad Oned Countis) ---------------. 0 1
Vo .11cc-N ;a, C Mlf (icl,: o' I.es aff oa nd

Nara Cunt ) --------.------------ 0 2Vln.ul-Mllhilla-Ddlrt.Iatn, NJ. (n-
cludt3 CambcAlad CKunty)......... 513 2

Wc., T. (Includes!-ttenn-n County). 810 2
Vsao.tehury, Cer:-. a:cucIka Litchlld

County) .........-.-................ --E.10 2
W"=Mro-,ton. D.C.-.Ud -V ,- (Incudc
Dlf .li t f Co*umbl, toncc.qn=y nd
PImd= Oec-pen Counties,1Md.. Alex-
cada, Fdia Cal Fa13 Church

Ctenda Arl~t=_, Frlf.a Lou-
de.is, cad Prliam- il CountL"cVa.).. 43

Waec:le, I-wa (I ealen Bick Hawk
Cc -it )------------------.... .- 612

Wa paim Bec=b, FI. (includcs Paln
Bac h Ceunty) ...................-.... S- O 2WhcdliuV;. Vn.-ebb (Iocludc3icrch.
and Ohi, Coante, W. V.. and Bel-
lcnt Ceunty, Ohl,) ------------------ Ulm I

Wic1hita, Konw. (includca SEdcjW.k and
Butlr C ntlc) .....-.... .... .- - -- N43 2

Wfhita Falls, Tex (1ta:csde Archer and
V;I cliba Cc, n tL.:) --------- -- -1 2-- -

Wllk-B=Crre-axl::o3. Pa. (Includes
Luzesue County) .. ........... 120 I

Wilmfaten, Dcl-NJ.-d. (l
New;. Caa113 County. DeL., Salem
County, N.Y. and Cecil Cotunmty, Md.) 0110 2

Wlmalnzttan, N.C. (cludn3 N..r
Hlansver and B ruamwizk Countes)--- = 2

Worc-=cer Zfa=s da:*'dea W==rctr
CcunityL ............---------- -613 2

York, Pa. (Inclds Ycrk and Adamn
Counties_)------------... .1 ..... 1.....

Yoanzeto 7,.Namrn. 'OhI43 (inden
Zlalceesn and Trumbull Counttcz).... 6320 2



RULES AND REGULATIONS

State Statistical Rate Counties and Independent cities which are in SMSA's listed above
code territory (see SMSA list for rate territory)

Massachusetts -------

Michigan -----------

Minnesota ...........
iissi~ppiL ----------

Missouri ------

Montana ...........
Nebraska .......
Nevada ............
New Hampshire ....
Now Jersey ----------

New Mexico ---------
Now York. ----------

North Carolina ----

North Dakota .....
Ohio ...............

Oklahoma...........

Oregon --------------
Pennsylvania ......

Puerto Rico .......
Rhode Island ......
South Carolina -----

South Dakota ------
Tennessee ...........

Texas ..............

Utah ----------------
Vermont...........
Virginia ...........

Washington ----------
West Virginia --------
Wisconsin ............

Wyoming ..........

2 Berkshire, Bristol, Essex, Hanpden, Hampshire, Mlddlezox, Norfolk
Plymouth, Suffolk, Worcester.

2 Bay, Clinton, Eaton, Genesee Ingham, Jackson, Kalamazoo, Kent,
Lapeer, Macomb, Monroe, uskegon, Oakland, Ottawa, Sa~inaw,
Washtenaw, Wayne.

1 Anoka, Clay, Dakota, Hennepin, Olmsted, Ramsey, St. Lous,
Washington.

1 Harrison Hinds, Rankin.
1 Boone, Buehanan, Cass, Clay, Franklin, Greene, Jackson, lefferson,

Platte, St. Charles, St. Louis, St. Louis City.
1 Cascade, Yellowstone.
1 Dakota Douglas, Lancaster, Sarpy.
2 Clark, *ashoe.
1 Hillsborough, Merrimack, Rockingham.
2 All counties except Cape May, Hunterdon, Middlesex, Monmolth,

Ocean Somerset, Sussex.
2 Bernalillo.
1 Albany, Bronx, Broome, Erie Herkimer, Kings, Livingston, Madison,

Monroe, Nassau, New Yor , Niagara, Oneida, Onondaga, Oswego,
Queens, Rensselaer, Richmond, Rockland, Saratoga, Schencetady,
Suffolk, Tioga, Wayne, Westchester.

1 Brunswick, Buncombe Cumberland, Durham, Forsyth Guilford,
Mecklenburg, New kanover, Orange, Randolph, Union, Wake,
Yadkin.

1 Cass.
1 Allen, Belmont, Butler, Clark Clermont, Cuyahoga, Delawaro, Frank.

lin, Geauga, Greene, Hamilton, Jefferson, Lake, Lawrence, Loran,
Lucas, Mahoning, Medina, Miami Montgomery Pirkaway Portage,
Preble, Putnam, Riehland, Stark, Summit, Trumbull, Van Wert,
Warren, Wood.

1 Canadian, Cleveland, Comanche, Creek, Lo Flore, Oklahoma, Osage,
Sequoyah, Tulsa.

2 Clackamas, Lane, Marion, Multnomah Polk Washington.
1 Adams Allegheny, Beaver Berks Bhlr, iucks, Cambria Chester,

Cumberland, Dauphin, belaware, Erie, I-'cawanna Lncaster,
Lehigh, Luzerne, Montgomery, Northampton, Perry, Philadelphia,

2 Somerset, Susquehanna, Washington, Westmoreland, York.
2 Assgn all to rate territory 2.
2 All counties in SMSA's.
2 Alken, Berkeley, Charleston, Greenville, Lexington, Pickens, Rich.

land.
I Minnehaha.
1 Anderson, Blount, Davidson, Hamilton, Knox, Shelby, Sumner,

Wilson.
1 Archer, Bexar, Bowie, Brazorla, Brazes, Cameron, Collin, Dallas,

Denton Ector, Ellis, El Paso, Fort Bend GraYson, Guadalupe,
Harris, Hidalgo, Jefferson, Johnson Jons Kaufsnan, Kinney Libcr-
ty, Lubbock MoLennan Midland, Monigomery, Nueces., Orange,
Potter, Randall, Rockwall, San Patricl, Smith, Tarrant, Taylor,
Tom Green, Travis, Webb, Wichita.

1 Davis, Salt Lake, Utah, Weber.
1 None.
1 Alexandria. Amherst, Arlington, Campbell, Chesapeake, Cheiterileld,

Dinwiddie, Fairfax (City and County) Falls Church, Hanover,
Hampton, Henrico, Hopowell, Loudoui, Lynchburg, Newport News,
Norfolk, Petersburg, Portsmouth, Prince George, Prince William,
Richmond Roanoko (city and county), Virginia Beach, York,
Colonial Hfelghts.

2 Clark, King, Pierce, Snohomish, Spokane.
1 Brooke, Cabell, Hancock, Kanawha, Marshall, Ohio Wayne.
1 Brown, Calumet, Dane, Douglas Kenosha, La erosso Milwaukee,

zakee, Racine, Washington, Waukesha, Outagamio, Winnebago.
2 None.

[FR Doc.71-18535 Filed 12-21-71;8:45 am]
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